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Maybe  life  was  once  about  getting  ahead.  Today  it's  more  about  keeping  up. 
At  CIGNA,  we  can  help.  With  affordable  life  insurance,  retirement 
arid  healthcare  plans.  So  maybe  you  can  do  something  really 
extravagant  tonigJ&VJtike  ta*png  in  a  movie.  That  is,  if  you  can  find  a  sitter. 


CIGNA 

A  Business  of  Caring. 
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The 
biggest  news 

in  copiers 
and  printers 

since  the 
invention  of 
copiers  and 
printers. 

Oce  is  proud  to  announce  that  Siemens      printing  and  plotting  technologies. 
Nixdorf  Printing  has  joined  our  family.  And  with  our  combined  experience  and  engi- 

As  the  market  leader  in  high-volume,  digital      neering  skills,  the  new  Oce  is  poised  to  lead  the 
printing  systems,  Siemens  Nixdorf  Printing  represents      digital  future  of  reprographics, 
the  perfect  addition  to  the  Oce  Group.  ^  ^        So  watch  for  the  name  Oce. 

Together,  we'll  offer  one  of  the  world's  /  A  Because  today's  big  news  is  just  the  start  of 
most  advanced  lines  of  digital  copying,     oce      some  truly  big  ideas. 


Oce  and  Siemens  Nixdorf  Printing.  The  new  global  force  in  printing. 


Good  question.  Some  sport 
sedans  offer  generous  horsepower, 
but  skimp  on  comfort  and  room. 
However,  Regal  GS  not  only  sports 
one  of  the  worlds  10  best  engines* 
it  also  features  36  inches  of  very 
generous  back-seat  legroom. 
Which  is  something  you  just  have 
to  see.  Regal.  The  fine  line 
between  sport  and  sedan. 


How  Many 
Sport  Sedans  Have 
Abundant 
Head,  Elbow,  Hip  And 
TV  ROOM? 


Available  Leather-Trimmed  Interior 
Available  Sliding  Glass  Astroroof 
Dual  ComforTemp  Climate  Control 
Award-Winning,  205-Horsepower  V6 
Variable  Effort  Steering 
4-Wheel  Anti-Lock  Disc  Brakes 
Responsive  Touring  Suspension 
PASS-Key"  II  Theft-Deterrent  System 
High-Strength  Steel  Safety  Cage 


The  Fine  Line  Between 
Sport  And  Sedan. 


A  5"  DVD  CAN  TRANSFORM  YOUR 
HOME  INTO  A  MOVIE  THEATER,  A  CONCERT  HALL, 
A  VIDEO  ARCADE  OR  A  LIBRARY. 


TOSHIBA  TECHNOLOGY  SETS 
THE  STANDARD. 


Innovation.  At  Toshiba,  it's  the  word  we 


Since  the  first  silent  celluloid  hero  rode 


live  by.  It's  also  how  we've  approached  multi-        a  flickering  beam  of  light  through  a  dark- 


media  technology  from  the  beginning.  This  ened  theater,  the  medium  has  been 


view  has  enabled  us  to  create  a  range  of  evolving  to  this.  At  about  7  times  the  capacity 


exciting  products  that  once  existed  only  in  of  a  CD,  DVD's  4.7  gigabytes  deliver 


the  imagination.  We're  proud  to  have  started        feature-length  films  in  unbelievable  digital 


a  revolution  that  will  help  bring  Hollywood  clarity.  Dolby®  Digital  (5.1 )  surround 


and  Silicon  Valley  together.  But  it's  only  just         sound.  A  choice  of  8  language  options 


begun.  Get  ready  for  the  ride  of  your  life.  and  32  subtitles.  Three  aspect  ratios. 


Parental  lockout.  Random  search.  And  no 


rewinding.  Fasten  your  seat  belt.  The 


show's  about  to  start.  Call  1.800.631.3811. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 
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48  Tandem 

"I  tell  them  you 
have  to  get  used 
to  sleeping  with 
the  sound  of  lions 
roaring." 


46  Paccar 

"Europeans  have  a 
different  expectation  of 
profits.  They  don't 
make  money  on  units, 
they  make  it  on  parts, 
and  market  share 
is  very  important 
to  them." 


On  the  Cover 

68  Herbert  Allen  and 
his  merry  dealsters 

Allen  &  Co.  doesn't 
employ  a  single  stock  ana- 
lyst and  its  total  capital  is 
petty  cash  by  Wall  Street 
standards.  Yet  it's  right  in 
the  middle  of  some  of  the 
juiciest  deals.  How  does 
Allen  do  it? 
By  Dyan  Machan 

42  Hot  new  showbiz 
product:  opera 

Move  over,  rock  music. 
Here  comes  opera. 
By  Robert  La  Franco 

62  American  Express 
fights  back 

Up  against  ail  the  banks 
in  the  world,  it  is  in  an 
uneven  fight.  But  AmEx 
has  strengths,  not  the 
least  of  which  is  Harvey 
Goiub. 

By  Suzanne  Oliver 


COVER  PHOTOGRAPH 

BY  THEO  WESTENBERGER 


80  The  year's  best 
multimedia 

CD-ROMs  for  fun 
and  profit. 

By  Joseph  R.  Garber 

92  The  Funds 
Funds  that  sell  short 

If  you  think  stock  prices 
are  too  high,  are  you  a 
nervous  bear?  Or  a  bull 
with  fear  of  heights?  Take 
a  look  at  these  short-sell- 
ing mutual  funds. 
By  Thomas  Easton 

Management, 

Strategies, 

Trends 

46  Paccar 

How  does  it  feel  to  be  in 
a  recession  when  everyone 
else  is  booming? 
By  Jerry  Flint 

47  Parker  Drilling 

While  competitors  bet 
their  companies  by  buying 
new  rigs,  this  outfit  played 
a  cautious  hand. 

By  Christopher  Palmeri 


48  Tandem  Computers 

Roel  Pieper  has  ambitious 
plans:  to  get  Tandem 
Computers  back  on  track 
by  opening  its  architec- 
ture and  licensing  its  tech- 
nology. Is  it  too  late? 
By  Zina  Moukheiber 

56  Sub-prime  stocks 

What's  riskier  than  buying 
a  used  car?  Buying  stock 
in  the  companies  that 
finance  them. 

By  Matthew  Schifrin 

58  Up  &  Comers 
Drypers 

Everyone  loves  a  good 
David  and  Goliath  story. 
Sometimes  Goliath  wins. 

By  R.  Lee  Sullivan 

60  Up  &  Comers 
AER  Energy  Resources 

It  sells  the  longest-running 
battery  for  portable 
computers.  But  how  come 
no  one's  buying? 
By  Kambiz  Foroohar 
and  Esther  Wachs  Book 


Law  &  Issues 

44  Beyond  the  foothills, 
the  mountain 

The  recent  budget  com- 
promise has  only  post- 
poned the  day  when  gov- 
ernment will  grab  the 
biggest  piece  of  the  GDR 
By  Peter  Brimelow 

50  On  The  Docket 
When  lawyers  sue  lawyers 

Downsizing  law  firms  are 
finding  out  that  it's  not  so 
easy  to  fire  partners. 

By  Susan  Adams 

52  Tafta? 

Should  the  U.S.  join  a 
giant  free  trade  zone 
stretching  from  California 
to  Central  Europe,  from 
Greenland  to  Guadalajara? 
It's  a  potent  idea. 
By  Peter  Brimelow 

74  Marketing 
Samsung  Group 

Sex  and  attitude  sells 
clothing,  but  can  it  sell 
home  appliances?  This 
Korean  giant  hopes  so. 

By  Joshua  Levine 
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62  American  Express 

"When  I  came  into 
this  job,  there  was  a 
problem  to  be 
solved.  One  of  the 
functions  of  the 
problem  was  the 
people  who  were 
here." 


92  Funds  for  bears 

"People  have  begun 
thinking  that  shorting 
stocks  or  believing  in 
a  down  market  is  a 
loser's  game." 


76  Faces  Behind 
The  Figures 

Jay  Fishman,  Travelers/ 
Aetna  Property  Casualty; 
C.  Scott  Litten,  Hills 
Stores;  Peter  Currie, 
Netscape  Communications. 

Computers/ 

Communications, 

Technology 

78  Try  it,  you'll  like  it 

If  you're  the  kind  of  per- 
son who  doesn't  buy  a  car 
without  taking  it  for  a 
spin,  you  might  like  to 
test-drive  software  before 
buying  it. 
By  Nikhil  Hutheesing 

79  Interactive  Media 
Spider's  helper 

Are  you  entangled  in  a 
morass  of  data  retrieved 
from  the  World  Wide 
Web?  Maybe  you  need  an 
intelligent  agent. 
By  Nikhil  Hutheesing 

82  Insights 

By  Michael  Gianturco 


84  Staying  Healthy 
Are  you  flaky? 

Can't  get  rid  of  dandruff? 
The  culprit  may  be  a  para- 
site best  treated  by  a  pre- 
scription drug. 

By  Ann  Marsh 
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87  The  Forbes/Barra 
Wall  Street  Review 

88  Fixed  Income  Review 

90  Streetwalker 

JSB  Financial;  Hanson 
Pic;  Boise  Cascade; 
accounting  for  acquisi- 
tions of  subsidiaries. 

93  The  Funds 
Looking  for 
bond  bargains 

There  are  some  juicy  dis- 
counts on  closed-end 


Personal  Affairs 

100  Monsieur  Hugo's 
holiday 

Guernsey  is  Europe's 
Bermuda — a  haven  for 
both  money  and  tourists. 

By  Richard  C.  Morais 


bond  funds.  But  there  are 
things  to  be  wary  of. 
By  James  M.  Clash 
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94  Fixed  Income  Strategy 
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David  Dreman 
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Mark  Hulbert 
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Laszlo  Birinyi  Jr. 

99  Market  Trends 

Martin  Sosnoff 


102  Collectors 
A  Raphael  in  the 
dustbin 

Amateur  art  detectives  are 

finding  treasures  among 

the  many  anonymous  old 

master  drawings  floating 

around. 

By  Doris  Athineos 


102  Old  master  drawings 

"I  think  Raphael  would 
be  amused  at  all  this  fuss 
over  a  hand  study." 
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I^ow  there's  13  million  more  reasons  to  stay  at  Hilton  this  summer.  Between  July  1  and  September  15, 
thirteen  HHonors"  members  with  the  most  qualifying  Double  Dip-  stays  will  earn  1,000,000  airline  miles 
each.  And  every  member  can  earn  up  to  3,000  bonus  miles  too.  Just  three  Double  Dip  stays  with  the  same 
airline  partner  during  the  promotional  period  can  be  worth  1,000  bonus  miles,  up  to  nine 
Double  Dip  stays  for  a  total  of  3,000  miles.  Don't  wait  another  minute-start  requesting  *i 
both  points  and  miles  with  any  of  these  airline  partners:  Air  Canada,  Alaska  Airlines,  ,J?'^wCr 
America  West  Airlines';  American  Airlines;  British  Airways,  Continental  Airlines,  Delta  Air  Lines, 
Mexicana  Airlines,  Midwest  Express  Airlines,  Northwest  Airlines,  TWA,  United  Airlines  and  USAir.  With  all 
those  airlines  and  all  those  miles,  it's  the  next  best  thing  to  having  your  own  private  jet.  Visit  us  on  the  Internet 
at  http://www.hilton.com/13mm,  or  for  reservations,  call  your  professional  travel  agent  or  1-800-HILTONS. 


Hotels  and  Resorts 


Each  of  HHonors'  13  airline  partners  will  award  a  one  million  mile  (one  million  kilometer  on  Mexicana  Airlines.  100,000  Air  Miles  for  British  Airways  U.K.  Executive  Club  Members)  bonus  to  the  member  with  the  most  qualifying  Double  Dip  stays  with  that  airline 
partner  during  the  promotion.  Qualifying  stays  are  stays  at  business  rates  for  which  you  earn  both  points  and  miles,  (consecutive  nights  at  the  same  HHonors  hotel  count  as  one  stay)  with  check-in  or  check-out  dates  between  7/1/%  and  9/15/96.  Only  one  stay  per 
calendar  day.  Hilton  will  notify  qualifier  by  12/31/96.  In  the  event  of  a  tie,  the  member  who  has  earned  the  greatest  number  of  HHonors  Base  points  during  the  promotional  period  will  qualify  Only  three  1,000  mile  ( 1 ,000  kilometer  on  Mexicana  Airlines.  I  DO  Air  Miles 
(or  British  Airways  U.K.  Executive  Club  Members)  bonuses  per  member  in  the  promotional  period.  Same  member  cannot  win  more  than  1.000,000  miles  in  12  consecutive  months.  You  must  bean  HHonors  member  and  an  HHonors  airline  partner  program  member 
to  receive  points  and  miles.  All  HHonors  and  airline  terms  and  conditions  apply.  Allow  6-8  weeks  for  bonus  miles  to  be  posted  to  your  frequent  flyer  account;  stays  must  be  posted  by  9/30/96  to  qualify.  All  taxes  are  qualifiers'  sole  responsibility.  Qualifiers  must  sign 
and  return  affidavit  of  eligibility  and  liability  and  publicity  (where  permitted  by  law)  release.  Offer  void  where  prohibited,  taxed  or  restricted  by  law  or  if  award  of  points  and  miles  is  otherwise  restricted  or  prohibited  by  law.  American  Airlines  and  AAdvantage  are 
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It  takes  a  lot  to  build  something 
this  big...  and  make  it  fly! 
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At  Boeing,  it  takes  thousands  nf  peuple,  6  million 
parts  and  partners  like  Sequent. 


For  more  than  three-quarters  of  a  century,  Boeing  has  been  the 
unsurpassed  leader  in  engineering  commercial  aircraft.  But  in  today's 
fiercely  contested  global  marketplace,  the  company's  competitive 
future  will  also  depend  on  its  jet-age  prowess  for  process.  That's  why 
Boeing  is  committed  to  create  a  world-class,  just-in-time  manufactur- 
ing system  that  will  migrate  45,000  employees  and  the  control  of  a 
million-plus  parts  per  airplane  to  new  open  systems  technology 
capable  of  revolutionizing  Boeing's  cost  and  production  time. 

A  key  part  of  this  unprecedented  challenge  is  a  state-of-the-art 
Sequent  database  platfonn  . . .  and  a  truly  powerful,  problem-solving 
partnership  that  places  Sequent  as  a  member  of  Boeing's  collaborative 
development  team.  As  the  leader  in  very  large,  complex  open  systems 
solutions,  Sequent  not  only  runs  some  of  the  biggest  applications 


around  the  globe,  we  routinely  provide  customers  like  Boeing  with 
the  architectural  and  system  integration  expertise  that  make  those 
systems  work. 

Our  customers  say  we're  the  best  in  the  business.  We  prove  it 
every  day  to  Boeing.  We  can  prove  it  to  you. 

If  your  company  plans  to  succeed  like  Boeing,  call  us  at 
1-800-257-9044  or  visit  our  web  site  at  http://www.sequent.com. 


Open  Systems  That  Work 
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Dyan  Machan 


Inside  the  insider 

DYAN  MACHAN  furrowed  her  brow.  "We  make  him  seem  to  walk  on 
water,"  she  said,  referring  to  her  cover  story  on  Wall  Street's  Herbert 
Allen  and  Allen  &  Co.  I  know  what  Dyan  meant.  In  "Herbert  Allen  and 
his  merry  dealsters,"  page  68,  he  comes  across  as  bigger  than  life.  But  die 
truth  is  Allen  is  bigger  than  life.  Allen  &  Co.  is  a  confederation  of 
chieftains,  its  only  organization  chart  being  what's  in  Herb  Allen's  head. 
Its  unorthodox  ways  have  made  it  a  powerhouse. 

Machan  chased  die  story  for  2lA  years,  spending  much  of  die  time 
persuading  Allen  that  he  should  cooperate.  His  perfectly  sensible  view  was: 
We  don't  deal  with  the  public.  What's  in  it  for  us? 
Convinced  at  last  diat  Machan  was  not  just  anodier 
badly  prepared  reporter  with  preconceived  notions, 
he  gave  in.  Machan  spent  weeks  talking  with  Allen 
and  his  14  managing  directors. 

A  bachelor  again  after  two  divorces,  Herbert 
Allen  lives  a  determinedly  private  life.  Last  year 
the  public  caught  a  brief  glimpse  of  him  in  a  full- 
page  photograph  by  Annie  Leibovitz  that  ap- 
peared in  Vanity  Fair.  It  was  a  group  shot  of  the 
gold-plated  assemblage  of  entrepreneurs  at- 
tending the  1994  Allen  &  Co.  conference  in  Sun 
Valley,  Idaho.  Rarely  has  so  much  financial  brass 
gathered  in  one  spot.  Present,  among  others,  were  Warren  Buffett, 
Rupert  Murdoch,  Bill  Gates,  Sumner  Redstone,  Edgar  Bronfman 
Jr.,  Wayne  Huizenga,  John  Malone  and  Michael  Eisner. 

A  tantalizing  photo.  Machan's  story  gets  inside  it,  explaining  why 
billionaires  flock  to  Allen's  shindigs.  Herb  Allen  doesn't  walk  on 
water,  but  he's  an  impressive  man  presiding  over  an  impressive  crew. 

Teddy  bear  with  a  golden  voice 

Enrico  Caruso  graduated  from  folk  songs  of  his  native  Naples  to 
Milan's  La  Scala,  where  he  triumphed  in  1898  as  Rodolfo  in 
Puccini's  La  Bobcme.  He  later  became  one  of  the  most  popular 

entertainers  of  the  early  20th  century. 
"After  eating  a  certain  amount  of 
sweets,  the  taste  for  it  goes,"  he  said. 
"It  is  the  same  for  a  singer  ...  [it] 
gets  finally  to  be  a  business." 

Some  business.  Singing  alias  and  Nea- 
politan folk  songs  in  amphitheaters  and 
recital  halls  around  the  world,  he  earned 
$15,000  a  night.  Adjusted  for  taxes  and 
inflation  that  would  be  $150,000  today. 
And  these  popular  perfonnances  re- 
quired no  rehearsals,  no  expensive  sets. 

After  Caruso,  opera  faded  from  the 
popular  agenda,  until  Luciano  Pava- 
rotti  took  a  page  out  of  Caruso's 
book.  Robert  La  Franco  reports  on 
the  big  grosses  racked  up  in  popular 
EBMH  performances  by  today's  opera  stars. 

"The  purists  aren't  happy,"  gloats 
Pavarotti's  producer,  Ribor  Tudas.  "I've  taken  their  greatest  star  out 
of  their  circle  and  brought  him  to  the  general  public.  Luciano  is  like  a 
teddy  bear,  and  people  love  a  teddy  bear."  Page  42. 


Enrico  Caruso 
Sweet  success 


Editor 
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"Making  one  million  copies 
without  a  breakdown  is  impressive 
To  Sharp  itfs  just  a  beginning ' 

When  it  comes  to  copier  solutions,  ours  can't  be  copied. 
Sharp's  Master  Series  copiers/duplicators  produced  over 

a  million  copies  without  any  unscheduled 


service,  making  them  two  of  the  most  re 
liable  high  volume  copiers  ever  tested  by  Buyers  Laboratory. 

And  that's  just  the  beginning.  Sharp  offers  a  full  range 
of  innovative  solutions  for  your  business.  Solutions  to  help 
you  increase  productivity,  control  costs  and  complete  your 
most  demanding  jobs  on  time,  every  time. 

For  more  information  on  the  copiers  that  were  chosen  by 
Buyers  Lab  as  the  1994/95  "Copier  Line  of  the  Year"  and  to 
receive  your  free  interactive  computer  disk,  call  today. 


LINE  of  ti/c  YEAR 


y^COPIERS  •  FACSIMILE  •  CASH  REGISTERS  •  CALCULATORS  •  COMPUTERS  •  SCAI 

©1996  Sharp  Electronics  Corporation  •  Buyers  Laboratory,  Incl 


ERS  •  LASER  PRINTS 


{ IT  Overview  } 


■  Pentium  processor  166  MHz 

■  Pentium  processor  200  MHz 

■  Pentium*  Pro  processor  180  MHz 

■  Pentium  Pro  processor  200  MHz 


Systems  loaded  with 
the  latest  tools,  like  Intel's 
LANDesk®  Management 
Suite,  give  you  increased 
manageability. 


Pentium  Pro  processor 
helps  build  a  stronger, 
healthier  Intranet. 


Faster  Web  searches 
powered  by  Open  Text* 

and  Pentium  Pro 
processor-based  systems. 


Inlel  Corporjiion  •  Indicated  r 
arc  tntdetnaits  of  oilier  rofnpouiG&. 


The  Pentium9  Pro  process 


{  Executive  Summary  } 


Combined  with  Windows  NT  and  desktop 
manageability  tools,  the  Pentium®  Pro  processor 
(notice  the  "PRO")  can  save  you  money. 

Just  ask  IT. 


>st  of  ownership  diagram. 
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Threadbare 

Textile  powerhouse  United 
Merchants  &  Manufacturers  was 
unraveling  fast  when  Forbes  . 
looked  at  it  back  in  1989.  Under 
Chairman  Uzi  Ruskin,  poor  acqui- 
sitions had  driven  the  Teaneck, 
N.J.  firm  deeply  into  the  red.  Asset 
sales  had  shrunk  revenues  to  $500 
million  from  $1  billion  in  the  mid- 
1970s.  Forbes  warned  creditors 
that  Ruskin  might  try  to  stiff  them, 
as  he  had  in  1982  (Dec.  11,  1989). 

Sure  enough,  in  1990,  Ruskin 
forced  United  into  bankruptcy, 
emerging  with  cash  and  stock  con- 
cessions from  creditors.  Now 
Ruskin  is  back  in  bankruptcy  court 
for  a  third  time  and  is  trying  to 
find  a  way  to  satisfy  United's  $79 
million  in  liabilities  with  only  $30 
million  in  assets.  Says  Ruskin:  "It's 
a  sad  situation." 

Sad  indeed.  United  lost  $7  mil- 
lion from  operations  last  year  on 
sales  of  just  $59  million.  Yet  its  top 
five  executives  collected  $1.5  mil- 
lion to  oversee  the  company's  only 
active  business:  a  79%-owned  sub- 
sidiary, costume  jewelry  maker 
Victoria  Creations. 

Under  an  agreement  signed  in 
late  May,  almost  all  of  Victoria's 
assets  are  to  be  sold  to  appease 
creditors.  Assuming  a  bankruptcy 
judge  approves  the  sale,  the  once 
proud  clothier  will  be  left  a  dor- 
mant holding  company.  Investors 
may  want  to  cash  out  while  they 
can.  -Daniel  Roth 

Growth  spurt 

When  we  first  wrote  about  Peter 
Nicholas  and  John  Abele  (Oct.  17, 
1994),  their  Natick,  Mass. -based 
Boston  Scientific  Corp.  had  weath- 
ered cash  crises  and  bureaucratic 
setbacks  to  become  a  hugely  prof- 
itable maker  of  medical  devices  such 
as  stents — tiny  scaffolds  that  hold 
blood  vessels  open.  These  kinds  of 
devices  are  used  to  lessen  the  inva- 
siveness of  major  surgery,  reducing 
costs  and  proving  less  traumatic  to 
patients. 

Since  our  story,  Boston  Scientific 
has  just  kept  on  booming.  Spending 
nearly  $2.5  billion  in  stock  and 
cash,  the  company  has  picked  up 
nine  firms  and  diversified  its  prod- 


uct line  to  8,500  items  from  3,000. 
In  the  past  two  years,  sales  have 
nearly  tripled,  to  $1.1  billion  from 
$380  million.  Earnings  have  kept 
pace,  rising  to  $201  million  (as 
adjusted)  last  year  from  $70  million 
in  1993. 

The  stock  was  up  183%  in  1995, 
but  this  year  has  retreated  slightly, 
to  a  recent  44%.  Why?  Some 
investors  feel  the  company  can't 
keep  up  such  an  aggressive  growth 
strategy.  But  we're  betting  that 


Peter  Nicholas  and  John  Abele 

Betting  on  a  boom  in  lower-cost  care. 


Boston  Scientific  is  well  positioned 
for  the  managed  health  care  future. 
As  doctors  seek  alternatives  to 
expensive  surgery,  the  market  for 
the  company's  products  should 
expand  greatly. 

-Christine  Lutton 
Luk-rative  business 

Remember  our  Jan.  22  story  on 
Lukoil,  the  Russian  oil  giant  with 
reserves  larger  than  Exxon's  but 
with  a  market  capitalization  of  less 
than  $4  billion?  Don't  worry  about 
Russia's  purportedly  risky  market, 
we  argued,  Lukoil  is  on  track  to  be 
one  of  the  world's  biggest  oil 
producers. 

Well,  Western  investors  have 
begun  to  take  note.  ARCO  upped  its 
stake  in  Lukoil,  to  8%  in  April. 
Lukoil's  adrs,  issued  recently,  are 
selling  briskly,  and  shares  on  the 
Russian  otc  market  have  almost 
doubled  this  year,  to  8M. 

Meanwhile,  company  founder 
Vagit  Alekperov  continues  to  grab 
pieces  of  lucrative  oil  deals  through- 
out the  former  Soviet  Union.  Two 
months  ago,  as  predicted,  he  mus- 
cled in  on  Chevron's  $20  billion 
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Inside  every 
person  who  needs 
a  minivan  is  someone 
who  swore  they'd 
never  buy  one. 


''I  I  \N 

Okay,  so  you've  got  the  kids,  the  house  and 
the  dog.  But  don't  think  for  one  minute  that 
the  free  spirit  inside  of  you  is  going  to  let  you 
buy  one  of  those  thingamajigs  with  the  heavy 
sliding  door  and  the  clunky  third  seat.  No  way. 
Not  when  there's  Odyssey.  With  four  doors, 
power  windows  and  a  unique  fold-away  third 
seat,  it's  the  minivan  for  people  who  deep 
down  inside  aren't  "minivan  people."  And 
now,  here's  the  800  number  for  people  who 
deep  down  inside  aren't  "800  number  people!' 
Call  1-800-33-HONDA,  ext.  156.  (Or  try  us 
on  the  Internet  at  http://www.honda.com.) 

!!□□□□□ 

Odyssey 


The 
Honda 
of 

M  i  n  i  v  a  n  s 


IS  YOUR  IRA^^J 
WORKING  HARD 
ENOUGH  FOR  YOU? 


RANKED  #1 

by  Lipper 

***** 

Morningstar 


T.  Howe  Price  Mid-Cap  Growth  Fund  can  help  your  IRA 
benefit  from  the  performance  of  America's  leading  mid-size 
growth  companies.  Typically,  these  companies  are  small 
enough  to  adapt  quickly  to 
changing  market  conditions, 
yet  mature  enough  to  have 
successful  products  and 
experienced  management. 
The  fund  has  been  successful 
in  its  investment  approach  to 
date.  It  is  ranked  #1  of  46 
mid-cap  funds  for  the  period 
from  its  inception  through 

3/31/96,  according  to  the  Lipper  Mid  Cap  Funds  Average.*  In 
addition,  the  fund  was  awarded  a  five-star  (*****)  rating 
for  its  overall  risk-adjusted  performance  by  Morningstar. 
It  was  rated  among  1,505  equity  funds  for  the  three -year 
period  ended  4/30/96.** 

Transfer  today.  Our  free  transfer  service  makes  it  easy  to 
move  your  IRA  assets  to  T.  Rowe  Price.  Although  there  can 
be  no  guarantee  the  fund  will  reach  its  objective,  Mid-Cap 
Growth  Fund  seeks  higher  returns  than  more  conservative 
investments.  As  with  any  stock  fund,  there  will  be  price 
fluctuation.  Mid-size-company  stocks  tend  to  be  less 
volatile  than  stocks  of  small  companies  but  are  typically 
more  volatile  than  large-company  stocks.  Minimum 
investment  is  $1,000  for  IRAs.  No  sales  charges. 


Call  24  hours  for  a  free 
IRA  Planning  Kit  and  prospectus 

1-800-541-8469 

http://www.troweprice.com 


Invest  With  Confidence 

T.RoweRice 


-Ik 


IRA0315^9 


♦According  to  Upper,  which  also  ranked  the  fund  #10  out  of  121  mid-cap  funds  based  on  its  total  return  for  the  1-vear 
period  ended  3/31/96. 

**Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  4/30/96.  These  ratings  may  change 
monthly  and  are  calculated  from  the  fund's  5-year  average  annual  returns  in  excess  of  90-dav  Treasury  bill  returns  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-dav  Treasury  bill  renirns.  The  fund's 
3-year  rating  is  5  stars.  Ten  percent  of  funds  in  an  investment  category  receive  5  stars. 

Past  performance  cannot  guarantee  future  results  Prospectus  contains  more  complete  information,  including  management 
fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Lukoil  founder  Vagit  Alekperov 

The  Russian  Rockefeller  strikes  again. 


Tenghiz  project  in  Kazakhstan. 
Lukoil  took  a  12.5%  stake  in  the 
Tenghiz  export  pipeline  and  is 
negotiating  for  another  10%  or  so. 

If  Boris  Yeltsin  is  re-elected  presi- 
dent, look  for  Lukoil  and  other 
blue-chip  stocks,  like  metals  pro- 
ducer Norilsk  Nickel  (Nov.  6,  1995), 
to  rise  much  higher. 

-Paul  Klebnikov 


Forest  slump 


Spurred  on  by  its  hot-selling  prod- 
ucts, like  Aerobid  for  asthma,  and 
with  several  others  in  the  pipeline, 
New  York- based  Forest  Laboratories 
looked  like  a  real  winner  to  us 
(Dec.  5,  1994). 

Now,  the  $447  million  (sales) 
company  expects  to  report  its  first 
annual  earnings  decline  in  15  years. 
For  the  fiscal  year  ending  Mar.  31, 
1997,  analysts  project  earnings  per 
share  of  around  $1.90,  down  14% 
from  $2.22  this  year.  One  reason:  a 
44%  jump  in  sales  reps,  as  expected. 
What  wasn't  expected  was  intensi- 
fied competition  by  generic  rivals. 
American  Home  Products  intro- 
duced a  nonbranded  version  of  its 
hypertension  drug  Inderal  LA,  trig- 
gering drastic  price-cutting.  Now, 
Forest's  branded  analgesic,  Lorcet, 
is  under  fire  by  new  generics. 

There  is  good  news:  Having  sold 
its  20%  stake  in  drugmaker  Biovail 
for  $103  million  in  May,  Forest 
plans  to  use  the  cash  to  help  buy 
back  up  to  10%  of  its  shares.  That, 
along  with  continued  growth  in  its 
profitable  Aerobid  asthma  drug  and 
new  products,  should  lift  Forest's 
future  earnings  per  share  and  its 
stock — recently  near  its  52 -week 
low  of  40%. 

-Howard  Rudnitsky  ■■ 
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The  story  of  his  life  is  incredible. 

It  reveals  a  tragic  flaw  in  our  system 
of  bringing  medicines  to  the  public 
—  and  the  hope  of  better  health  for  millions! 


THE  OTHER  LIFE  OF  JACK  DREYFUS 
Author  of 

A  Remarkable  Medicine 
r  ™s  Been  Overlooked* 


Dreyfus 
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Jack  Dreyfus 


Rtgnery 


Never  has  a  book  like  this  been  published— 


The  story  of  a  unique 
individual  and  an 
astonishing  discovery 

A  book  whose  message 
can  aid  hundreds  of 
millions  of  people 
around  the  world 

The  story  of  a  medicine 
reported  useful  for 
over  50  symptoms  and 
disorders  by  thousands 
of  independent 
physicians  from  38 
countries — yet  is  still 
listed  only  for  its 
original  use  by  the  FDA 

A  book  by  a  man  who 
has  spent  30  years  of 
his  life  and  80  million 
dollars  of  his  own 
money  in  a  non-profit 
attempt  to  better 
people's  lives 


iVlost  people  live  one  life.  Jack  Dreyfus  has 
had  two.  The  first  was  filled  with  remarkable 
accomplishments  as  he  founded  the  Dreyfus 
Fund,  a  leader  in  the  development  of  mutual 
funds.  Dreyfus  became  known  as  "the  most  sin- 
gular and  effective  personality  to  appear  on 
Wall  Street  since  the  days  of  Joseph  Kennedy 
and  Bernard  Baruch"  (Life  magazine). 

The  author's  second  life  began  in  1963  when,  in 
the  midst  of  a  severe  depression,  he  accom- 
plished something  unheard  of.  He  asked  his 
physician  to  let  him  try  phenytoin,  a  medicine 
usually  prescribed  for  epilepsy,  not  depression. 
It  brought  him  back  to  good  health  overnight. 
When  he  saw  six  others  have  similar  recoveries, 
he  realized  he  had  an  obligation  to  investigate 
further. 

To  do  this  he  did  a  most  unusual  thing.  He 
retired  from  his  two  highly  successful  businesses, 
established  a  charitable  medical  foundation,  and 
has  spent  the  last  thirty  years  of  his  life  and 
eighty  million  dollars  obtaining  information 
about  the  many  uses  of  phenytoin.  To  his 
amazement  he  found  it  had  been  reported  in  the 
medical  literature  useful  for  a  wide  range  of  dis- 


orders. Over  the  years  three  bibliographies  have 
been  sent  to  all  our  physicians. 

In  spite  of  this,  phenytoin  is  still  being  over- 
looked because  of  a  flaw  in  our  system  of  bring- 
ing medicines  to  the  public.  Dreyfus's  attempts 
to  correct  this  tragic  misunderstanding  have  led 
to  the  highest  levels  of  government  —  but  he 
found  government  too  busy  with  problems  to 
have  time  for  solutions.  So  just  as  he  once 
helped  open  the  financial  market  to  small 
investors,  Jack  Dreyfus  maintains  his  ceaseless 
efforts  to  make  phenytoin  available  to  millions 
of  Americans  and  others  around  the  world. 

From  competitive  Wall  Street  maverick  to  com- 
passionate health  innovator,  here  is  the  dramat- 
ic story  of  The  Lion  of  Wall  Street,  a  man  of 
uncommon  commitment  and  passion.  It  is  a 
tale  of  a  heroic  effort  written  with  wit  and  mod- 
esty. And,  it  is  a  book  that  can  make  a  profound 
contribution  to  our  health. 

At  all  bookstores  or  call  1-800-955-5493 

REGNERY 
PUBLISHING,  INC. 

|  Established  1947 
An  Eagle  Publishing  Company 
422  First  Street  SE,  Washington,  DC  20003 
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Secret  slush  funds? 

The  celebrated  Andy  Warhol 
estate  lawyer,  Edward  Hayes,  may 
be  bumping  up  the  lawyer-sleaze 
index  a  few  notches.  Last  April 
the  court  decided  Hayes  deserved 
$7.2  million  for  settling  the  pop 
artist's  estate.  This  was  2%  of  the 
total  value  of  Warhol's  art,  which 
was  his  prearranged  fee.  Lawyers 
for  the  Andy  Warhol  Foundation 


Pop  Art  king  Andy  Warhol 

Estate  monies  hidden  in  Manhattan? 


for  the  Visual  Arts  think  other- 
wise. They  claimed  Hayes  over- 
stated the  value  of  his  work,  and 
a  New  York  State  appeals  judge 
agreed.  Hayes  has  to  give  back 
$1.35  million  of  his  take.  Hayes  is 
claiming  he's  broke.  But  what 
about  the  $750,000  that  Forbes 
is  told  he  has  stashed  with  three 
friends — art  dealers  extraordinaire 
Larry  Gagosian  and  Tony 
Shafrazi,  and  talk  show  host 
Geraldo  Rivera?  Hayes,  Gagosian 
and  Shafrazi  didn't  .  'turn  our 
calls.  Rivera's  people    ^led  the 
allegations  "preposterous." 

Sell— or  else! 

Columbia/hca  Healthcare 
Chief  Executive  Rick  Scott  does 


not  give  up  easily.  From  late  1993 
until  last  summer  he  tried  to  buy 
OrNda  HealthCorp's  Northwest 
Medical  Center  in  Houston. 
OrNda's  ESOP,  which  owned  a 
majority  stake  in  the  center, 
wouldn't  sell,  so  Scott  snapped 
up  the  property  right  next  door. 
Is  this  a  reprise  of  the  old  tactic: 
Your  target  won't  sell  out,  so 
you  threaten  to  open  a  store 
right  across  the  street  from  him. 
Columbia's  people  claim  they 
were  already  looking  to  buy  the 
land  next  door  when  they  bid 
for  the  hospital.  Informer  thinks 
otherwise. 


Michael  versus  Michael 

The  honeymoon  didn't  last 
long.  Our  Hollywood  spies  tell 
us  the  two  Walt  Disney  Co.  big- 
wigs, Michael  Eisner  and 


f 


Dueling  Disney  Michaels:  Ovitz  and  Eisner 
Pressure  on  the  new  heir  apparent. 


Hewlett 
does  1-900 


The  people  at  Hewlett- 
Packard  have  been  getting 
a  ton  of  unwanted  phone 
calls  recendy — most  with 
heavy  breathing.  All  this 
because  a  Nigerian-born 
exotic  dancer  who  struts 
her  stuff  on  a  late-night 
pornography  channel  is 
hawking  a  1-900  number 


for  customers  who  want 
to  speak  to  her  personally. 
Coincidentally,  the  cus- 
tomer-service geeks  at  HP 
can  be  reached  on  the 
same  number,  but  it's  1- 
800,  not  1-900.  Says  the 
dancer,  Uzo:  "People  are 
so  cheap,  they  keep  pray- 
ing it  will  be  free." 


20 
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Will  they 
now 
serve 
tortillas.5 


Bill  Franke,  the  man 
who  piloted  Phoenix- 
based  America  West 
Airlines  out  of  its  reces- 
sionary nosedive,  is  no 
admirer  of  the  kind  of 
people  who  run  the  air- 
line business. 

The  former  paper 
industry  man  and  turn- 
around artist  thinks  that 
they  are  the  guys  who  got 


America  West  into  its  jam 
in  the  first  place. 

His  latest  hire  and 
anointed  successor: 
Richard  Goodmanson, 
whose  hands-on  trans- 
portation industry  experi- 
ence is  limited  to  trucking 
tortilla  chips  around  in  his 
former  role  as  senior  vice 
president  of  operations  at 
Frito-Lay. 


Michael  Ovitz,  are  feuding.  We 
learn  that  Eisner  put  Ovitz  in 
charge  of  managing  the  ABC  fall 
schedule,  but,  unhappy  with  the 
way  Ovitz  was  handling  it,  he 
started  to  interfere.  Will  yet 
another  Eisner  heir  apparent  bite 
the  dust? 

Psychogossip 

Forbes  received  a  note  from  a 
shrink  at  the  California  Institute 
of  Psychology.  He  was  lamenting 
the  disintegration  of  confidential- 
ity between  doctors  and  patients. 
It's  no  fault  of  the  doctors,  he 
says,  blaming  voluminous  insur- 
ance claims  and  talkative  insur- 


ance employees.  A  quote  from 
the  letter:  "I  am  certain  that  a 
well-known  Hollywood  couple 
who  use  their  Actor's  Guild 
insurance  would  be  appalled  to 
know  that  their  therapy  is  a  topic 
of  discussion  in  the  San  Francisco 
Bay  area." 

Informer  checked  into  the  situa- 
tion. Though  he's  not  our  source, 
we  learned  that  the  doctor  is 
right.  The  couple  in  question  is 
none  other  than  movie  moguls 
Bruce  Willis  and  Demi  Moore. 
According  to  Bay  Area  gossip, 
Demi  claims  Bruce  does  not 
hang  around  the  house  enough, 
and  is  worried  about  him 
straying.  .  .  .  W 


Hollywood  glamour 
pair,  Bruce  Willis 
and  Demi  Moore 
San  Franciscans 
are  apparently 
living  vicariously 
through  the  duo's 
therapy  sessions. 
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The  Cross  To 
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Because  achievement 
should  he  remembered 
with  something  that 
won't  he  forgotten. 


The  C  ross  Townsend 
writing  instrument 
features  an  elegant 
wide-diameter  design 
and  comes  in  a  variety 
of  finely  crafted  finishes. 

Present  it  with  your 
company  emblem,  an  engraved 
logo  or  with  the  recipient's 
engraved  name  or  signature. 


CROSS 

SINCE   1  B46 


Unquestioned  Lifetime  Mechanica!  Cuiarantee. 

For  a  gift  catalogue,  call  1-800-241-8269, 
or  write  to  A..  T.  Cross  Company, 
One  Albion  Road,  Lincoln,  RI  02805 


readers@forbes.cdm 


Carpetbagger  poets? 

Sir:  Re  "The  last  article  you  will  ever 
have  to  read  on  executive  pay?  No 
way!"  (May  20).  I  disagree.  You  try 
to  justify  executive  pay  in  light  of 
what  these  other  people  make.  But 
all  of  the  examples,  with  possibly  one 
exception,  are  of  individual  lone 
wolves  who  rise  and  fall  totally  on 
their  own.  By  contrast,  the  success  of 
corporate  <xecu  rives  is  based  on  the 
contribution  ol  many  in  the  organi- 
zation which  they  lead.  Their 
rewards  need  to  be  set  in  the  light  of 
the  fact  that  corporate  executives 
were  not  the  sole  creators  of  their 
organization's  performance. 
-J.  Ryan 
Pittsburgh,  Pa. 

Sir:  Your  characterization  of  Barbara 
Fish  Lee's  occupation  as  "divorcee" 
fails  to  acknowledge  her  consider- 
able investment  of  intellectu  al  capital 
in  amassing  the  Lee  fortune.  This 
coupled  with  Maya  Angelou's  char- 
acterization as  a  "former  brothel 
madam"  suggests  that  a  woman's 
only  means  to  financial  indepen- 
dence is  through  the  manipulation 
of,  or  attachment  to,  some  man's 
enterprise.  Shame  on  you. 
-Linda  C.  McConchie 
Lincoln,  Mass. 

Sir:  That  a  poet  as  intellectually  bar- 
ren as  Maya  Angelou  could  earn 
$4.3  million  as  a  darling  of  the  liber- 
al left  is  possible  only  in  a  nation 
which  has  been  dragging  its  moral 
and  cultural  anchor  for  some  time. 
The  only  difference  between  Ms. 
Angelou  and  the  Northern-enforced 
carpetbaggers  of  the  post-bellum 
Reconstruction  South  is  that  her 
luggage  is  from  Louis  Vuitton. 
-Will  Pickers 
Sausalito,  Calif. 

Working  stallions 

Sir:  Re  "Nice  work  if  you  can  get  it" 
(Transparent  Eyeball,  June  3).  I 
envision  your  male  readers  stamped- 
ing to  their  nearest  Zen  master  to 
pray  for  reincarnation  as  a  stud  horse 
in  their  next  life.  Be  careful  what  you 
wish  for.  The  most  pricey  stallions 
are  not  allowed  to  touch  another 
horse — because  those  frisky  fillies 
can  permanently  damage  vital  anato- 


my with  one  kick.  A  working  stallion 
is  limited  to  relationships  with  props 
for  artificial  insemination. 
-R.  W.  Cranston  IV 
San  Diego,  Calif. 

First  in  somatostatin 

Sir:    Re    "Better    than  Mother 
Nature"  (June  3).  Genentech  was 
the  first  to  make  a  human  hormone 
in  bacteria,  not  Eli  Lilly.  We  pro- 
duced somatostatin  in  bacteria  in 
1977.  We  later  licensed  bacteria- 
made  human  insulin  to  Lilly  and 
they  received  fda  approval  to  market 
the  drug  in  1982. 
-Laura  Leber 
Corporate  Communications 
Genentech,  Inc. 
San  Francisco,  Calif. 

Doc  Trustworthy 

Sir:  You  would  take  us  back  to  the 
era  of  Dr.  Kildare  or  Marcus  Welby, 
M.D.,  when  doctors  were  doctors 
and  patients  were  patients  and  no  one 


TV's  Dr.  Kildare 

When  doctors  were  doctors. 


Grindstone, 
Kentucky  Derby 
champ  turned  stud 
Not  such  nice 
work  even  if  you 
can  get  it. 


came  in  between  ("It  can't  happen 
here,"  May  20).  The  national 
Medicare  databases,  already  on-line, 
actually  dwarf  the  proposed  Mary- 
land system.  In  my  experience,  with 
much  effort,  one  can  find  a  few 
claims  with  socially  sensitive  diagno- 
sis codes.  But  the  likelihood  that  the 
general  public  might  learn  of  Patient 
Jones'  premature  ejaculations  has  to 
be  close  to  infinitesimal. 
-Peter  McMenamin 
Brookeville,  Md. 

Sir:  Well,  yes,  the  Maryland  Health 
Care  Access  &  Cost  Commission 
probably  is  "trying  to  get  doctors 
under  control,"  at  least  the  few  who 
abuse  the  public's  trust  by  over- 
charging or  ordering  unneeded  pro- 
cedures. With  medical  care  costs 
continuing  to  go  through  the  roof, 
the  nation  has  a  legitimate  interest  in 
knowing  if  neurologist  A  is  doing 
brain  tumor  workups  on  all  of  her 
chronic  headache  patients  or  if  prac- 
titioner B  is  billing  for  services  on  an 
average  day  that  would  take  27 
hours  to  perform. 
-Robert  D.  Gillette,  M.D. 
Poland,  Ohio 

Sir:  I  think  a  great  share  of  the 
responsibility  for  the  collapse  of  con- 
fidentiality should  be  placed  directly 
on  the  shoulders  of  the  providers  of 
health  care.  If  they  had  complied 
with  their  ethical  duty  to  protect 
patient-doctor  communications  at 
any  cost,  we  would  not  be  reading 
articles  like  this.  However,  confiden- 
tiality has  been  rationalized  away  by 
most  of  my  colleagues  for  the  sake  of 
self-preservation. 
-John  F.  Fielder 
President 

California  Institute  of  Psychology 
San  Francisco,  Calif. 
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what  if  you  didn't  have  to  worry  about  health 


What  if  there  were  a  health  care  company  that  anticipated  your Juture  business  needs?  With  a 
broad  array  of  cost  effective,  customized  managed  care  options,  and  the flexibility  to  change  Kfflfl 

as  your  needs  do?  Call  1-800-466-BLUE.  BlueCross  BlueShield  of  New  Jersey 

©1996  BlueCross  BlueShield  ol  Ni«  Jersey.  BlueCross  BlueShield  of  Ne«  Jer»e)  is  an  Independent  Licensee  nl  the  BlueCross  anil  BlucShielil  Association. 


Another  expert  tells  you 
where  to  put  your  money. 


"The  Lincoln  Town  Car  is  a  Best  Buy." 

Consumers  Digest 

Consumers  Digest  calls  a  Best  Buy  "a  product  that  offers 
outstanding  value  for  its  price."  We  call  it  Lincoln  Town  Car. 
The  editors  were  impressed  that  "this  big  Lincoln  retains  the  best 
of  what  has  always  been  good  about  large  American  sedans." 
The  experts  agree;  even  when  money  is  no  object,  value  is. 

Three  Ways  To  Lease 


$499/$2,100 

per  month  down 

24-Month  Red  Carpet  Lease 

First  Month  s  Payment"  $499 

Down  Payment  (Net  of  RCL  Cash)  $2,100 

Refundable  Security  Deposit  $500 

Cash  Due  At  Signing"  $3,099 

30,000-Mile  Lease 


or 


$585/$0 

per  month  down 

24 -Month  Red  Carpet  Lease 

First  Months  Payment*  $585 

Down  Payment  (Net  of  RCL  Cash)  $0 

Refundable  Security  Deposit  $600 

Cash  Due  At  Signing"  $1,185 

30,000-Mile  Lease 


or 


s 


13,491 


One-Time  Lease 
Payment 

APP  Payment  (Net  of  RCL  Cash)'  $13,491 

Refundable  Security  Deposit  $575 

Cash  Due  At  Signing"  $14,066 

Cash  Outlay  Over  24  Months"  $1 3,491 

30,000-Mile  Lease 


To  leam  more,  call  1  800  446-8888  or,  for  information  via  the  Internet,  enter  http://www.Lincolnvehicles.com. 


LINCOLN 

What    A    Luxury   Car     Should  Be 

•'96  Lincoln  Town  Car  F.v  i  Rl  1P.580  excluding  tide,  taxes  and  license  fee.  Conventional  and  Advance  Payment  Program  lease  payments  based  on  average  capitalized  cost  of  91.01%  of  MSRPfor  24-month  closed-end 

Ford  Credit  Red  Carpet  Lease;  (80 )  purchased  in  the  nation  through  2/29/96.  Some  payments  higher,  some  lower.  See  dealer  for  payment/terms.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  price  negotiated  with  dealer  at  sign- 
ing. Lessee  responsible  for  excess  wear  and  tear  and  mileage  ow. .  'O.OOO  at  $. !  1/mile  Credit  approval/insurability  determined  by  Ford  Credit.  For  special  lease  terms  and  $  1 .750  Ha  cash,  take  new  retail  delivery  from  dealer  stock  by 
7/2/96.  Monthly  payments  total  (1 1,97  0  di  rwu  payment  <r  S 1 4,040  with  $0  down  payment.  Current  Lincoln  owners  and  lessees  qualify  for  an  additional  $500  owner  loyalty  incentive  toward  the  purchase  or  lease  of  a  new 

'96  Town  Car  prior  to  72/96.  See  dealer  for  complete  details.  "Exclufe  tax,  title  and  license  fee. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


BONDS  ARE  A  BUY 

Bond  prices  will  be  going  up;  long-term  interest  rates        Contrary  to  what  Fed  economists  and  the  Treasury  De- 
will  be  coming  down.  Inflation  is  not  reviving.  The  gold    partment  believe,  growth  does  not  debase  the  currency, 
price  is  receding  a  bit.  If  inflation  were  in  the  offing,  the        And,  contrary  to  the  Administration's  thinking,  tax  cuts, 
cost  of  the  yellow  metal  would  be  rising.  not  easy  money,  are  the  key  to  a  more  vibrant  economy. 

DO  IT  FOR  AMERICA,  TOO 

A  bipartisan  bill  to  enact  a  flat  tax  in  Washington,  D.C.  This  flat  tax  is  being  strongly  advocated  by  Washington's 
has  been  introduced  in  Congress.  Residents  of  the    liberal  delegate  to  Congress,  Eleanor  Holmes  Norton.  She 


nation's  capital  could  choose 
to  file  under  the  old  system  if 
it  worked  in  their  favor. 
Otherwise,  they  could  file 
under  the  new  tax  rate,  which 
would  be  a  low  15%  with 


Senators  Offer  Bipartisan  Plan 
To  Cut  Taxes  in  Washington 


-NEW  YORK  TIMES 


and  other  proponents  see  this 
as  the  best  way  to  revive  the 
District's  moribund  economy 
and  to  attract  a  now  almost 
nonexistent  middle  class. 
Which  begs  the  question: 


generous  exemptions:  $15,000  for  single  filers,  $25,000  If  the  flat  tax  is  good  enough  for  the  capital,  why  isn't  it 
for  heads  of  household  and  $30,000  for  married  couples,     good  enough  for  the  nation? 

CRITICS  CARP 


that  the  flat  tax  would  boost  the  deficit,  benefit  only  the 
rich  and  wreck  housing  prices.  Now  a  new  study  has 
come  out  that  should  demolish  these  criticisms — and 
others — once  and  for  all. 

Economists  Barry  Seldon  of  the  University  of  Texas 
and  Roy  Boyd  of  Ohio  University  tested  the  flat  tax 
using  an  econometric  model  that  has  passed  muster  with 
numerous  economist  peers.*  Their  findings: 

•  The  economy  would  blossom  with  high  rates  of  growth. 

•  Lower-income  Americans  would  gain  the  most  propor- 
tionately from  the  flat  tax,  even  with  the  elimination  of  the 
earned  income  credit  (my  own  proposal  retains  the  EIC). 

•  The  deficit  would  decline  (if  spending  were  controlled). 

•  Housing  values  would  go  up. 

Those  persons  earning  just  under  $13,000  would  see 
their  money-in-the-pocket  incomes  grow  almost  8%, 

WHAT  TAXES 

The  principal  source  of  Russia's  political  turmoil  is  eco- 
nomic. Devastating  inflation  has  impoverished  millions 
by  wiping  out  their  savings.  Growth  has  been  sharply 
uneven,  with  much  of  the  prosperity  concentrated  in 
Moscow,  St.  Petersburg  and  a  handful  of  other  centers. 

The  chief  villain  of  the  lack  of  economic  progress  is  the 
tax  code,  a  monstrosity  of  horrific  complexity  and  incen- 
tive-crushing rates.  Why  the  International  Monetary  Fund 
and  Western  consultants  haven't  pressed  for  growth-ori- 


while  those  making  over  $65,000  would  gain  but  2.4%. 
Part  of  the  explanation,  of  course,  is  that  many  lower- 
income  Americans  would  pay  no  tax  under  a  flat  tax 
because  of  the  high  personal  exemptions.  But  the  model 
also  demonstrates  that  the  low  tax  rate  combined  with 
simplicity  would  expand  the  economy,  creating  more 
and  better-paying  jobs. 

The  extra  economic  growth  would  increase  govern- 
ment revenues,  shrinking  the  deficit.  The  Kennedy  across- 
the-board  tax  cuts  of  the  early  1960s  and  the  similar 
Reagan  cuts  of  the  early  1980s  both  triggered  long-last- 
ing economic  booms  that  boosted  government  revenues. 

With  the  flat  tax,  the  only  losers  would  be  Washing- 
ton's army  of  influence  peddlers  and  the  IRS,  which 
would  be  a  fraction  of  the  size  it  is  today. 
*Study  available  from  the  National  Center  for  Policy  Analysis,  Dallas,  Tex. 

RUSSIA  MOST 

ented  rationalizations  is  beyond  belief.  Until  recently,  the 
effective  tax  on  above-minimal  salaries  was  111%.  Even 
with  the  repeal  of  the  so-called  excess  wage  tax,  it  still  costs 
an  employer,  on  average,  $100  to  pay  an  employee  $65. 

Russia's  sick  tax  system  hits  businesses  with  up  to  180 
different  local  and  federal  exactions.  Tax  regulations  can 
be,  and  are,  written  by  a  number  of  different  agencies 
that  joust  with  one  another  for  power  and  turf.  These 
include  the  central  bank,  the  finance  ministry,  the  State 
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Tax  Service  and  others.  Enterprises  must  cope  with  the 
conflicting  procedures  of  these  rival  agencies,  including 
their  levies'  coming  due  at  different  times  of  the  year. 

Depreciation  schedules  are  unrealistically  low,  thereby 
inflating  taxable  profits. 

Foreign  investment  is  effectively  discouraged,  not  only  by 
the  government's  capricious  changing  of  agreements  and  by 
the  power  of  gangsters  but  also  by  an  absurd  provision  of 
the  Value  Added  Tax.  This  places  a  20%  tax  on  any  loans  a 
foreign  company  makes  to  its  Russian  subsidiary  or  partner. 

Russian  tax  collectors  make  our  IRS  look  like  pussy- 
cats. No  rational  avenue  of  appeal  exists,  and  fines  are 
ferocious  and  arbitrary  When  applied,  penalties  of  100% 
of  the  alleged  understatement  of  income  are  routine — 
plus  annual  interest  of  255%. 

A  ludicrous  securities  tax  has  driven  traders  in  Russia's 
nascent  stock  market  to  trade  outside  the  country. 

The  only  way  to  meet  IMF  targets  on  deficit  reduction, 
other  than  by  printing  more  rubles,  is  to  slash  government 
expenditures,  which  have,  in  real  terms,  fallen  by  almost 


half.  When  an  economy  is  as  weak  and  uneven  as  that  of 
Russia,  these  cuts  hurt  and  arouse  enormous  resentment. 
The  government  responds  with  more  and  more  taxes, 
deepening  the  deadly  cycle.  Honesty  and  openness  are 
punished,  driven  underground,  providing  fodder  for  local 
mafias.  Politically  well-connected  businesses  get  exemp- 
tions. So  do  many  foreign  companies.  All  of  this  gives 
people  the  feeling  that  the  game  is  corrupt  and  rigged. 

If  radical  rate  cuts  and  simplification  were  instituted, 
government  revenues  would  increase,  just  as  they  have  in 
China.  The  Russians  could  then  do  what  the  Chinese 
have  done — allow  entrepreneurs  to  compete  with  politi- 
cally important  state  enterprises,  thereby  easing  the  tran- 
sition to  a  more  vibrant  private  sector  and  avoiding  the 
bone-crushing  disruptions  of  shock  therapy. 

The  West's  ability  to  influence  Russia's  internal  events 
is  limited.  But  at  least  we  could  give  sensible  advice  and 
encouragement  instead  of  the  toxic,  destructive  remedies 
the  IMF  and  our  shock  therapists  have  been  lethally 
applying  to  this  critical,  troubled  country. 


PERMITTING  POT  IS  PERNICIOUS  ROT 

The  beguiling  notion  that  decriminalizing  the  use  of  smoke  and  drink,  it  makes  no  sense  at  all  to  ease  the  avail- 
"mild"  narcotics  such  as  marijuana  would  allow  authori-  ability  of  marijuana.  We  have  seen  how  laws  covering 
ties  to  crack  down  more  effectively  on  hard  drugs  still    underage  use  of  alcohol  and  cigarettes  have  been  flouted. 


persists  (even  in  a  recent  Forbes 
story  about  the  Netherlands).  Alas, 
the  idea  is  destructive  nonsense. 

Marijuana  is  extremely  harmful.  One 
joint  does  the  equivalent  damage  to 
the  lungs  of  four  cigarettes.  Pot  weak- 
ens the  immune  system.  It  also  appears 
to  reduce  the  IQs  of  babies  born  to 
inhaling  mothers.  It  distorts  percep- 
tions, impairs  memory  and  reduces 
concentration.  It  can  be  addictive  psy- 
chologically, and  there  is  growing  evi- 
dence that  it  can  also  be  physiological- 
ly addictive.  While  experts  debate 
whether  marijuana  medically  leads  to  the  use  of  harder 
drugs,  the  fact  is,  as  the  Center  on  Addiction  and  Substance 
Abuse  points  out,  that  adolescents  who  smoke  this  weed  are 
85  times  more  likely  to  use  cocaine  than  those  who  do  not, 
and  they  are  more  prone  to  violent  behavior  and  to  suicide. 

The  experience  of  the  1970s,  when  several  states 
decriminalized  the  personal  possession  of  small  amounts 
of  pot,  suggests  that  legalization  leads  to  higher  use.  At  a 
time  when  we  deplore  the  growing  number  of  teens  who 


Up  in  smoke:  Legalizing  pot  will  sprout  a 
country  of  drug  addicts,  young  and  old. 


Why  do  we  think  the  experience  will 
be  different  with  legalized  pot? 

The  Netherlands  is  hardly  an  inspir- 
ing example  of  the  benefits  of  marijua- 
na permissiveness.  From  the  mid- 
1980s  to  the  early  1990s  teenage  use 
of  pot  in  America  declined  by  two- 
thirds;  in  the  Netherlands  it  increased 
by  250%.  The  number  of  addicts  of 
both  hard  drugs  and  pot  have  sharply 
increased  there.  No  wonder  the  Dutch 
have  upped  the  legal  age  for  patrons  of 
marijuana  "coffee  shops"  from  15  to 
18.  Amsterdam  is  also  enacting  regula- 
tions to  reduce  the  number  of  these  pot  dens  by  half.  More- 
over, the  easy  availability  of  marijuana  in  Holland  has  made 
the  country  a  smuggling  center  to  neighboring  nations. 

The  war  on  drugs  is  like  most  wars — there  are  few  cheap 
and  easy  victories.  We  need  greater  enforcement  (until  this 
election  year,  the  Clinton  Administration  was  giving  that  task 
short  shrift).  Just  as  important,  we  need  a  renewal  of  Nancy 
Reagan's  effective  "Just  Say  No"  campaign.  Until  Clin- 
ton was  elected,  marijuana  use  was  dropping  in  America. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  The  Grange  Hall— 50  Commerce  St.  (Tel.:  924- 
5246).  Charming,  offbeat  place  serving  delicious  Ameri- 
can fare.  Imaginative,  tasty  entrees  include  cranberry- 
glazed  pork  chops  witii  Shaker  poached  apples;  grilled 
lamb  steak  with  rosemary,  fried  Idaho  potatoes  and  chow- 
chow;  baked  freshwater  trout  with  wild  rice  and  wheat 
berry  medley.  Especially  delicious:  side  dish  of  braised 
beets  with  balsamic  vinegar. 

*  Campagna— 24  East  21st  St.  (Tel.:  460-0900). 
Attractively  lit,  casually  chic,  rusti  :  Italian  restaurant. 


Recommended  main  dishes:  rosemary-roasted  cod,  and 
lamb  served  with  polenta. 

Willow — 1022  Lexington  Ave.,  at  73rd  St.  (Tel.: 
717-0703).  Homey  ambiance  and  good  service,  but 
overly  elaborate  fare. 

•  The  Lobster  Club— 24  East  80th  St.  (Tel.:  249- 
6500).  Sensational  food.  Among  the  most  savory:  crab 
and  couscous  cake  with  arugula  vinaigrette;  meat  loaf; 
rock  shrimp  in  paper  with  jalapeiio  tartar  sauce;  lobster 
club  sandwich.  Bl 
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Tiffany  Works 

It's  easy  to  choose  an  appropriate  business  gift. 
It's  quite  another  matter  to 
manage  an  entire  business  gift  program. 

Because  even  if  your  taste  is  impeccable, 
even  if  the  design  is  timeless, 
even  if  it  is  well  within  your  budget  and  even 
if  your  package  creates  instant  excitement... 
so  much  can  go  wrong. 

Tiffany's  Corporate  Division  takes  your 

business  gift  program  seriously. 
So  the  right  gift  arrives  in  the  right  hands 
at  the  right  time.  Every  time. 
Tiffany  works. 


Tl  FFANY  &  CO. 


FOR  INFORMATION  ON  A  TIFFANY  CORPORATE  ACCOUNT,    CALL  1-800-7  70-0080  EXT.  10 


AltaVista  ™ is  the  fastest,  hungriest  search  engine  on  the 


Internet,  the  first  that  can  index  every  word  of  every 


available  Web  page  ( 15  billion  words,  30  million  pages 


so  far),  delivering  results  almost  instantly,  even  listing  the 


TEST  DRIVE  THE  FASTEST  SEARCH  _ 

ENGINE  ON  THE  HIGHWAY.  K^fiNTiftft 
HTTP:// WWW.ALTAVISTA.DIGITALCOM  1 


most  relevant  sites  first.  Since  it  surely  takes  you  longer  to 


search  through  less  stuff  in  your  company's  data,  you  re 


probably  asking,  "When  can  we  have  an  AltaVista  around 


here?" And  the  answer  is,  "Right  now." AltaVista  is  a 


Digital  invention,  and  its  technology  is  ideal  for  corporate 


intranets.  So  we're  making  it  available  to  your  business, 


to  give  your  people  unparalleled  access  to  information, 


to  make  your  company's  network  as  responsive  and 


easy-to-use  as  the  Internet  at  its  best. 


SQSOQ0D 

WHATEVER  IT  TAKES SM    To  learn  more,  first  try  Alta  Vista  at  the 


address  above,  then  visit  our  software  Web  site  at  http:llwww. 


altavista.software.digital.com  or  call  1-800-336-7890. 

©1996  Digital  Equipment  Corporation.  Digital,  the  DIGITAL  logo  and  AltaVista  are  trademarks  and  Whatever  It  Takes  is  a 
service  mark  of  Digital  Equipment  Corporation.  Beta  of  Al'aVista  Search  is  currently  available  from  Digital  Equipment  Corporation. 


Other  Comments 


Book  Binding 

I  cannot  HELP  wondering  whether 
as  a  nation  we  are  compiling  archives 
at  a  rate  that  will  exceed  anyone's 
ability  ever  to  make  sense  of  them.  A 
number  of  observers  have  cited  the 
problem  of  "information  overload" 
as  if  it  were  a  recent  development. 

A  professor  of  mine  once  said  that 
the  only  thing  enabling  him  to  com- 
plete his  study  of  medieval  France 
was  that  so  many  of  the  records  he 
would  otherwise  have  had  to  look  at 
were  destroyed  during  the  Wars  of 
Religion  and  the  French  Revolution. 
-Cullen  Murphy, 
Atlantic  Monthly 

Russian  Roulette 

It  seems  never  to  have  occurred  to  the 
likes  of  Russia's  finance  minister,  Vla- 
dimir G.  Panskov,  that  there  is  some 
disconnect  somewhere  when  a  govern- 
ment piles  on  more  taxes  and  steps  up 
efforts  to  collect  them  and  yet  keeps 
coming  up  with  less  and  less  revenue. 
Someone  should  show  Mm  where  Rus- 
sia sits  on  die  Laffer  Curve.  Might  not 
it  make  more  sense  to  offer  a  sensible 
tax  system  with  rates  that  would  not 
encourage  Russians,  and  particularly 
newly  privatized  businesses,  to  exercise 
their  considerable  skills  at  tax  evasion? 
-George  Melloan, 
Wall  Street  Journal 

Running  Scared 

The  managed  care  industry  has 
come  to  recognize  that  medical  sav- 
ings accounts  might  threaten  its 
growing  control  of  American  medi- 


cine by  offering  a  more  attractive 
alternative.  As  a  result,  the  managed 
care  industry  has  recently  become  a 
vigorous  enemy  of  MSAs.  Every 
believer  in  competition  will  recognize 
that  opposition  for  what  it  is:  a  special 
interest  using  government  to  limit 
rather  than  expand  competition. 
-Milton  Friedman,  Nobel  Prize 
winner  in  economics  and  Hoover 
Institution  senior  research  fellow, 
in  Hoover  Institution  Newsletter 


When  Thomas  Jefferson  wrote  that 
"Governments  are  instituted  among 
Men,  deriving  their  just  powers 
from  the  consent  of  the  governed," 
it  was  a  simple  and  important  act 
of  the  human  spirit.  What  gave 
meaning  to  that  act,  however,  was 
the  fact  that  the  author  backed  it 
up  with  his  life.  It  was  not  just  his 
words,  it  was  his  deeds  as  well. 
-President  Vaclav  FIavel, 
Czech  Republic,  New  York  Times 

Tax  Racket 

The  current  steeply  graduated 
local  income  tax  (with  a  top  rate  of 
9.5%)  on  top  of  the  highly  graduat- 
ed federal  income  tax  (with  rates 
reaching  39.6%)  means  that  District 
of  Columbia  residents  face  some  of 
the  most  punishing  marginal  income 
tax  rates  in  the  country.  Is  it  any 
wonder  that  successful  entrepreneurs 
have  been  fleeing  the  city? 

Businesses,  too,  have  fled  the  city 
and  taxes  are  again  a  critical  reason.  A 


1994  study  conducted  by  the  George 
Washington  University  Center  for  the 
Advancement  of  Small  Business  found 
that  the  number  one  reason  for  busi- 
nesses to  leave  Washington  was  taxes 
of  all  types  controlled  by  the  city. 
-John  E.  Berthoud, 
Washington  Times 

Traveler's  Check 

Traveling  is  anxious  work.  The  trou- 
ble with  "Getting  Away  from  it  All"  is 
that  you  indeed  get  away  from  it  all — 
all  those  background  comforts  of 
home — as  well  as  from  the  uncon- 
scious ease  with  familiar  smells, 
sounds,  and  cultural  patterns.  Having 
all  your  mental  systems  on  full  alert 
for  a  long  time  is  exhausting.  One  gets 
cranky.  And  two  get  even  crankier. 
-Robert  Fulghum, 
Maybe  (Maybe  Not) 

Everyone  Profits 

[The  idea  that]  rising  profits  are 
crimping  worker  living  standards  is  a 
myth.  Compare  today  with  the 
1960s,  a  golden  age  for  workers 
when  real  wages  rose  rapidly.  In 
1965,  for  every  $100  in  employee 
compensation,  there  was  $20.74  in 
corporate  profits.  In  1994,  the  figure 
was  $13.55,  more  than  one-third  less. 

Moreover,  that's  before  taxes.  If  you 
wiped  out  after-tax  corporate  profits 
and  gave  the  money  to  labor,  you 
could  not  raise  wages  by  as  much  as 
10%.  Profits  actually  help  labor.  As  Cal- 
vin Coolidge  said  over  80  years  ago, 
"Large  profits  mean  large  payrolls." 
-Richard  Vedder,  Center  for  the 
Study  of  American  Business, 
Washington  University  (St.  Louis), 
Investor's  Business  Daily 

Public  Embarrassment 

A  group  of  high-school  seniors  in — 
it  happened  to  be  Arkansas  but  could 
have  been  any  state  that  commits 
public  education — was  given  this 
poser:  What  is  27%  of  100?  In  order 
not  to  wound  the  students'  self- 
esteem,  we  carefully  report  the 
results  in  language  beyond  their 
grasp:  50%  of  them  flunked. 
-National  Review  N*" 
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FaCt  #1 :  We  use 

more  airplanes 
than  FedEx®  and 
UPS®  combined  to 
make  sure  your 
priority  package 
or  envelope  gets 
to  its  destination. 


FaCt  #2:  We  have 
165,000  more  trucks 
than  FedEx  and 
70,000  more  than 
UPS  to  make  sure 
your  priority 
package  or 
envelope  can  be 
delivered  to  any 
address  you  want  in  the  U.S. 


TRUCKS 


^fOBOP-0FF^ 


Fact  #4:  Unlike  FedEx 
and  UPS ,  you  don '  t 
have  to  make  a 
special  call  for  ~ 
a  Priority  Mail 

pick-up.  Your 
everyday  postal 
letter  carrier 
can  see  that  it 
gets  the  attention 
it  deserves. 


Fact  #3:  If  you 

prefer ,  you  can 
drop  off  your 
Priority  Mail™ 
envelope  at  any 
one  of  330,000 
locations . 
1  That's  288,000 
more  than  FedEx 
and  250,000  more 
than  UPS. 


^fSATUP^ 


Fact  *5:  Priority 

Mail  delivers 
to  every  address 
and  P.O.  Box 
in  the  U.S. 
FedEx  doesn't. 
UPS  doesn't. 


DELIVERY 


Fact  #6:  Priority 

Mail  gives  you 
Saturday  delivery 
at  no  extra  charge. 
FedEx  doesn't. 
UPS  doesn't. 


Price  comparisons  are  based  on  Priority  Mail  up  10  2  lbs.  versus  2-lb  published  rates  tor 
|  |  UPS  2nd  Day  Air®  and  FedEx  2Day™  Priority  Mail  is  delivered  in  a  national  average  ot 
2-3  days,  measured  Irom  Post  Office  to  Post  Office  ©1996  USPS 


What's 
Your  < 
Priority? 


PRIORITY 
MAIL 


UNITED  STATES  POSTAL  SERVICE ™ 


1-800-THE-USPS  ext.  2003  http://www.usps.gov/ 
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MPEG  chips  are  used  in  digital' '■< 
boxes  to  decode  audio  and  video  signals  SGS-THOMSON 
has  shipped  over  5  million,  more  than  any  other 
manufacturer  to  date.  And  its  latest  microcore  based 
products  are  setting  new  standards  in  performance  and 
flexibility.  The  company's  ability  to  repeatedly  find 
technology  solutions  to  tough  application  challenges 
makes  ST  the  partner  of  choice  for  some  of  the  most 
advanced  TV  and  multimedia  systems  manufacturers. 


57. 


SCS-T  9SVIS0N 


The  SGS-THOMSON  Microelectronics  Group  provides 
Service  and  Technology  throughout  the  world: 


You  Already  See 
Things  Our  Way 


We're  SGS-THOMSON  Microelectronics. 

We  make  the  microchips  that  turn  video 
signals  into  visual  images.  So  when  you  turn 
on  your  computer  monitor  or  tune  in  your  TV, 
you're  probably  seeing  things  our  way. 

Our  MPEG  audio/video  decompression 
chips  are  just  one  example.  By  working 
hand-in-hand  with  the  industry's  leading 
manufacturers  of  home  entertainment 
systems  we've  become  a  major  supplier  of 
integrated  circuits  for  digital  satellite  TV  -  the 
new  revolution  in  home  entertainment.  In 
fact,  with  more  than  5  million  parts  shipped, 
ST  is  the  world's  number  one  provider  of 
MPEG  ICs. 


Our  ability  to  work  with  partners  from  all 
industries  to  produce  differentiated  products 
sets  ST  apart  from  the  crowd.  Moreover,  it 
makes  us  one  of  the  most  consistent 
performers  in  the  microelectronics  industry. 

Again  last  year,  for  example,  our  net 
revenues  were  up,  this  time  by  34%  to 
$3,554  billion  with  earnings  up  from  $363.5 
million  to  $526.5  million.  And  our  first 
quarter  results  this  year  underline  our 
consistency  with  earnings  of  $175  million. 

We're  SGS-THOMSON,  a  force  to  count 
on  in  microelectronics. 

Contact  us  now  and  you'll  find  that  we  are 
a  company  well  worth  looking  at. 


Shouldn't  You 
Look  Us  Up! 

Service  and  Technology 

Contact  SGS-THOMSON  on  these  fax  numbers:  The  Americas  +1617  2599442  STM 
Asia  Pacific  +  65  4820240  -  Europe  +  33  50402860  -  Japan  033  28041  31  fjvSf 
Visit  our  web  site  at  http://www.st.com  i=  1 

Australia,  Brazil,  Canada,  China,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea,  Malaysia,  Malta,  Morocco, 
The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  United  Kingdom,  U.S.A. 


•  t<?96  WOOEl  V£AP  VEHICLE  MSRP  IS  S55.000  ING  DEAtfP  PPEP  BUT  EXClUDES  DESTINATION  & HANOIING  CHAtGES,  TAXES.  LICENSES  S OPTIONS  ACTUAl  «iCE  DEPENDS  ON  DEAlE?  *  SUBJECT  TO  CHANGE  WHOUT  NOTICE  READ UGHWOttVE  KSPWSWOtf  KM  PlEWE  9UCCIE  UP K>  S£CU*ITV  ©IM6lAN0>OVtB  NCXTH  AMERICA  INC  | 

There  s  nothing  in  the  world  quite  like  it.  WeVe  checkec 

other  vehicle  comes  close  to  a  Range  Rover  4.0  SE.   Not  in  style,  refinement,  or  the  Sahara. 
That's  hecause  with  its  4.0-liter  V8  engine,  electronic  traction  control,  and  all-terrain  ABS,  it 
can  easily  travel  in  places  that  won't  even  sustain  life.   Let  alone  an  ordinary  vehicle.  And  if  it's 
menities  you're  looking  for,  look  no  farther.    There  are  individually  heated  front  seats,  dual  elec- 
tronic climate  controls,  and  even  an  eleven-speaker  audio  system,  to  name  just  a  few.   You'll  even  find 
dual  airbags.  ALTHOUGH  we  hope  you  never  do.  So  why  not  call  1-800-FINE  4WD?  Or  RANGE  ROVER 

visit  our  Web  site  at  http://www.LandRover.com  for  more  information.  We  admit 
that  a  855,000°  price  tag  is  a  rarity.  But  then,  so  is  the  Range  Rover  4.0  SE.  And  if 
you  still  have  any  doubts,  just  check  for  yourself. 


Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  sufficient  protection. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


HONG  KONG:  SUNNY  SIOES,  WITH  A  FEW  CLOUDS 


The  prevailing  mood  in  Hong  Kong — a  year  away  from 
China's  takeover — is  optimism,  tinged  with  generally  well- 
hidden  fears  of  what  life  will  be  like  after  July  1,  1997. 

All  sides — from  business  people,  investors  and  offi- 
cials of  the  outgoing  British  government  to  the  director 
of  the  New  China  News  Agency,  China's  advance  party 
arranging  the  transfer  of  sovereignty — express  their 
optimism  with  the  phrase  "Everything  will  be  all  right." 
This  positive  outlook  stems  from  these  factors: 

•  China  has  promised  to  leave  Hong 
Kong  basically  as  it  is  for  50  years. 

•  The  remarkable  infrastructure  and 
economic  strength  of  Hong  Kong 
make  it  too  valuable  for  China  to  force 
its  failed  policies  on  Hong  Kong. 

•  China  wants  to  prove  that  it  can  so 
manage  Hong  Kong  that  it  will  con- 
tinue to  be  the  success  it  has  been 
under  British  rule. 

•  China  needs  this  transfer  of  sover- 
eignty so  it  can  use  its  "one  country, 
two  systems"  argument  as  an  example 
of  how  it  could  take  over  Taiwan. 

Additional  reasons  for  optimism  are 
the  enormous  entrepreneurial  skills  of  Hong  Kong's 
people;  the  fact  that  they,  thanks  to  Governor 
Christopher  Patten's  courageous  efforts,  have  begun 
experiencing  the  benefits  of  democracy  and  are  unlikely 
to  give  them  up  lightly;  and,  most  prevalent,  the  belief 
that  no  one  could  be  stupid  enough  to  weaken  Hong 
Kong,  i.e.,  "to  kill  the  goose  that  lays  the  golden  egg." 
(Governor  Patten  gave  the  flip  side  of  this  when  he  said, 
"People  tend  to  forget  how  many  dead  geese  there  are.") 

What,  then,  is  the  underlying  fear  that  has  led  many  to 
leave  and  others  to  safeguard  an  exit  with  a  spare  pass- 
port? Mostly  it  is  the  feeling  that  the  post- Deng  Xiao- 
ping transition  is  not  yet  settled,  and  that  the  deep  oppo- 
sition of  the  old  Maoists  to  Deng's  free-market  reforms 
has  not  ended.  Many  fear  instability  will  reign  when 
Deng  (now  93)  dies.  Current  leaders'  statements  that 
China's  recent  move  along  the  capitalist  road  must  be 
slowed  or  stopped  lend  credence  to  these  fears. 

These  are  the  risks  for  business  against  which  the  pos- 
sibility of  making  enormous  profits  in  China  must  be 


Chief  Secretary  Anson  Chan,  CWW 


weighed.  Zhou  Nan,  director  of  the  New  China  News 
Agency  and  highest-ranking  PRC  official  in  Hong  Kong, 
dismissed  suggestions  that  China  will  not  keep  its  word 
and  declared  that  "therefore  the  future  of  Hong  Kong  is 
assured."  He  said,  however,  that  the  elected  Legislative 
Council  will  be  abolished  and  an  appointed  council  will 
replace  it.  A  Chinese-appointed  committee  of  400  will 
shortly  submit  suggestions  for  Hong  Kong's  chief  exec- 
utive, who  it  is  hoped  would  be  named  before  the  end  of 
1996.  China  has  said  nothing  about 
censorship  or  its  well-known  opposi- 
tion to  a  free  press,  but  a  recent  survey 
of  350  journalists  showed  almost  90% 
of  them  had  seen  evidence  of  trimming 
their  own  sails  to  fit  their  new  masters. 

Meanwhile,  Hong  Kong  continues  as 
vibrant  as  always.  Wong  Po  Yan,  chair- 
man of  the  Airport  Authority  of  Hong 
Kong,  told  us  that  the  new  airport  (the 
world's  largest  engineering  project  at 
over  $21  billion)  is  on  schedule  for  com- 
pletion in  1998,  with  additions  already 
planned.  A  new  extension  of  breathtak- 
ing design  is  doubling  the  size  of  the 
1989  Convention  and  Exhibition  Centre.  Clifford  Wallace, 
managing  director,  told  us  the  center  is  booked  for  years — 
another  sign  of  confidence  in  the  future.  Vital  acreage  is 
being  added  to  the  limited  land  area  by  the  world's  largest 
reclamation  project.  Aid  new  office  buildings,  hotels,  shop- 
ping malls  and  aparunent  buildings  are  visible  everywhere. 

Hong  Kong's  GDP  grew  over  5.5%  in  the  past  three 
years.  Total  exports  were  13%  higher  in  the  first  two 
months  of  1996  than  in  1995.  Unemployment,  at  3.3% 
from  February  through  April,  is  high  for  Hong  Kong, 
exceptionally  low  compared  with  other  countries'.  But 
inflation  in  February  was  6.6%  higher  than  last  year. 

Hong  Kong  is  successfully  recruiting  foreign  capital. 
Mrs.  Anson  Chan,  the  government's  chief  secretary, 
recently  led  a  delegation  of  business  and  cultural  leaders 
to  the  U.S.  to  extol  Hong  Kong's  vast  opportunities. 
Tourism  is  up  for  last  year,  and  we  were  told  that  "many 
who  left  two  years  ago  now  want  to  return." 

Hong  Kong's  future,  however,  will  depend  on 
China — and  on  the  strength  of  its  own  people.  m 
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The  all  new  6,500  nm  Gulf  stream  K5 
First  customer  deliveries  scheduled  for  later  this  year. 


r 


The  Gulfstream  V.8 


This  revolution  isn't  about 
borders  or  boundaries.  It's  about 
removing  them.  And  it's  fired  by 

the  same  spark  that  launched 
a  nation  two  hundred  years  ago. 
The  same  courage,  vision  and 
can-do-spirit  that  are  embodied  in 
a  company  called  Gulfstream. 


"Our  GV flight  test  team 
has  flown  everything 
from  F-14s  to  B-ls.  Day 
after  day  we  put  the  GV 
through  its  paces.  The 
plane  is  exceeding  even 
our  expectations.  The  GV 
is  going  to  be  a  great 
airplane  for  our  customers' 

—  John  O'Meara 
Chief  Test  Pilot 


As  an  entrepreneurial,  privately  owned 
American  company,  Gulfstream  has 
an  unmatched  legacy  of  innovation, 
quality  and  singular  customer  focus. 
We  are  dedicated  to  building 
the  safest,  most  comfortable, 
most  reliable  family  of  large  cabin 
corporate  jets  in  the  world. 
We  could  have  built  any  plane. 
But  we  listened  closely  to  our 
customers  and  chose  to  build 
this  plane  -  the  revolutionary, 
ultra-long-range,  Gulfstream  V. 

The  world  market's  response  has 
been  extraordinary.  Orders  have  far 
exceeded  projections  resulting  in 
a  backlog  fast  approaching 
three  billion  dollars. 

The  Gulfstream  V  is 
already  an  enormous  success. 
For  the  companies  that  will  fly  it. 
And  for  the  company  that  makes  it. 

Find  out  how  you  can  be  a  part  of 
a  new  American  revolution. 

Call  Bill  Boisture,  President, 
Gulfstream  Aircraft  Incorporated 
at  (912)965-5555. 


Gulfstream 
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An  analysis  of  a 
sampling  of  our 
immunization  data  showed  that 
less  than  70%  of  our  enrolled 
toddlers  were  receiving  proper 
immunizations.  A  new  program 
informing  parents  and  doctors  of 
this  lapse  raised  the  immunization 
rate  to  more  than  80%. 


We  didn't  invent  managed  care. 
We  reinvented  it. 

Managed  health  care  isn't  a  recent  brainstorm.  It's  been  around  for 
fifty  years  -  long  enough  for  a  few  cobwebs  to  grow  on  the  concept 
Which  may  be  why  United  HealthCare  has  grown  to  be  one  of  the 
largest  health  care  management  services  companies  in  America  -  by 
quietly  revolutionizing  the  industry. 

We  did  it  not  just  by  managing  care,  but  by  managing  information. 
It's  a  concept  we  call  "shared  intelligence"-  the  idea  that,  by  constantly 
analyzing  our  ten  million  patient-years  of  data,  we  can  consistently  improve 
our  services.  Over  the  years,  that  philosophy  has  enabled  us  to  assist  our 
participating  providers  to  increase  the  use  of  lifesaving  drug  treatments  for 
cardiac  patients. To  decrease  blindness  among  diabetics.  Even  to  raise  the 
life  expectancy  of  transplant  patients  while  reducing  transplant  costs. 

That  sea  of  information  is  also  the  basis  for  some  of  the  most  innovative 
health  programs  in  the  business.  From  HMOs  to  PPOs  to  an  affordable  and 
flexible  cone      called  Open  Access  that  keeps  both  patients  and  employers 
happy  with  more  freedom  and  better  cost  containment. 
In  other  words,  health  care  that's  designed  not  just  to  conform  to  industry 
standards,  but  to  appeal  to  the  most  fundamental  human  standards,  as  well. 


unii  Eitiealthcare 

http://www.uhc.com 
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Blue  lipstick  for  the  blue 


BY  DYAN  MflCHAN 


Outre 
clerks  in 
dog  collars 
may  look 
cool — but 
do  they  sell 
makeup? 


I  WAS  feeling  blue  one  day  last 
year  when  a  friend  suggested  I 
buy  some  makeup  to  cheer 
me — you  know,  $15  for  a  new 
lipstick  and  a  new  lease  on  life. 
With  me  in  tow  she  strode  confi- 
dently into  the  glass-walled  Greenwich 
Village  shop  run  by  the  redundantly- 
named  Make-up  Art  Cosmetics 
Ltd.,  mac  as  it  is  generally  known. 
For  the  uninitiated,  MAC  is  the  hot 
makeup  line,  very  hip,  very  New 
York,  very  cool.  Its  spokespeople 
are  Ru  Paul,  the  6-foot-7-inch 
drag  queen,  and  k.d.  lang,  the 
lesbian  pop  star  who  doesn't 
wear  makeup. 

"This   place   is   great,"   my  \  I 
friend  says  over  her  shoulder,   |.  I 
"none  of  the  salespeople  are  on  \ 
commission,  so  no  one  tries  to 
push  anything  on  you."  In  fact,  no 
one  would  wait  on  me.  I  try  several  clerks,  one 
wearing  a  corset,  another  a  dog  collar.  I  finally 
approach  a  young  man  whose  eyes  are  beauti- 
fully made  up  with  liner,  and  ask  if  he  might 
help  me.  "Sorry  honey,"  he  says  over  the  blar- 
ing rock  music,  "but  I  had  too  much  coffee 


Market  peaks 


BY  JAMES  M.  CLASH 


When 
climbing 
became 
chic— it 
became  even 
more 

dangerous. 


I  climbed  Mount  Kilimanjaro  with  CARE  in 
January,  a  relatively  easy  ascent;  not  one  of 
my  group  of  18  men  and  women  was  a  seri- 
ous climber.  Our  guide  was  Scott  Fischer,  one 
of  the  world's  best  mountaineers.  The  experi- 
ence was  so  exhilarating  that  when  Fischer 
asked  me  to  climb  Mount  Everest,  I  was 
tempted.  Four  months  later,  Fischer  and 
seven  others  were  killed  on  Everest. 


J     this  morning  and  my 
hands  are  shaking."  I 
leave  empty-handed. 
Am  I  missing  some- 
thing? A  year  later,  I 
notice  more  stores  and 
mac  makeup  counters 
around  the  city.  Estee 
Lauder  owns  51%  of  the 
outfit  and  is  obviously  backing 
it  with  its  well-established  distribu- 
tion network.  Later,  wandering 
by  one  store,  I  see  what 
are  obviously 
out-of-town 
customers 
milling  about, 
no  doubt  impressed 
by  the  spectacle.  Now  I  get 
it.  This  is  for  provincials  who  want  to 
experience  what  they  think  is  the  real  thing. 

As  for  me,  I'm  back  to  buying  my  cosmetics 
in  department  stores.  Those  commission-fed 
sales  clerks  typically  slather  compliments  as  well 
as  face  creams  all  over  you.  "That  shade  is  per- 
fect!" It  may  not  be  true,  but  it  feels  good  and 
I  always  buy  about  ten  times  what  I  planned. 
MAC  is  cool?  Too  cool  and  too  late  for  me. 


Looking  back  I  can  see  that  this  tragedy 
was  inevitable.  Mountain  climbing  was  start- 
ing to  look  too  easy,  what  with  experienced 
guides  like  Scott  Fischer  and  the  increasing 
number  of  inexperienced  climbers.  The  fren- 
zy started  when  the  1986  book  Seven 
Summits  inflamed  the  imaginations  of  many 
amateur  climbers  like  me.  The  book,  cowrit- 
ten  by  the  late  Frank  Wells,  of  Walt  Disney 
Co.,  and  Richard  Bass,  owner  of 
Snowbird  Ski  &  Summer  Resort — 
neither  one  a  professional  climber — 
described  their  efforts  to  climb  the 
highest  mountain  on  each  of  the 
seven  continents. 

Brochures  from  adventure  travel 
outfits  first  screamed:  "Climb 
Kilimanjaro,  only  $5,000!"  Lately  it's 
been,  "Climb  Everest,  $65,000!" 
Amateurs,  like  New  York  socialite 
Sandy  Hill  Pittman  and  British  actor 
Brian  Blessed,  took  on  the  world's 
highest  mountain.  On  one  especially 
lovely  day— May  12,  1992—32  peo- 
ple reached  Everest's  top,  about  the 
same  number  as  had  accomplished 
this  feat  during  the  first  two  decades 
following  Sir  Edmund  Hillary's  his- 
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toric  1953  climb. 

Then — Bang! — the  market  crashed.  On 
May  10,  a  surprise  storm  closed  in  on  the 
mountain  and  took  not  just  amateur  climbers, 
but  some  of  the  world's  best  mountaineers; 


Scott  Fischer  became  a  victim  of  the  ver) 
trend  he  helped  create. 

The  point:  Like  the  stock  market,  when 
everybody  is  going  one  way,  maybe  you 
should  go  the  other. 


The  cat-and-mouse  game  continues 


BY  TERZAH  EWINC 


A  glimmer 
of  hope 
for  speed 
lovers. 


Speed  fiends  feel  threatened.  The 
International  Association  of  Chiefs  of  Police 
recently  placed  the  laser  gun  on  its  list  of 
approved  products.  This  means  the  gun  now 
qualifies  for  federal  funds.  Translation:  More 
troopers  will  acid  the  laser  gun  to  their  arsenal. 
Unlike  radar,  whose  sloppy,  wide  beam  is  more 
likely  to  latch  onto  the  semi  in  the  next  lane 
than  your  litrie  coupe,  the  precise  laser  is 
almost  impossible  to  foil.  And  it  takes  just  a 
third  of  a  second  to  do  its  work. 

"A  trooper  in  New  York  likened  the  detec- 
tor going  off  to  the  sound  of  a  guillotine 
falling:  By  the  time  you  hear  it,  it's  too  late," 
says  Blair  Zykan,  head  of  sales  and  marketing 
for  Laser  Technology,  Inc.,  a  Colorado  com- 
pany that  sells  laser  guns  to  cops. 


As  I  take  off  down  Texas  Interstate  10,  with 
the  engine  of  my  Ford  Ranger  pickup  revving 
up,  I  wonder:  Is  there  any  hope  for  speed- 
lovers?  The  folks  at  Chicago's  Cobra 
Electronics  Corp.,  a  big  manufacturer  of  radar 
and  laser  detectors,  assure  me  there  is.  John 
Pohl,  Cobra's  marketing  head,  insists  lasers 
aren't  perfect.  Rain  or  fog  can  cause  distorted 
readings.  And  the  trooper  has  to  be  stationary 
when  he  aims.  Then  there's  the  famous 
"echo."  If  you're  driving  near  someone  target- 
ed by  a  laser  gun,  Pohl  says  your  detector  will 
hear  a  "splash"  as  the  laser  returns  with  its 
data.  Too  late  for  the  ensnared  driver — but 
still  time  for  you  to  hit  the  brakes.  In  the  cat- 
and-mouse  game  of  troopers  and  drivers,  the 
mouse  still  has  a  chance.  ■■ 
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Edward  McKelvey,  senior 
economist  at  Goldman, 
Sachs,  fears  recent  econom- 
ic data  will  force  the  Fed  to 
raise  short-term  interest 
rates  (federal  funds)  from 
5.25%  to  5.75%  by  summer's 
end.  On  his  mind:  Compared 
with  May  1995,  hourly 
wages  are  up  3.4%,  to 
$11.75.  It  doesn't  sound  like 
much,  but  McKelvey  worries 
that  the  rise  in  labor  costs 
will  push  consumer  prices 
up  an  annual  average  of 
3.1%  in  1996,  compared  with 
2.8%  for  last  year. 


(1967=100) 


Current  271.71*       Previous  270. 5t        Percent  change 
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'I've  opened 
my  first  store 
on  the 

World  Wide  Web 
and  I  think 
my  computer 


files  just  got  ft  ft 

mugged. 


PROTECT 


There's  nothing  more  exciting  than 
new  customers  on  the  Web. 
But  the  viruses  they  can  bring  are  not  so  nice. 
For  just  $49  you  can  do  business  on  the 
World  Wide  Web  without  risking  your  computers. 

With  IBM  AntiVinis  software,  you  can  stop 
over  6,800  different  viruses  dead  in  their 
tracks  -  before  they  damage  your  files  and  network. 
IBM  Antivirus  is  easy  to  install  and  works 
with  Windows®  95,  Windows  3X,  OS/2®  Warp  and 
DOS.  And  this  Internet  security  is  also  available 

Prices  are  suggested  relail  lor  Ihe  U  S  only  and  are  subject  lo  change  IBM  and  OS/2  are  registered  trademarks  and  Solutions  lor  a  smalt  planet 
is  a  trademark  oi  IBM  Corp  All  other  company  and/or  product  names  are  trademarks  ol  their  respective  companies  ©  1996  IBM  Corporation 


as  a  quarterly  subscription  plan  to  keep  you  safe  from 
new  nasties  as  they  are  discovered. 

There's  never  been  a  better  time  to  do  business 
on  the  World  Wide  Web.  And  for  $49  there's  never 
been  a  simpler  way  to  stay  safe  as  well. 

Stop  by  our  home  page  at  www.brs.ibm.com/ 
ibrnav.html  or  call  1  800  IBM-7080,  ext.G120, 
for  more  information. 


Solutions  for  a  small  planet™  =  =£  =^r= 


Move  over,  rock  music.  Opera 
is  becoming  a  mass  business. 


Popera 


By  Robert  La  Franco 

Hundreds  of  fans  lined  up  outside 
the  house  waiting  to  buy  the  few 
remaining  tickets,  most  of  them 
hopeful  students  in  new  blue  jeans, 
pressed  polo  shirts,  knapsacks  and 
Dr.  Martens  work  boots.  A  rock  con- 
cert? No,  a  performance  of  Puccini's 
Mndrtma  Butterfly  at  the  L.A.  Opera 
last  month. 

"Going  to  the  opera  or  even  the 
ballet  is  kind  of  an  important  date,11 
says  John  Mangum,  a  21-year-old 
history  major  at  U(  LA  and  an  arts 
editor  of  its  Daily  Bruin,  who  has 
taken  his  girlfriend,  Regina  Su,  to 
seven  opera  performances  this  year. 
"It's  something  more  than  just  going 
to  see  Twister.''' 

Opera  has  become  one  of  the  hot- 
test sectors  in  the  entertainment  busi- 
ness. According  to  Opera  America,  a 
trade  association,  the  number  of  U.S. 
opera  companies  has  climbed  from  60 
in  the  late  Seventies  to  109  today. 
Attendance  is  way  up,  especially 
among  younger  fans.  Between  1982 
and  1992,  18%  more  18-to-24-year- 
olds  spent  nights  at  the  opera,  even 
though  that  age  group  shrank  by  16% 
during  that  period. 

Jumping  on  the  trend,  record  com- 
panies, concert  promoters  and  Madi- 
son Avenue  executives  have  been 
turning  their  marketing  machines 
loose.  In  Tokyo  in  late  June  promoter 
Matthias  Hoffmann  will  kick  off  the 
first  world  tour  of  the  Three  Tenors — 
Luciano  Pavarotti,  Placido  Domingo 
and  Jose  Carreras. 

The  tenors  will  do  just  ten  shows  in 
stadiums  around  the  world,  but  those 
ten  shows  will  be  the  biggest,  most 
profitable  live  musical  events  of  the 
year.  Expected  worldwide  gross:  up 
to  $150  million  from  ticket  sales. 


merchandise,  TV  rights  and  corporate 
sponsorships. 

Stars  Pavarotti,  Domingo  and  Car- 
reras should  each  receive  more  than 
$10  million.  Conductor  James  Levine 
may  get  $5  million.  Tibor  Rudas, 
owner  of  the  Three  Tenors  show  and 
producer  of  the  group's  1994  one- 
stop  live  event  at  Dodger  Stadium  in 
Los  Angeles,  will  collect  about  $5 
million  from  selling  the  rights  to 
Hoffmann. 

When  the  show  hits  Giants  Stadi- 
um (capacity  60,000)  in  New  Jersey 
on  Julv  20,  the  average  ticket  price 
will  be  $250,  with  more  than  4,000 
tickets  costing  between  $1,000  and 
$1,500  each. 

Some  500  premium  tickets  that 
offer  a  reception  with  the  three  stars 
will  be  sold  for  $2,500  apiece.  Com- 
pare these  prices  to  what  the  Rolling 
Stones  charged  when  they  played  Gi- 
ants Stadium  last  year:  $55. 

Hoffmann,  the  new  opera  impresa- 
rio, made  his  name  promoting  out- 
door rock  festivals  in  Germany  in  the 
Seventies,  featuring  bands  like  Deep 
Purple,  Led  Zeppelin  and  Genesis. 


Sopranos  Cecilia 
Bartoli  (above)  and 
Kathleen  Battle.  At 
right,  the  Three 
Tenors:  Placido 
Domingo,  Jose 
Carreras  and 
Luciano  Pavarotti 
Opera  purists 
might  gag,  but 
so  what? 
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He's  betting  big  money  that  opera 
can  draw  as  well  or  better  than  rock. 
He  put  up  $90  million  to  make  the 
tour  happen,  but  hopes  for  a  profit  of 
$25  million.  "If  this  is  a  promoter's 
fantasy,  the  fantasy  has  been  very 
big,"  grins  Hoffmann. 

In  a  way  Hoffmann  is  reviving  an 
old  tradition  of  big-money  opera.  In 
1850  P.T.  Barnum  paid  Jenny  Lind— 
"the  Swedish  Nightingale" — $1,000 
per  night  to  tour  America.  In  a  two- 
year  stint  Barnum  grossed 
$712,000 — huge  money  in  those 
days — more  than  $12  million  in  to- 


Popera  impresario  Matthias  Hoffmann 
Promoting  Led  Zeppelin,  Genesis  and 
other  rockers  was  good  training. 


day's  money. 

In  the  Twenties  tenors  Enrico  Ca- 
ruso and  John  McCormack  got  mod- 
estly rich  playing  small  amphitheaters 
and  festivals.  But  in  recent  years  opera 
has  retreated  to  gilded  opera  houses 
where  the  ticket  sales  have  had  to  be 
supplemented  by  fundraising  to  keep 
the  once-popular  art  form  alive.  In  the 
U.S.  last  year  opera  companies  cov- 
ered half  their  $434  million  budgets 
with  private  donations  and  some  gov- 
ernment subsidies. 

The  official  top  fee  for  singing  one 
night  at,  say,  the  4,000-seat  New 
York  Metropolitan  Opera  is  less  than 
$15,000,  although  a  handful  of  stars 
demand  slightly  more. 

Slowly,  however,  communications 
technology  has  been  creating  a  poten- 
tial new  mass  audience.  Satellite  tele- 
vision and  the  advent  of  supertitles — 
translations  of  foreign  language  lyrics 
displayed  above  the  stage  or  on  the 
backs  of  opera  house  seats — have  cre- 
ated new  fans. 

Sniffing  a  trend,  impresarios  Hoff- 
mann and  Rudas  arrived  on  the  scene. 
Herbert  Breslin,  Pavarotti's  manager 
and  publicist,  was  formerly  a  public 
relations  man  in  Detroit. 

Opera  purists  arc  s<  >mewhat  aghast. 
The  performers  don't  sing  an  entire 


score,  but  popular  arias 
from  operas  ranging  from 
Turandot  to  Riaolctto — as 
well  as  operatic  versions  of 
"SingiiT  in  the  Rain"  and 
other  crowd  pleasers. 

Thomas  Graham,  a  di- 
rector with  IMG  Artists  in 
London,  describes  the 
Three  Tenors  tour  with  a 
sniff:  "It's  a  cult  of  celebri- 
ty— it's  like  watching  the 
miniseries  instead  of  read- 
ing the  novel." 

So?  In  December  Tibor 
Rudas  booked  Pavarotti 
into  Cleveland's  2 1 ,000- 
seat  Gund  Arena.  Rudas 
sold  $1.5  million  worth  of 
tickets  to  the  event.  Pava- 
rotti typically  nets 
$200,000  "from  such  gigs. 

Corporations   now  pay 
top    opera    stars    up  to 
$75,000  to  show  up  at  their  events 
and  sing  for  as  little  as  half  an  hour. 

Forbes  estimates  that  in  1995  and 
1996  Pavarotti  will  earn  some  $20 
million  in  performance  fees  alone. 
Carreras  and  Domingo,  who  tend  to 
play  more  traditional  venues,  are  not 
far  behind. 

Mezzo  soprano  Cecilia  Bartoli  has 
appeared  on  late-night  television 
promoting  her  debut  at  the  Met  as 
well  as  her  new  album,  A  Portrait. 
Kathleen  Battle,  another  soprano,  has 
recently  released  an  album  of  popular 
love  songs  and  spirituals  titled  So 
Many  Stars  on  the  Sony  Classics 
label. 

As  they  were  in  the  past,  opera 
performers  are  becoming  popular  ce- 
lebrities. Tenor  Roberto  Alagna  and 
his  wife,  soprano  Angela  Gheorghiu, 
have  been  featured  in  publications 
such  as  \3S\Today  and  Vogue.  When 
they  were  married  in  May,  New  York 
City  Mayor  Rudolph  Giuliani  per- 
formed the  ceremony. 

This  fall  you'll  start  seeing  promo- 
tions for  Alagna  and  Gheorghiu's  lat- 
est release,  Ducts  &  Arias,  on  buses, 
television  and  in  magazines — the  al- 
bum has  a  six-figure  marketing  bud- 
get. A  few  years  ago  that  CD  would 
have  been  sent  to  the  stores  with  little 
marketing  support. 

Will  success  and  big  money  spoil 
the  stars?  How  could  it?  They  always 
had  big  egos  anyhow.  KM 
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"he  recent  budget  compromise  has  only  postponed  the  day  when 
government  will  be  grabbing  the  biggest  piece  of  the  GDP. 

Beyond  the 
foothills, 
the  mountain 


Bv  Peter  Brimelow 

THE  GREAT  federal  budget  battle  is  oxer  (sigh  of  relief).  For  now  (groan). 
Both  the  Republican  Congress  and  the  Democratic  White  I  louse  are, 
guess  what,  claiming  victory  and  a  balanced  budget  in  2002. 

More  important:  Bv  2002,  allegedly,  the  federal  government  grab 
will  be  dow  n  to  1X.5%  of  GDP  (Republicans)  or  18.9%  (White 
House),  well  below  the  1992  peak  of  23. 3%. 

But  .  .  .  be  careful.  Although  the  White  I  louse  appears  to  have 
given  ground  iii  the  "out  years" — immediately  pre  2002 — the 
overall  government  grab  as  a  share  of  GDP  over  the  same  period 
will  be  rather  higher  than  seemed  likely  last  Christmas. 

Masking  the  White  I  louse's  taetieal  success:  "The  Con- 
gressional Budget  Office  has  caved  in  to  more  optimistic 
White  House  economic  assumptions,"  w  rites  Prudential 
Securities'  Charles  A.  Gabriel  Jr.  in  his  Potomac  Perspec- 
tive, a  weekly  report  on  politics.  For  example,  the  (  BO  has 
accepted  lower  interest  cost  and  medical  inflation  fore- 
easts.  These  concessions  have  left  more  room  for 
spending. 

It  gets  worse  at  least  for  our  children  and  grandchil- 
dren, l  ook  beyond  the  gentle,  sloping  foothills  of  the 
Bush-Clinton  era  (see  main  chart).  The  federal  govern- 
ment's claim  on  the  economy  is  going  to  rise  like  a 
mountain  up  to  and  beyond  2030. 

1  Ins  mountain  is  guaranteed  already,  by  the  interaction 
between  the  current  entitlement  schemes  |  Social  Security, 
Medicaid .  Medicare )  and  the  aging  of  the  post-World  War 
II  baby  boomers. 

These  entitlements  are,  in  effect,  direct  transfers  from 
the  working  population  to  the  old  and  the  infirm.  So  that 
means  that  in  the  coming  years  the  federal  government 
grab  at  taxpayers'  incomes  must  increase,  whether 
through  borrow  ing  or  taxation  (see  chart,  far  right). 

The  federal  deficit?  An  astounding  18.5%  of  nop  in 
2030 — compared  w  ith  a  current  2",..  Of  course,  federal 
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taxes  could  be  increased  to  plug  the  deficit.  But  that  in  turn 
might  cause  gdp  growth  to  stall. 

If  state  and  local  government  spending  stays  constant  at 
about  11%  of  GOP,  the  total  American  government 
grab  would  reach  48.3%. 

Something's  got  to  give?  The  horrible  truth:  not 


necessarily.  For  example,  the  French  government 
grab  is  already  at  a  job-stifling,  prosperity 
dampening  54%,  partly  because  of  France's 
nasty  statist  tradition — but  partly  because 
the  French  demographic  transition  is  just 
further  along.  We  are  headed  in  the 
same  direction  if  we  continue  to 
regard  the  government  as  the 
ultimate  provider  of  pensions 
and  health  benefits.  m 
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How  does  it  feel  to  be  in  a  recession 
when  everyone  else  is  booming? 

In  good  times, 
prepare  for  bad 


By  Jerry  Flint 

Paccar  makes  heavy  trucks,  the  big 
$60,000-plus  tractors  that  pull  trail- 
ers down  the  interstates.  Its  brands, 
Kenworth  and  Peterbilt,  make  it  num- 
ber two  in  the  industry,  just  behind 
Freightiiner,  owned  by  Daimler-Benz. 

The  business  is  in  serious  recession. 
Paccar  figures  the  industry  will  end 
the  year  at  150,000  to  160,000  sales, 
down  25%  from  last  year,  and  that's 
not  the  end  of  it. 

"A  typical  downturn  lasts  a  mini- 
mum of  two  years.  Next  year  should 
still  be  down.  The  $64,000  question 
is  how  much  more,"  says  Charles 
Pigott,  chairman  and  chief  executive 
of  Paccar,  w  hich  is  headquartered  in 
Bellevue,  Wash.  He  figures  industry 
sales  are  running  at  a  rate  of  only 
120,000  a  year  right  now. 

But  Pigott  seems  almost  cheerful. 

"Hey,  some  months  ago  we  really 
had  a  black  scenario.  This  isn't  as  bad 
as  our  worst  case." 

This  is  a  good  time  for  the  rest  of  us 
to  pay  attention  here,  because  what  is 
happening  to  Paccar  and  its  industry 
has  happened  to  the  rest  of  us  before, 
and  will  happen  to  us  again.  Things 
go  up  and  they  also  go  down.  The 
downs  are  pretty  damn  scan'. 

Pigott,  67,  knows.  His  grandfather 
founded  the  company  (one  of  its  early 


names  was  Pacific  Car  &  Foundry 
Co.,  thus  Paccar)  90  years  ago.  It's 
been  through  boom  and  bust  and 
back  again. 

"A  normal  band  of  sales  is  125,000 
to  150,000  a  year.  Hey,  that's  good. 
A  dozen  vears  ago  [the  industry] 
looked  forward  to  125,000."  Order 
cancelations  started  last  fall.  Paccar 
was  the  first  to  shut  plants. 

Attention,  unions:  It  doesn't  pay  to 
strike  in  a  slump.  Last  August  Canadi- 
an autoworkers  struck  a  Paccar  plant 
in  Quebec.  They  were  demanding 
rich  pension  deals  similar  to  those  of 
U.S.  auto  companies.  Paccar  closed 
the  plant  this  year.  Good-bye,  900 
jobs.  Pigott  recently  bought  out  his 
Mexican  partner  and  has  moved  some 
production  there. 

When  things  are  bad  at  home,  you 
scramble  harder  elsewhere.  Pigott  ex- 
pects to  have  a  small  truck-making 
operation  started  in  China  by  year- 
end.  Europe,  where  Paccar  has  a  small 
subsidiary,  would  seem  natural  for 


Charles  Pigott,  Paccar  chairman;  the  T2000 
Lighter  and  more  fuel-efficient, 
"It's  a  revolution  in  heavy  trucks." 


serious  expansion,  but  isn't. 

"Sure,  we  could  push  harder  in 
Europe.  But  at  what  cost?  Europeans 
have  a  different  expectation  of  profits. 
The  consensus  is  they  don't  make 
money  on  units,  they  make  it  on  parts, 
and  market  share  is  very  important  to 
them.  We  count  on  our  truck  business 
to  be  profitable  year  in  and  year  out." 
Greedy?  No,  just  good  long-term 
thinking. 

"Our  last  loss  was  in  1938,"  says 
Pigott.  "One  reason  we've  been  prof- 
itable since  1938  is  we  pay  attention 
to  things  like  not  doing  business  just 
for  the  sake  of  market  share." 

Paccar,  which  did  S4.6  billion  in 
sales  last  year,  also  has  a  chain  of  124 
auto  parts  stores  in  the  West,  and 
Pigott  is  looking  for  acquisitions  to 
build  up  that  profitable  business,  too. 

With  all  this,  the  recession  hasn't 
been  too  painful  for  Paccar.  First- 
quarter  income — $36  million,  92 
cents  a  share — was  off  34%.  That  de- 
cline included  SI  1  million  for  closing 
a  plant  in  Quebec  and  for  stopping 
truck  building  at  a  plant  near  Seattle. 

Right  now  Peterbilt  truck  sales  are 
holding  their  own  against  last  year's, 
while  Kenworth  is  hurting.  But 
there's  a  new  Kenworth  coming  this 
summer,  the  T2000:  It's  lighter, 
more  fuel-efficient — saving  thou- 
sands of  dollars  a  year  per  truck  in  fuel 
costs — and  easier  to  build. 

Why  is  truck  building  slumping? 
"The  top  of  the  list  is  freight  ship- 
ments are  off,  so  you  don't  see  any 
rush  to  buy  additional  or  even  re- 
placement equipment,"  Pigott  says. 

"Next,  the  average  age  of  a  truck  a 
few  years  ago  was  eight  years.  Today  it 
is  something  over  five  years,"  thanks 
to  all  the  buying  the  past  few  years, 
which  means  the  fleet  is  fairly  modern. 

But  if  you  are  fundamentally  in 
good  shape,  you  don't  worn'  too 
much  about  the  downturns.  They 
end.  "No  new  railway  tracks  are  being 
laid  across  the  country.  Coal  will  be 
shipped  by  air  when  it  costs  as  much  as 
diamonds,"  he  jokes.  "If  you  have  to 
have  it,  it  comes  by  truck." 

It's  a  reminder  to  all  of  us  in  good 
times  like  these:  No  matter  how  good 
your  business  is,  no  matter  how 
promising,  there  are  going  to  be 
bumps.  Because  Paccar  has  always 
understood  this,  it's  coming  through 
this  downturn  fairly  easily.  ■ 
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While  competitors  bet  their  companies  by  buying  rigs, 
Parker  Drilling  played  a  cautious  hand. 


Gaged  eagles 


By  Christopher  Palmeri 

When  Robert  Parker  Sr.  gives 
motivational  speeches  to  local  high 
schools  and  community  groups  he 
brings  along  a  caged  bald  eagle. 
Parker  explains  his  stage  prop  as  a 
way  to  dramatize  the  need  for  self- 
reliance:  "The  eagle  can't  fly  or  hunt 
his  own  food,"  he  says.  "It's  corny, 
but  people  seem  to  like  it." 

There's  irony  here  because  Parker, 
72,  and  his  son  Robert  (Bobby) 
Parker  Jr.,  46,  haven't  been  flying 
very  high  themselves  in  recent  years. 
At  its  peak  in  the  early  1980s,  their 
Parker  Drilling  Co.  owned  more 
drilling  rigs  than  anyone  else.  In 
1982  Parker  Drilling  earned  nearly 
$80  million  on  sales  of  $619  million. 
The  stock  market  valued  the  compa- 
ny at  $1  billion.  The  Parker  family 
was  worth  $200  million. 

Then  came  the  collapse  in  oil 
prices  and  a  big  decline  in  domestic 
drilling.  Parker  Drilling  has  lost 
money  in  six  of  the  last  ten  years. 
Today  its  revenues  are  stuck  at 
around  $160  million.  The  company 
squeezed  out  a  $3.9  million  profit 
last  year,  but  its  market  value  hovers 
below  $400  million.  The  Parker 
clan's  stake  has  shrunk  to  8%,  now 
worth  $30  million. 

Struggling  through  hard  times, 
the  Parkers  seem  to  have  lost  their 
nerve.  Several  competitors  took 
advantage  of  the  long  downturn  to 
buy  more  rigs  at  depressed  prices. 
Houston-based  Noble  Drilling 
Corp.,  once  a  predominantly  land- 
based  driller,  invested  heavily  off- 
shore. A  drilling  boom  in  the  Gulf  of 
Mexico  has  doubled  rig  rates  there  in 
recent  months  and  Noble  is  swim- 
ming in  money. 

Parker  Drilling's  Tulsa  neighbor 
Helmerich  &  Payne,  Inc.  invested  in 
specialized  rigs  for  the  offshore 
market,  and  upgraded  its  land  fleet 
for  the  rigors  of  drilling  in  the  jungles 
of  South  America.  It,  too,  is  now 


coining  money. 

Palm  Beach  resident  Eugene  Isen- 
berg  and  New  York  City  money  man- 
ager Martin  Whitman  bought  up 
more  than  half  a  dozen  troubled 
drilling  companies.  Their  Houston- 
based  Nabors  Industries  is  now  the 
largest  operator  of  land  drilling  rigs  in 
the  world.  Nabors  earned  $51  mil- 
lion on  revenues  of  $573  million  last 
year;  it  is  valued  on  Wall  Street  at 
$1.5  billion. 

And  the  Parkers?  They  hunkered 
down  inside  their  Parker  Building 
headquarters  in  downtown  Tulsa. 


Parker's  capital  spending  as  a  per- 
centage of  sales  remains  among  the 
lowest  in  the  industry. 

When  customers  asked  Parker  to 
provide  drilling  crews  for  use  on 
other  people's  rigs — which  would 
have  enabled  Parker  to  expand  with- 
out heavy  capital  spending — Parker 
said  no  thanks.  "Our  thinking  was  if 
it  wasn't  our  equipment  we  didn't 
want  any  part  of  it,"  says  Bobby 
Parker  Jr. 

Instead  Parker  focused  on  being 
the  first  U.S.  operator  in  exotic 
locales    like    China,    Russia  and 
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Vietnam.  These  moves  have  yet  to 
pay  off.  Competitors  like  Nabors 
were  more  interested  in  having  20 
rigs  working  in  East  Texas  than  in 
having  the  first  one  in  Kazakhstan. 

Recently,  the  company  has  gotten 
on  the  restructuring  bandwagon, 
shedding  $16  million  worth  of  non- 
core  assets  and  cutting  staff  suffi- 
ciently to  trim  the  company's  $21 
million  administrative  budget  by  $3 
million.  However,  the  company's 
two  jets  and  the  Parkers'  compensa- 
tion ($1.5  million  between  them  last 
year,  plus  $220,000  in  entertain- 
ment at  their  ranches)  seem  to  have 
escaped  the  cutbacks. 

Thanks  to  the  modest  cost-cutting 
and  improved  demand  for  rigs, 
Parker  will  probably  earn  around  $6 
million  (10  cents  a  share)  in  the  fis- 
cal year  that  ends  this  August,  and 
15  to  20  cents  a  share  in  fiscal  1997. 
The  eagle  seems  even  to  be  stirring  a 
bit  in  its  cage.  With  the  Gulf  of 
Mexico  booming  Parker  is  looking 
to  acquire  an  oil  service  company 
with  offshore  exposure.  With  no 
debt  and  $20  million  of  cash  in  the 
till,  Parker  can  certainly  afford  to 
leverage  its  balance  sheet.  But  in  the 
acquisition  game,  it's  years  behind 
its  once  smaller  competitors. 

Parker's  first  big  acquisition  effort 
in  recent  years,  Morgan  City,  La.- 

The  company's  two  jets  and 
the  Parkers'  compensation 
escaped  the  cutbacks. 


based  Oil  &  Gas  Rental  Services, 
Inc.,  collapsed  in  early  May  due  to 
bad  chemistry  between  the  Parkers 
and  Oil  &  Gas  Rental's  controlling 
shareholders. 

Recently  $7  a  share,  Parker 
Drilling's  stock  currendy  trades  at 
barely  half  its  1990  peak,  whereas 
Nabors  Industries,  at  $16  a  share,  is 
selling  at  twice  its  1990  level.  This 
clearly  gets  under  the  Parkers'  skins. 
During  an  interview  in  his  Western- 
art-draped  office  in  Tulsa,  Bobby 
Parker  brandished  a  newspaper 
advertisement  featuring  the  beaming 
face  of  Nabors  Industries1  Chairman 
Gene  Isenberg.  "I'm  using  this  to 
motivate  me,''  he  says.  It's  about 
rime.  <3M 


Roel  Pieper  has  ambitious  plans. 

He  hopes  to  get  Tandem  Computers  back  on  track 

by  opening  its  architecture  and  licensing 

its  technology.  Is  it  too  late? 

The  lions 
aire  roaring 


By  Zina  Moukheiber 

Tandem  makes  computer  systems 
that  are  practically  crashproof  and  can 
be  expanded  without  disrupting  per- 
formance. Unfortunately,  Tandem's 
own  recent  performance  has  been 
anything  but  crashproof. 

Founder  James  Treybig  made  the 
mistake  of  thinking  his  stuff  was  so 
good  it  needn't  be  made  compatible 
with  other  systems,  and  he  resisted 
open  architecture.  Revenue  growth, 
which  had  been  spectacular  until  the 
early  1990s,  came  crashing  to  a  halt, 
requiring  big  writeoffs.  Last  year  the 
directors,  led  by  chairman  Thomas 
Perkins  of  venture  capital  firm 
Kleiner  Perkins  Caufield  &  Byers, 
fired  him  and  selected  Roel  Pieper  to 
run  the  $2  billion  Cupertino,  Calif, 
company. 

To  some,  Pieper  seemed  an  odd 
choice.  They  had  expected  that  the 
board  would  make  a  dramatic  choice, 
perhaps  bringing  in  a  top  executive 
from  Hewlett-Packard.  Instead,  the 
board  reached  down  into  its  own 
ranks.  A  tower  of  a  man,  the  40-year- 
old  Netherlands  native  was  trained  as 
a  computer  scientist.  He  had  been 
chief  executive  of  AT&T's  Unix  Sys- 
tems Laboratories.  He  was  a  market- 
ing man,  not  a  turnaround  artist. 

When  AT&T  sold  the  division  in 
1993,  Pieper  came  to  Tandem  to 
run  a  subsidiary,  UB  Networks, 
which  made  computer  network 
products.  Under  Pieper,  UB  became 
profitable  again,  but  it  has  continued 
to  lose  market  share  to  competitors 
like  Bay  Networks,  3Com  and  Cisco 
Systems. 

As  head  of  Tandem,  Pieper  hopes 
to  make  the  outstanding  reliability 


and  expandability  of  Tandem's  tech- 
nology, dubbed  NonStop  Server- 
Ware,  compatible  with  Microsoft's 
Windows  NT  operating  system. 
"We're  going  to  let  our  competitors 
take  advantage  of  our  crown  jewels," 
says  Pieper,  smiling  confidently.  "We 
believe  by  doing  that  the  market  will 
grow  faster,  and  that  is  better  for 
everybody."  What  Tandem  loses  in 
direct  sales  it  expects  to  recoup  in 
licensing  fees.  The  announcement  of 
a  deal  with  Microsoft  on  May  7  sent 
Tandem's  shares  up  from  8%  to  13%. 

Before  his  ouster  Jim  Treybig  had 
been  nudging  Tandem  into  the  open 
systems  direction,  but  to  date  its 
NonStop  technology  has  run  suc- 
cessfully only  on  its  proprietary  com- 
puter, called  Himalaya. 

The  hope  is  that  the  tie-in  with 
Microsoft  will  enable  both  compa- 
nies to  penetrate  new  markets. 
Microsoft,  which  has  been  successful 
selling  its  NT  for  small  groups  of  net- 
worked computers,  wants  to  pene- 
trate   the    high-end    market  for 


Computer  screen  running  Windows  NT 
Riding  Microsoft's  coattails? 
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TO  SEE  HOW  VERSATILE  OUR 
PAPERPORT  Vx  IS, 
JUST  FEED  IT  A  PIECE  OF  PAPER. 


Beagle 


With  1 1  mind 
of  its  own, 
can  you  really 
train  a  beagle 
to  be  your 
best  friend? 


PAPERPORT  Vx  MEANS  YOU'LL  NEVER 
AGAIN  HAVE  TO  WASTE  TIME  RETYPING 

It  can  scan  thousands  of  words  in  minutes — 
from  virtually  any  type  of  document.  Reports. 
Memos.  Letters.  Then  PaperPort  Vx's  integrated 
OmniPage  LITE'"  OCR  software  converts  these 
words  to  digital  format  so  they  can  be  edited 
or  copied. 


PAPERPORT  Vx  KEEPS  TRACK 
OF  YOUR  CONTACTS  

Tired  of  forgetting  people's 
names- and  numbers?  Just  scan 
business  cards  into  PaperPort, 
and  its  CardScan  SE'"  soft- 
ware automatically  creates  a 
file  of  your  business  contacts — 
all  on  your  personal  computer. 
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FOR  PACK  RATS 
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PAPERPORT  Vx  FITS  EASILY  INTO 
YOUR  WINDOWS  OR  MAC  SYSTEM 

It's  sleek  and  small.  It  rests  right 
between  your  keyboard  and  monitor. 


PAPERPORT  Vx  GETS 

RID  OF  CLUTTER  

Then  there  are  all  of  those 
recipes,  financial  statements, 
Dear  Binky  columns,  and 
newspaper  articles  you  just 
can't  bear  to  part  with.  You 
can  use  PaperPort  to  scan 
paper  as  long  as  30  inches, 
and  photos  in  up  to  256 
shades  of  gray.  So  you  can 
save  them  forever,  and  get 
rid  of  the  originals — with 
no  remorse. 
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PAPERPORT  Vx  MAKES 
SMART  ARCHIVES 


Imagine  never  having  to  rummage 
to  find  an  important  slip  of  paper: 
PaperPort  lets  you  create  archives  of 
critical  documents — receipts,  invoices, 
your  car  registration,  even  those 
love  notes  from  the  7th  grade. 
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PAPERPORT  Vx  PUTS  POWER 
BEHIND  YOUR  EMAIL  

You're  reading  the  Sunday 
paper  and  come  across  a  hot 
article  about  your  competition. 
So  you  scan  it  in,  annotate  it, 
and  email  it  to  your  sales  team 
overseas — giving  them  the 
data  they  need  to  win  a  big 
account  Monday  morning. 


PAPERPORT  Vx  IN 
THREE  EASY  STEPS 

1 .  Feed  in  a  docu- 
ment. In  as  quick 
as  2  seconds, 
it's  scanned. 

2.  Drag  and  drop  it 
onto  one  of  1 00 
popular  applications. 

3.  Edit,  copy,  print, 
email,  fax,  file,  or 
tweak  the  material 
as  necessary. 


paperport\^ 


PAPERPORT  Vx  TURNS  YOUR 
PRINTER  INTO  A  COPIER, 
AND  YOUR  COMPUTER  INTO 
A  FAX  MACHINE  

Save  desk  space — not  to 
mention  dollars.  Scan  a  docu- 
ment into  PaperPort  and  print 
it  from  your  personal  computer. 
Or  save  your  paper  and  fax  it, 
using  your  modem. 

YES,  FEED  ME  MORE...  

1-800-787-7007,  ext.  555 

http://www.visioneer.com 

Or  contact  an  authorized  reseller. 
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Roel  Pieper, 
Tandem's  chief 
executive  officer, 
with  pieces 
of  Tandem 
technology 
Hawking  the 
crown  jewels. 


servers — those  powerful  computers 
that  link  and  serve  desktop  PCs. 
Tandem  is  already  big  there,  espe- 
cially among  giant  outfits  that  can't 
afford  crashes.  Thus  Tandem  com- 
puters are  responsible  for  66%  of 
credit-card  transactions  and  80%  of 
automatic  teller  machine  transac- 
tions. Its  computers  are  expensive, 
ranging  in  price  from  $25,000  to 
$339,000.  It  is  strong  in  a  market 
where  Microsoft  is  weak. 

And  Microsoft  is  strong  where 
Tandem  is  weak.  "Microsoft  is  going 
to  help  us  go  low-end,"  says  an  opti- 
mistic Pieper. 

But  so  far  the  alliance  works  well 
only  on  paper.  In  1993,  after  final- 
ly caving  in  to  the  demands  for 
open  systems,  Tandem  introduced 
a  line  of  servers  that  were  open  and 
that  incorporated  its  reliability  fea- 
ture. It  spent  millions  to  achieve 


this,  but  the  software  that  worked 
very  well  on  its  Himalaya  platform 
failed  on  open  servers. 

The  two  companies  hope  to  have 
NonStop/NT — combining  their  tech- 
nologies— ready  by  the  end  of  the 
year,  but  this  will  take  some  doing. 
"It's  one  thing  to  support  NT,  it's 
another  to  have  truly  fault-tolerant 
NT-base  servers,"  says  Brian 
Richardson,  a  technology  analyst 
with  the  Meta  Group. 

Technology  isn't  the  only  chal- 
lenge. Tandem  hopes  to  price  its 
cheapest  NonStop/NT  servers 
between  $30,000  and  $50,000. 
Compaq,  which  is  licensing  the 
new  technology,  anticipates  it  will 
price  its  entry-level  NonStop/NT 
servers  at  around  $20,000  or  less. 
While  the  Tandem  and  Compaq 
machines  won't  be  equally  power- 
ful, there's  a  question  of  how  much 


customers  will  be  willing  to  pay  for 
the  extra  performance. 

The  stock  market  has  a  wait-and- 
see  attitude.  At  a  recent  price  of  12, 
Tandem  has  a  market  capitalization 
of  just  over  $1  billion — about  half  of 
revenues.  Although  the  company 
expects  only  a  modest  profit  this 
year,  its  cash  flow  from  operations  is 
still  running  at  around  $140  million 
a  year. 

Tandem  and  Pieper  are  moving 
far  afield,  but  doing  nothing 
would  be  an  even  bigger  gamble. 
"I  tell  them  [Tandem  executives] 
you  have  to  get  used  to  sleeping 
with  the  sound  of  lions  roaring," 
Pieper  says.  He  punctuates  that 
statement  with  a  hearty  laugh. 
He's  telling  the  folks  who  have 
been  operating  in  a  comfortable 
niche  that  they  are  now  hunting  in 
dangerous  territory.  an 
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Downsizing  law  firms  are  finding  out 
that  it's  not  so  easy  to  fire  partners. 

When  lawyers 
sue  lawyers 


By  Susan  Adams 

Profits  and  billings  were  down  at 
the  New  York  law  firm  of  Cadwala- 
der,  Wiekersham  &  Taft  two  sum- 
mers ago,  when  it  took  the  ax  to  its 
Palm  Beach,  Fla.  office  and  fired  part- 
ner James  Beasley  Jr.,  who  had  been 
with  the  firm  since  1989. 

But  firing  lawyers  is  harder  than 
firing  ordinary  folk.  Lawyers  know 
how  to  fight  back.  Founded  more 
than  two  centuries  ago,  Cadwalader 
first  drafted  its  partnership  agree- 
ment in  the  days  when  partners 
thought  they  had  jobs  for  life.  The 


agreement  still  has  no  formal  proce- 
dure for  firing  partners. 

Beasley  hired  a  lawyer  and  sued  his 
old  firm  for  $7  million:  roughly  $3 
million  for  his  partnership  interest, 
$3.3  million  to  compensate  him  for 
lost  future  income,  plus  various 
other  damages.  In  March  a  Florida 
judge  agreed  that  Beasley,  52, 
should  have  his  day  in  court  and 
scheduled  his  trial  for  July. 

Leslie  Corwin,  a  New  York  lawyer 
who  specializes  in  partnership  law, 
estimates  that  more  than  half  the  law 


firms  in  the  U.S.  lack  bulletproof 
expulsion  clauses — thereby  virtually 
inviting  litigation  in  these  days  of 
ubiquitous  cutbacks. 

"Fired  partners  are  waging  a  revo- 
lution" in  the  courts,  says  Corwin. 
He  figures  that  "hundreds"  of 
downsized  partners  across  the  coun- 
try are  now  battling  their  former 
firms  in  court. 

Evan  Dawson  toiled  in  the  trusts 
and  estates  department  of  New 
York's  White  &  Case  for  30  years.  In 
1988  his  partners,  feeling  that  he 
had  become  uncommunicative  and 
remote,  decided  to  get  rid  of  him. 
But  how?  There  was  no  expulsion 
clause  in  White  &  Case's  partnership 
agreement. 

In  an  unusually  dumb  move, 
White  &  Case  waited  until  Dawson 
was  on  vacation  and  then,  in  his 
absence,  officially  dissolved  and 
reconstituted  the  partnership  with  a 
new  expulsion  clause.  A  judge  ruled 
that  the  firm  owed  Dawson  a  full 
accounting  of  his  partnership  share. 
Last  year  an  appellate  court  agreed 
and  affirmed  an  award  to  him  of 


partner  was  entitled  to  a  trial  to 
determine  whether  the  firm  fired 
him  in  bad  faith,  even  though  his  fir- 
ing was  carried  out  in  accordance 
with  the  firm's  detailed  expulsion 
provision. 

The  partner,  Chester  Nosal,  was 
shown  the  door  after  he  had  request- 
ed the  firm's  financials.  The  court 
said  the  firm's  failure  to  provide 
Nosal  with  the  information  may  have 
abrogated  its  "high  duty  to  exercise 
good  faith  and  fair  dealing"  toward 
its  partners. 

Will  downsized  former  partners  of 
accounting  firms,  ad  agencies  and 


medical  practices 
court  now,  too? 
Probably  not. 


nearly  $1  million. 

For  more  than  a  century,  courts 
have  found  that  partnerships  owe  a 
duty  of  good  faith  to  their  members. 
Sound  vague?  It  is,  but  this  duty  was 
written  into  law  in  1914  in  the 
Uniform    Partnership    Act,  and 


judges,  who  have  an  understandable 
tendency  to  sympathize  with  fellow 
lawyers,  take  it  very  seriously.  Thus, 
in  a  case  brought  by  a  partner  fired 
from  the  Chicago  law  firm  of 
Winston  &  Strawn,  an  Illinois  appel- 
late court  ruled  in  March  that  the 


be  heading  into 

The  same  law 
applies,  but  partnership  expert  and 
law  professor  Robert  Hillman  of  the 
University  of  California  at  Davis  says 
those  other  professions  tend  to  have 
more  carefully  structured  partner- 
ship agreements.  Hillman  adds  an 
even  more  important  distinction: 
Members  of  those  other  professions 
are  simply  much  less  litigious.  Of 
course.  me 


Vhile  some  investors  consult  with  experts  in  almost  every  area,  smart  investors  have  a  single 
ource  of  expertise  to  focus  every  aspect  of  their  financial  plan:  a  PaineWebber  Investment 
Executive.  Their  expertise  goes  far  beyond  identifying  any  particular  investment.  From  stocks  to 


Do  you 


bonds  to  mutual  funds,  from  insurance  and  estate  planning  to 


ng-term  strategies  for  your  401  (k)  and  IRA  accounts,  your  PaineWebber  Investment  Executive 


an  concentrate  the  resources  of  the  entire  organization,  for  more  of  the  information  you  want, 


S 


I  the  guidance  you  need.  Would  you  like  to  simplify  and  concentrate  all  your  investment 
tivity?  We  invite  you  to  speak  to  a  PaineWebber  ItC^^P^jbl^C^f 

vestment  Executive  or  call  1-800-506-9993.    Invest  With  More  Intelligence: 


Should  the  U  .S.  join  a  giant  free  trade  zone  stretching 
from  California  to  Central  Europe,  from  Greenland  to 
Guadalajara?  It's  an  idea  you'll  be  hearing  more  about. 


Tafta.5 


By  Peter  Brimelow 

AFTER  Nafta,  Tafta?  This  latest  ladle  - 
ful  of  alphabet  soup  stands  for 
"Transatlantic  Free  Trade  Area.11  It's 
being  lapped  up  eagerly  by  a  surpris- 
ingly wide  range  of  politicians,  pun- 
dits and  policy  persons  in  the  U.S.  and 
Europe. 

One  urgent  reason:  the  rise  of neo- 
Communists  in  the  Soviet  bloc  succes- 
sor states,  culminating  in  Gennadi 
Zyuganov's  challenge  in  Russia's  elec- 
tion campaign  ending  June  16.  This 
has  caused  a  widespread  feeling  that 
Something  Is  Going  Wrong.  A  big 
part  of  what  may  be  going  wrong  is 
that  trade  barriers  are  preventing  the 
post-Communist  countries  from  get- 
ting their  exports  accepted  in  the  West. 

The  Tafta  idea  is  that  Nafta  (the 
U.S.,  Canada  and  Mexico)  should 
team  up  with  the  European  Union 
(Germany,  France,  Britain  and  12  oth- 
ers) and  at  least  some  post-Communist 
countries.  They  would  formally'  agree 
on  free  trade  among  themselves.  This 
sweeping  proposal  is  being  touted  as  an 
antidote  not  only  to  a  revival  of  Com- 
munism but  to  several  other  unpleas- 
ant ailments  as  well. 

Eurosclerosis.  The  core  countries  in 
the  EU  appear  to  be  pioneering  the 
terminal  crisis  of  the  welfare  state: 
massive  government  spending  (49% 
of  gross  domestic  product  in  Germa- 
ny, 54%  in  France);  mounting  unem- 
ployment (9.4%  Germany,  11.6% 
France);  stalling  growth  (1996  IMF 
estimates:  1%  Germany,  1.3% 
France);  disintegrating  institutions. 

"A  German  plumber  has  to  work 
five  hours  [becau  se  of  taxes]  to  hire  a 
painter  for  one  hour,  and  vice  versa," 
Wilfried  Prewo  of  the  Hannover 
Chamber  of  Industry  &  Commerce 
said  recently  in  explaining  Euroscle- 
rosis. He  was  addressing  the  ( Congress 


of  Prague,  some  300  European  and 
American  leaders  gathered  under  the 
patronage  of  luminaries  like  Margaret 
Thatcher,  Henry  Kissinger  and  Vaclav 
Havel  to  discuss  the  Tafta  concept. 
"The  result  is  that  more  and  more 
unemployed  do  not  actually  seek  re- 
employment, instead  supplementing 
their  unemployment  benefits  with 
black  market  income,  and  finding  the 
combined  to  be  higher  than  their 
previous  net  wage.11 

But  pulling  out  of  this  policy 
plunge  is  very  difficult — witness  the 
fierce  reaction  in  France  and  Italy 
against  even  modest  fiscal  reform. 
Hence  Tafta.  The  hope  is  that  eco- 
nomic growth  triggered  by  Atlantic- 
area  free  trade  could  help. 

Europrotcctionism.  The  EU  might 
try  to  defend  its  sclerotic  welfare  states 
by  blocking  foreign  competition.  Al- 
ready, indeed,  several  EU  economic 
policies  essentially  invented  to  pro- 
mote its  ultimate  political  merger  are 
working  to  inhibit  trade  with  the  rest 
of  the  world.  The  Common  Agricul- 
tural Policy  protects  French  and  Ger- 
man small  farmers  but  has  meant  that 
the  ex-Soviet  bloc  countries  have  not 
benefited  from  one  of  their  few  areas 
of  competitive  advantage.  The  Euro- 
pean Monetary  Union  single-curren- 
cy scheme,  now  scheduled  for  1999, 
must  put  great  strain  on  member 
countries  as  their  economic  fluctua- 
tions cease  to  be  cushioned  by  float- 
ing exchange  rates,  and  will  mean  that 
EU  tariffs  against  outsiders  become 
more  tempting. 

Added  difficulty:  In  the  minds  of  a 
significant  number  of  the  eu's  archi- 
tects, its  isolation  from  the  rest  of  the 
world,  whatever  the  economic  cost,  is 
clearly  not  a  problem  but  a  solution. 
Francois   Mitterrand,   president  of 


France  from  1981  to  1995,  put  it 
frankly  in  his  posthumously  published 
memoirs:  The  purpose  of  the  Europe- 
an Union  was  always  to  "obtain  inde- 
pendence from  America.11 

This  agenda  attracts  the  extreme  ire 
of  Margaret  Thatcher.  In  her  speech 
to  the  Congress  of  Prague,  she  de- 
scribed "the  drive  toward  a  European 
superstate,  with  its  own  government, 
its  own  laws,  its  own  currency  and  its 
own  citizenship,11  with  characteristic 
succinctness:  "a  nightmare.  .  .  .  Does 
anyone  suppose  that  such  a  power 
would  not  soon  become  a  rival  to 
America?  That  it  would  not  gradually 
discover  different  interests  from  those 
of  the  United  States?  That  it  would 
not  by  degrees  move  toward  a  differ- 
ent public  philosophy — one  less  liber- 
al, more  statist?11 

Lady  Thatcher  called  for  Tafta  spe- 
cifically to  "prevent  transatlantic 
trade  wars  from  jeopardizing  wider 
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transatlantic  links.11  It  would,  she 
said,  "bring  our  Atlantic  civilization 
closer  together.11 

U.S.  protectionism.  European  pro- 
tectionism isn't  the  only  worry.  Pro- 
tectionist impulses  are  stirring  in  the 
U.S.,  too,  personified  famously  by 
Republican  presidential  candidate 
Patrick  J.  Buchanan.  Part  of  Tafta's 
appeal  to  Europeans  is  clearly  that  it 
would  head  off  the  resurgence  of 
American  protectionism. 

Ironically,  Buchanan  in  fact  has 
supported  trade  with  comparable  in- 
dustrialized countries.  He  told 
Forbes  that  he  could  be  interested  in 
principle  in  Tafta — another  example 
of  the  concept's  surprisingly  wide  po- 
tential support. 

Similarly,  attending  the  Congress 
of  Prague  was  Clyde  V.  Prestowitz, 
president  of  the  Washington,  D.C.- 
based  Economic  Strategy  Institute 
and  a  former  Reagan  Administration 


Protesting  European  farmers  in  Strasbourg 
Political  backlash  may  make 
Europrotectionism  more  tempting. 


official.  Prestowitz's  1988  book 
Tradinjj  Places  caused  a  controversy 
by  attacking  what  he  saw  as  the  dam- 
aging effect  of  a  dogmatic  U.S.  unilat- 
eral free  trade  stance  upon  trade  ne- 
gotiations with  Japan.  But  Prestowitz 
supports  Tafta  and  recently  coau- 
thored  an  estimate  that  removing  bar- 
riers could  increase  transatlantic  trade 
at  least  20%  by  2000. 

TIk  rise  of  an  Asia-Pacific  economic 
bloc.  As  argued  in  one  background 
paper,  there  was  a  quiet  but  insistent 
subtext  at  the  Congress  of  Prague: 
The  balance  of  world  economic  pow  - 
er is  being  fundamentally  shifted  by 
the  rise  of  the  Asian  "tigers'"  and, 
ultimately,  China.  For  the  fust  time 
since  World  War  II,  the  Western  in- 
dustrialized countries  lace  competi- 


tion with  not  merely  lower  wage  costs 
but  with  comparable  technology  and 
productivity.  Tafta  and  the  efficien- 
cies it  offers  are  a  crucial  part  of  the 
West's  response. 

The  background  paper  claims  the 
balance  has  shifted  a  long  way  already. 
The  Asia-Pacific  Economic  Coopera- 
tion forum,  representing  half  the 
world's  economy  and  including  the 
U.S.,  has  decided  to  proceed  with 
economic  integration  "the  Asian 
way" — which  means  managed  trade. 
This  decision  marks  the  first  time  in 
50  years  that  the  U.S.  has  been  unable 
to  impose  its  traditional  rules-based 
approach  on  an  international  group- 
ing of  which  it  is  a  member. 

Indeed,  almost  unnoticed,  the  U.S. 
has  committed  itself  to  specific  dead- 
lines for  free  trade  with  Asia  and  the 
Americas — but  not  with  Europe.  The 
power  blocs  of  the  21st  century  may 
already  be  forming.  The  U.S.  role  is 
being  decided  by  default. 

American  strategic  drift.  In  its 
most  radical  form,  Tafta  is  seen  by 
some  visionaries  as  the  key  to  a  new 
geopolitical  strategy  to  keep  the  U.S. 
powerful  after  the  end  of  the  Cold 
War.  As  usual,  this  has  been  articulat- 
ed most  bluntly  by  Margaret  Thatch- 
er— whose  two  grandchildren,  as  it 
happens,  are  American:  "If  America 
remains  the  dominant  partner  in  a 
united  West,  then  the  West  can  con- 
tinue to  be  the  dominant  power  in  the 
world  as  a  whole." 

How  much  of  this  will  happen?  The 
Congress  of  Prague  concluded  with  a 
ringing  "Declaration  of  Prague," 
calling  for  Tafta  and  for  NATO  exten- 
sion to  the  countries  of  Central  Eu- 
rope, in  the  name  of  "the  family  of 
Western  civilization."  Its  New  Atlan- 
tic Initiative  secretariat  will  have  a 
permanent  Washington,  D.C.  home 
in  the  offices  of  the  American  Enter- 
prise Institute. 

John  O'Sullivan,  editor  of  Nation- 
al Review  magazine  and  a  principal 
organizer  of  the  Prague  conference, 
says  all  this  is  modeled  on  the  1948 
Congress  of  the  Hague,  amid  the 
wreckage  left  by  World  War  II,  and 
the  establishment  of  the  European 
Movement  organization. 

That  Hague  conference  was  the 
beginning  of  the  historic  change  that 
led  to  the  European  Union.  Will 
Prague  be  just  as  significant?  HB 
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BRYAN  CUSTOM 
PLASTICS 


As  anniversary  gifts  go,  this  one  was 
just  a  little  early.  But  when  Ford  Motor 
Company  bestows  its  highest  and  most 
coveted  award  for  quality,  no  one  is  about 
to  question  timing. 

Last  November  Ford  presented  its 
Total  Quality  Excellence  Award  to  Bryan 
Custom  Plastics  of  Bryan,  Ohio,  a  picture- 
book  community  tucked  away  in  the 
state's  northwest  section.  It's  the  top 
award  a  supplier  can  receive,  and  it  came 


"The  Total  Quality  Excellence 
Award  signifies  our 
commitment  to  continuous 
quality  improvements. " 
Tim  Kline,  Vice  President 
and  General  Manager, 
Bryan  Custom  Plastics 


as  BCP's  800  associates  were  looking  for- 
ward to  the  company's  50th  anniversary 
year  in  1996. 

For  BCP,  the  award  was  a  definitive 
footnote  to  a  half-century  of  dedication 
to  total  quality,  not  only  in  its  products, 
but  in  the  people  who  produce  them. 

Since  1946,  when  the  company  was 
founded  to  produce  custom  plastic 
molds  for  Ohio  Art  Company,  BCP  has 
seen  its  business  success  grow  through  a 
unique  partnership  with  the  community 
it  calls  home. 

BCP  stands  out  as  a  leading  supplier 
of  custom  plastic  molds  to  a  vast  range  of 
industries,  from  automotive  (Ford,  Honda, 
GM,  Saturn,  Nissan  and  Subaru  are  on  the 
customer  list)  to  lawn  and  ga  ;avy- 
trucks,  recreational  veh:  !es  and 


dozens  of  other  manufac- 
turing sectors. 

"We're  rather  unique 
as  a  full-service  supplier," 
says   Gene  Schubert, 
BCP's  director  of  sales 
and  marketing.  "We  don't 
just  supply  a  finished 
product;  we  partner 
with  the  customer 
through  the  en- 
tire process, 
from  concept 
drawing  to 
proto- 
type to 
production." 

With 
a  Ford  design 
station  and  teams  of 
concept  designers  at  its  Bryan 
facility,  BCP  is  as  much  a  creative 
design  shop  as  it  is  a  production 
facility.  The  company  helps  its 
customers  by  creating  design  solutions 
to  product  challenges.  To  get  the  kind 
of  skilled  and  trained  workforce 
necessary  for  that  kind  of  strategic  labor 
process,  BCP  decided  early  on  to  stick 
close  to  home. 

"We  realized  that  as  we  grew  we  were 
going  to  need  the  kind  of  people  who 
could  grow  with  us,"  says  BCP  Vice 
President  and  General  Manager  Tim 
Kline.  "We've  always  been  very  pleased 
with  the  work  ethic  and  skills  of  our 
associates,  and  we're  proud  that  so 
many  of  our  associates  are  drawn  from 
right  here  in  the  Bryan  community." 

BCP  has  become  an  international 
company  expanding  through  joint- 
ventures  to  provide  for  big  industries' 
global  needs.  But  the  company  remains 


committed  to  its  small-town  roots. 

"Communities  like  Bryan  provide  s 
much  for  the  individual  and  for  a  corr 
pany,"  Kline  says.  "To  live  and  work  in 
place  like  this  provides  so  many  benefit' 
We  want  to  make  sure  that  as  we  grow,  w 
continue  to  do  our  part  in  keeping  ou 
community  vibrant  and  growing.  We  wan 
our  partnership  with  the  community  an^ 
its  people  to  continue  providing  benefit 
on  both  sides." 


■  BRYAN  CUSTOM  PLASTICS 
419-636-4211 

OHIO  DEVELOPMENT  OPPORTUNITY 
800-345-OHIO 
http://www.ohiobiz.com 
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IVERE  A  COUNTRY... 

paid  rank  as  the  world's  16th-largest  economy, 
mating  its  standing  in  the  global  marketplace. 


M  INC. 


For  its  fiscal  year  ending  May  31,1 996, 
\  expects  to  report  its  49th  consecutive 
r  of  record  sales,  record  net  income 
1  record  net  income  per  share.  It 
d  has  22  consecutive  years  of  cash 
dend  increases,  and  its  average  annual 
lpounded  rate  of  return  is  23%.  Sales 

fiscal  1996  will  be  approximately 
I  billion. 

Founded  as  Republic  Powdered  Metals 
947,  the  Medina,  Ohio-based  company 
.  an  $11  million  business  in  1971  when 
holding  company  RPM  was  created. 

Under  the  stewardship  of  Tom  Sullivan, 
rd  chairman  and  CEO,  and  its  presi- 


dent, Jim  Karman,  RPM  has  carved  out  a 
commanding  position  in  specialty  coatings 
and  chemicals.  Markets  include  industrial 
waterproofing  and  corrosion  control, 
consumer  do-it-yourself,  hobby  and  leisure, 
and  specialty  chemicals.  RPM  coatings 
protect  such  landmarks  as  the  Statue  of 
Liberty  and  the  Golden  Gate  Bridge. 

Approximately  50%  of  RPM's  growth 
in  the  last  two  decades  is  the  result 
of  aggressive  acquisitions.  Among  its 
operating  companies  are  Carboline,  Rust- 
Oleum,  Dynatron/Bondo,  Dryvit  Systems, 
Zinsser  and  Stonhard,  the  world's  largest 
industrial  flooring  company.  In  addition, 
the  company  is  in  the  process  of  acquiring 
several  of  its  joint-venture  partners  in 
Europe.  "We  stick  to  the  business 
we  know— the  specialty  coatings/ 
chemicals  field,"  says  Sullivan.  "We 
go  after  healthy  companies  whose 
management  buys  in  with  our  over- 
all philosophy,  and  we  give  them 
the  autonomy  to  perform." 

That  loose  rein  keeps  the  entrepre- 
neurial spirit  at  the  operating  level,  allowing 
the  subsidiaries  to  respond  swiftly  to  the 
marketplace.  "We  want  them  to  grow  their 
names,  not  RPM's,"  says  Sullivan. 

But  a  loose  rein  doesn't  mean  lax 
management.  RPM  deploys  a  rigorous  plan- 
ning process— then  provides  financial, 
technical  and  managerial  support  to  assure 
high  performance. 

Today,  RPM  serves  customers  in  110 
countries  with  products  from  45  plants  in 
the  U.S.,  Canada,  the  Far  East  and  Europe. 

Continued  growth  will  come  in  new 
products  and  new  geographic  markets. 

Rust-Oleum,  for  example,  recently 
introduced  a  line  of  rust  preventative 
paints  with  a  premium  satin  finish.  Dryvit 
Systems  recently  formed  a  majority-owned 


joint  venture  in  Poland  that  will  further 
increase  sales  in  that  country  and  enable 
the  company  to  increase  sales  in  central 
Europe  and  the  former  Soviet  Union  as  well. 

Well  established  in  Europe,  RPM  is 
also  enhancing  its  position  in  the  Pacific 
Rim  through  its  ESPAN  business  unit,  joint 
ventures  and  license  arrangements. 

RPM  runs  its  billion-dollar,  global 
operation  with  a  headquarters  staff  of  just 
30  people.  "The  key  to  a  lean  headquarters 
operation  is  planning  and  identifying  syn- 
ergies among  the  companies— common  dis- 
tribution channels,  similar  customer  bases 
and  technology  that  can  be  shared  among 
many  products,"  says  Sullivan. 

Medina  County,  on  the  edge  of  the 


"We  plan  carefully,  but 
don 't  micromanage. " 
Tom  Sullivan, 
Board  Chairman 
and  CEO,  RPM,  Inc. 


Cleveland  metro  area,  suits  RPM.  Medina 
also  has  land  for  economic  development— 
often  scarce  in  larger  cities.  "Medina  serves 
our  needs  well,"  says  Sullivan.  "Because  of 
our  gorgeous  setting,  we  can  attract  and 
keep  people,  and  that's  a  huge  benefit." 


First. 
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What's  riskier  than  buying  a  used  car? 

Buying  stock  in  the  companies  that  finance  them. 

Sub-prime  stocks 


By  Matthew  Schifrin 

The  ihrm  "sub-prime  loan"  is  a  eu- 
phemism for  money  lent  to  people 
with  bad  credit  histories.  It's  a  risky 
business,  but  it  can  be  highly  profit- 
able, folks  with  bad  credit  can't  be- 
too  choosy  about  high  interest  rates. 

A  sub-prime  borrower  is  frequently 
unemployed  or  earning  less  than 
$35,000  per  year  and  rents  rather 
than  owns  his  home.  He  has,  in  short, 
little  in  the  way  of  collateral.  But  he 
needs  a  car  and  must  somehow  find 
the  money.  If  the  lender  charges  20%, 
that's  what  the  sub-prime  borrower 
must  pay.  The  sub-prime  sector  of  the 
car  loan  business  is  estimated  at 
around  $70  billion  and  growing. 

Mercury  Finance,  the  oldest  and 
biggest  of  the  sub-prime  companies, 
has  earned  a  return  on  equity  of  about 
40%  for  the  last  five  years.  Little  won- 
der: It  borrows  at,  say,  7%  and  lends  at 
22%  to  23%.  With  a  spread  like  that  it 


can  afford  to  absorb  losses. 

There  are  now  over  20  mostly 
small,  publicly  traded  sub-prime  auto 
finance  companies,  for  whom  bankers 
have  raised  over  $850  million  in  equi- 
ty capital  alone  since  1993. 

Nevertheless,  because  of  the  risk  of 
loan  defaults,  shareholders  have  had  a 
rough  ride.  In  1995  most  auto  fi- 
nance stocks  did  spectacularly;  by 
mid-October  they  were  up  over  70% 
on  average.  But  then  news  broke  that 


delinquencies  were  rising  fast.  Pan- 
icked investors  dumped  the  stocks. 

Many  of  the  stocks  have  recovered, 
and  analysts  are  touting  them  again. 
New  stocks  are  hitting  the  market, 
but  tread  carefully  and  understand  the 
business  before  you  bite. 

Sub-prime  auto  finance  companies 
make  money  in  three  ways:  from  the 
wide  spreads  between  their  borrow 
ing  and  lending  rates,  from  fees  for 
servicing  loans,  and  from  gains  w  hen 
they  securitize  loans  for  sale  to  institu- 
tional investors  (see  chart,  opposite). 

Watch  out  for  companies  reporting 
high  gains  on  sales.  There  are  big 
assumptions  built  into  these  gains, 
and  the  assumptions  differ  from  com- 
pany to  company.  There's  no  unifor- 
mity in  disclosure  or  accounting. 

"Most  of  these  companies  aren't 
doing  what  they  say  in  their  financial 
statements,"  accuses  Montgomery 
Securities  analyst  Jordan  Hymowitz, 
who  spent  four  years  selling  cars  be- 
fore becoming  an  analyst.  "You  have 
to  talk  to  the  dealers  to  really  find  out 
what  is  going  on  and  how  they  are 
running  their  businesses." 

Take  delinquencies  and  charge  - 
offs.  Some  companies  charge  off  loans 
when  they  are  60  days  past  due.  Oth- 
ers wait  until  the  borrower  hasn't  paid 
for  120  or  150  days. 

Sub-prime  companies  tend  to  re- 
port charge-offs  and  delinquencies  as 
a  percentage  of  current  average  loan 
balances.  But  this  probably  under- 
states or  distorts  the  risk  element:  The 
highest  risk  of  default  comes  from  six 
to  nine  months  after  the  loan  is  made. 
Thus  companies  with  rapidly  growing 
loan  portfolios  and  lax  underwriting 
standards  could  be  underestimating 
their  potential  for  losses. 

The  table  lists  15  publicly  traded 
auto  finance  companies.  Because  most 
of  them  are  growing  rapidly,  it  is  easy 
for  them  to  hide  problems. 

Take  Minneapolis-based  Olympic 
Financial,  which  purchases  both 
prime  and  sub-prime  loans  from 
5,600  dealers  in  38  states.  Olympic 
had  $109  million  in  revenues  in  1995; 
its  stock  is  up  51%  this  year;  and  its 
banker,  Donaldson,  Lufkin  &  Jen- 
rette,  recentlv  raised  over  $130  mil- 
lion from  a  secondary  stock  offering. 

Sounds  good.  But,  instead  of  tak- 
ing the  full  charge-offs  immediately 
for   repossessed  vehicles,  Olympic 
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Lemons  and  cherries 


Company 

Recent 

Date 

Price  change 

Market 

12-mo 

price 

of 

since 

value 

trailing 

offering 

offering 

($mil) 

P/E 

Mercury  Finance* 

12% 

Apr  89 

771% 

$2,201 

18.5 

Credit  Acceptance 

21 

June  92 

869 

956 

28.8 

Olympic  Financial 

24V2 

Jan  92 

717 

711 

15.6 

WFS  Financial 

21 

Aug  95 

27 

490 

13.4 

Americredit 

14% 

Nov  89 

103 

423 

12.3 

Jayhawk  Acceptance 

14Va 

July  95 

45 

346 

45.3 

Regional  Acceptance 

10% 

June  93 

94 

156 

18.2 

Consumer  Portfolio  Services 

9% 

Oct  92 

290 

130 

7.9 

First  Merchants  Acceptance 

23 

Sept  94 

109 

116 

16.5 

MS  Financial 

6% 

July  95 

-44 

73 

12.0 

First  Investors  Financial  Services  11% 

Oct  95 

6 

65 

27.7 

Union  Acceptance 

13V2 

Aug  95 

-16 

54 

8.5 

Eagle  Finance 

8 

July  94 

-11 

33 

NM 

TFC  Enterprises 

2S/16 

Dec  93 

-80 

26 

NM 

Monaco  Finance 

25/l6 

Dec  90 

-23 

9 

NM 

'Spun  off  from  First  Illinois  Corp.   NM:  Not  meaningful. 

Sources.  Market  Guio'e  via  OneSnurce  Information  Services;  Securities  Data  Co.;  Forbes. 


Good  used  cars  are  called  cherries  in  the  trade;  duds  are  lemons.  Similarly, 
there  are  lemcRs  and  cherries  among  the  stocks  of  sub-prime  companies. 


Securitization's  power 

What  happens  when  a  company  securitizes 
$100  million  worth  of  20%  auto  loans. 


$20  mil  interest  income 


$7  mil  interest  expense  to  investors 
$13  mil  gross  spread 
$2  mil  servicing  costs 
$5  mil  loss  expectations 


$6  mil  profit  per  year 


2  years  average  life 

$12  mil  proceeds  over  life  of  loan 
$10.3  mil  present  value  of  proceeds* 

$1  mil  transaction  costs 


$9.3  mil  gain  in  quarter 


"Assuming  8%  discount  rate. 

Securitizing  loans  boosts  quarterly 
profits.  Without  it,  this  company 
would  have  made  only  $2  million. 


tries  to  resell  them  in  retail  car  lots.  It 
presumably  hopes  that  it  can  recoup 
repossession  and  remarketing  costs 
when  it  sells  the  vehicles.  It  does  this 
by  offering  higher  interest  loans  to 
more  hard  up  buyers.  A  lot  of  these 
loans  are  bound  to  explode.  Olympic 
repossessed  1,489  cars  in  1995,  ver- 
sus 102  in  1994. 

In  fact  Olympic  currently  has  a 
significant  negative  operating  cash 
flow  and  depends  upon  continued 
financings  to  remain  solvent. 

Gurnee,  111. -based  Eagle  Finance  is 
known  among  dealers  for  its  "fast 
answers  and  quick  turnaround.1''  Its 
shares  dropped  42%  this  year;  its  audi- 
tors have  found  accounting  for  re- 
serves much  too  optimistic. 

Still,  sub-prime  lending  is  a  poten- 
tially lucrative  business  for  those  who 
know  how  to  manage  the  risks.  Fort 
Worth  based  Americredit  is  growing 
fast  and  yet  has  kept  a  steady  level  of 
charge-offs  since  1994. 

Then  there's  Jayhawk  Acceptance, 
which  makes  loans  to  the  least  cred- 
itworthy among  sub-prime  borrowers 
but  forces  auto  dealers  to  bear  the  first 
part  of  the  loss  if  a  loan  goes  bad. 
Jayhawk  advances  only  as  much  as  the 
auction  value  of  the  car.  Its  risks  are 
thus  limited  to  its  ability  to  collect. 

Lured  by  the  potential  for  huge 
returns,  some  banks  have  recently  ac- 
quired sub-primes.  If  history  is  any 
guide,  the  banks  may  be  getting  into  a 
business  that  they  do  not 
understand.  Hi 
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Everyone  loves  a  good  David  and  Goliath  story. 
But  sometimes  Goliath  does  win. 

Diaper  guerrillas 

By  R.  Lee  Sullivan 

DRYPERS   Corp    Chairman  Walter  admits,  "We're  definitely  the  little 

BGemp  harbors  no  illusions  about  his  guy,  a  distant  third." 

company's   place   in   the   business  It  sure  beats  the  alternative.  Only  a 

world.  Leaning  back  in  his  chair  at  year  ago  $164  million  (1995  sales) 

Drypers'  Houston  headquarters,  the  Drypers    was    virtually  bankrupt, 

diaper  company  executive  cheerfully  caught  in  the  cross  fire  of  a  price  war 


1 


Walter  Klemp,  Raymond  Chambers,  Terry  Tognietti  and  an  eager  customer 
They  saved  Drypers  from  bankruptcy.  Now  comes  the  hard  part. 


waged  by  Procter  &:  Gamble  Co.  and 
Kimberly-Clark  Corp.,  who  together 
control  more  than  two-thirds  of"  the 
$3.6  billion  domestic  diaper  industry. 
Some  smaller  companies,  like  Caroli- 
na Royal  Disposables  and  Pope  & 
Talbot,  went  under  or  were  bought 
out.  Drypers  suffered  $  1 5.5  million  in 
losses  last  year — but  at  least  it  has  lived 
to  fight  another  day. 

Drypers'  counterattack  is  built 
around  a  new,  premium  diaper  con- 
taining baking  soda  to  stop  those 
nasty  odors.  Klemp  hopes  this  new 
nappy,  which  hit  store  shelves  last 
month,  will  boost  sales  by  as  much  as 
15%  this  year.  Then,  Drypers  can 
again  be  the  high-growth  stock  that 
once  enchanted  analysts. 

Drypers  has  always  been  bigger 
than  its  britches.  The  baking  soda 
diaper  is  the  latest  in  a  string  of  inno- 
vations that  have  kept  Drypers  harass- 
ing the  big  guys  for  nearly  a  decade. 
When  Klemp,  a  former  Coopers  & 
Lybrand  accountant,  started  Drypers 
with  Procter  &  Gamble  veteran  Terr)' 
Tognietti  in  1987,  the  company  chal- 
lenged the  leaders  by  undercutting 
their  prices.  By  the  time  third  partner 
Raymond  Chambers — another  p&g 
veteran — joined  in  1992,  Drypers 
boasted  sales  of  $77  million. 

In  the  early  1990s  Drypers  came  up 
with  a  marketing  innovation  that  gave 
it  a  modest  edge  in  the  day  care 
market:  It  put  space  for  labels  on 
diaper  packages  so  parents  could  mark 
them  with  their  babies1  names.  Then 
came  Drypers''  ''p^fi-11'1"^"11'^11  dia- 
per. Most  diapers  are  scented  with 
perfumes  to  cover  the  smell  of  glue. 
Even  though  the  perfume  is  perfectly 
safe,  Drypers  convinced  a  lot  of  ner- 
vous parents  that  little  Billy's  bottom 
deserved  better. 

The  guerrilla  marketing  tactics  at- 
tracted attention.  The  New  York 
Times,  Fortune  and  Money  gushed 
over  this  upstart.  When  Drvpers  went 
public  in  March  1994,  at  $14.50  a 
share,  analysts  assigned  the  stock  a  12- 
month  target  price  of  $22.  That  year 
Drypers  earned  $3  million,  or  50 
cents  a  share,  on  sales  of  $174  million. 

It  was  the  old  story:  Drypers  had 
gone  public  at  the  peak.  By  the  time  it 
had  attracted  media  and  investor  at- 
tention, it  was  already  heading  down. 
At  $3.75  a  share,  the  stock  is  a  shadow 
of  its  former  self. 

Forbes  ■  July  1,  1996 


MESSAGE  A45  FROM  THE  FUTURE  TO  CEOs  IN  1996 


DON'T  BE 


CONCERNED  ABOUT 
YOUR  COMPETITORS 


In  early  1995,  determined  to  take 
back  the  low-price  segment,  P&G 
slashed  prices  on  its  cheaper  Luvs 
brand  by  11%.  Kimberly-Clark  fol- 
lowed suit.  Drypers  cut  its  prices  by 
17%,  but  it  wasn't  enough:  Drypers 
lost  a  fifth  of  its  market  share.  Making 
matters  worse,  the  price  of  pulp  pa- 
per— which  accounts  for  16%  of  Dry- 
pers' production  costs — rose  by  over 
a  third. 

By  the  summer  of  1995  Drypers, 
which  a  year  earlier  had  been  a  growth 
marvel,  had  defaulted  on  $17  million 
in  loans;  it  warned  shareholders  it 
might  seek  bankruptcy  protection. 

Then,  suddenly,  pulp  prices  fell  by  a 
third.  The  price  war  cooled  off. 
Drypers  trimmed  its  operating  costs. 
And  in  February  it  negotiated  a  $21 
million  line  of  revolving  credit  and 
raised  $9  million  in  a  preferred  stock 
placement.  Using  some  of  that  money 
on  promotions  to  undercut  competi- 
tors' prices,  Drypers  has  staged  some- 
thing of  a  comeback.  As  of  March, 
Drypers  held  6.8%  of  the  grocery 
store  market — more  than  ever. 

So,  while  down,  Drypers  isn't  out. 
It  is  expanding  into  Latin  America. 
Steady  overseas  profits  are  one  reason 
P&G  and  Kimberly  can  stomach  do- 
mestic price  wars.  Klemp  reasons  that 
a  strong  international  presence  will 
similarly  cushion  Drypers  against  do- 
mestic price  wars.  Already,  foreign 
accounts  are  27%  of  Drypers'  reve- 
nues, up  from  14%  last  year. 

Lynne  Hyman,  an  analyst  with 
Drypers'  underwriter,  cs  First  Bos- 
ton, says  Drypers'  losses  this  year 
should  narrow  to  5  cents  a  share,  from 
$2 . 3 5  in  1 995 .  By  the  end  ofT997  she 
thinks  Drypers  will  be  profitable 
again,  earning  40  cents  a  share. 

Maybe,  but  the  diaper  war  is  heat- 
ing up  again.  Last  month  P&G  an- 
nounced plans  to  overhaul  its  diaper 
business.  It  intends  to  introduce  a 
new  "breathable"  diaper.  Mean- 
while, Drypers  has  been  spending 
heavily  to  promote  its  products:  In 
the  first  quarter  this  year,  selling,  gen- 
eral and  administrative  costs  were  up 
40%  over  last  year,  while  sales  were  up 
only  24%.  More  bad  news:  Pulp  prices 
could  be  headed  north  again. 

This  little  David  has  so  far  put  up 
one  hell  of  a  fight  against  the  Goli- 
aths.  But  it  may  be  running  out  of 
stones  for  its  sling.  BOB 
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UP  &  COMER] 


AER  Energy  sells  the  longest-running  battery 

for  portable  computers.  How  come  no  one's  buying? 

Don't  confuse 
me  with  facts 


By  Kambiz  Foroohar  and  Esther  Wachs  Book 


For  SOMEONE  with  a  product  that 
could  revolutionize  mobile  comput- 
ing, David  Dorheim  is  curiously  dis- 
passionate. In  a  monotone,  he  plows 
through  his  business  plan.  His  presen- 
tation is  mechanical.  Yet  the  company 
he  runs  inspires  among  some  techies 
and  investors  an  almost  messianic 
zeal.  One  of  its  biggest  backers  is 
Texas  billionaire  Robert  Bass. 

AER  Energy  Resources,  Inc.  makes  a 
rechargeable  battery  for  laptop  com- 


puters that  lasts  a  remarkable  15  hours. 
That's  over  three  times  as  long  as 
newfangled  lithium  ion  batteries  and 
six  times  as  long  as  the  life  of  popular 
nickel  metal  hydride  batteries. 

Plenty  of  folks  are  excited  about 
Dorheim's  product.  Despite  losses 
last  year  of  $10  million,  AER  boasts  a 
market  capitalization  of  $162  million. 

If  some  investors  are  excited,  the 
people  who  really  count — consum- 
ers— haven't  been.  Come  along  for  a 


Chief  Executive  David  Dorheim  attaches  AER's  battery  to  a  laptop 
It's  still  too  heavy,  too  big,  too  expensive. 


visit  to  aer's  Smyrna,  Ga.  factory. 
Here,  deep  in  the  South's  answer  to 
Silicon  Valley,  dozens  of  tiny  high- 
tech companies  are  feverishly  working 
to  create  the  next  big  hit.  At  AER's 
20,000-square-foot  production  facil- 
ity, how  ever,  there's  none  of  the  hus- 
tle and  bustle  typical  of  a  happening 
startup.  There  are  no  signs  of  boxes 
ready  to  be  shipped  out.  No  assembly- 
line  workers  rushing  to  fill  orders. 

In  fact,  there  are  practically  no  or- 
ders. AER's  sales  last  year  were 
$159,000.  Yet  the  believers  still  be- 
lieve. Jon  Lindseth,  a  low-key  Cleve- 
land-based venture  capitalist,  started 
AER  by  licensing  rights  to  four  patents 
needed  to  build  a  rechargeable  zinc- 
air  battery.  By  adapting  the  technol- 
ogy, originally  developed  for  electric 
cars,  Lindseth  figured  he  could  con- 
quer the  emerging  laptop  market. 

Lindseth  hired  as  chief  executive 
David  Dorheim,  then  head  of  the 
battery  assemblv  division  of  Gates 
Energy  Products.  With  $600,000 
from  Lindseth,  Dorheim  got  to  work. 

A  year  later  AER  developed  its  first 
cell,  the  basic  unit  that  generates  ener- 
gy. AER  was  a  long  way  from  making  a 
viable  batten',  but  eager  investors 
gave  it  $15  million  through  private 
placements  in  1991  and  1992. 

By  July  1993  AER  still  had  no  prod- 
uct. No  matter:  Amidst  loud  hype  Dor- 
heim pulled  off  an  initial  public  offer- 
ing, selling  19%  of  .AER  for  $20  million, 
before  fees.  Underwriter  Prudential  Se- 
curities Inc.  was  quoted  as  saying  sales 
would  hit  $50  million  by  1995  and 
"zoom"  to  $221  million  by  1998. 

In  August  1994,  with  fanfare,  AER 
introduced  the  world's  first  recharge- 
able zinc-air  battery  for  laptops.  It 
lasted  up  to  20  hours.  Prudential 
quickly  underwrote  another  offering, 
selling  15%  of  AER  for  $14  million. 

The  stock  offering  was  a  success, 
but  the  battery  was  a  flop.  Rather  than 
sliding  discreetly  into  an  internal  slot, 
the  massive  unit  was  stacked  under  a 
laptop  like  a  thick  serving  tray.  At  a 
bulky  6  pounds,  it  weighed  four  times 
as  much  as  a  nickel -metal  hydride 
batten,'.  Worse,  it  sold  for  $600,  ver- 
sus about  $150  for  a  nickel  battery. 

In  early  1994  Sony  Corp.  intro- 
duced a  small,  long-lasting  lithium  ion 
cell,  used  mainly  in  laptop  batteries. 
Weighing  1.5  pounds  and  priced  at 
about  $200,  the  lithium  ion  batteries 


60 
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have  captured  20%  of  the  estimated 
$1.8  billion  laptop  battery  market. 

Dorheim  has  since  introduced  two 
more  batteries.  To  reduce  size,  he's 
compromised  the  batteries'  life,  from 
20  hours  to  between  12  and  15. 
That's  a  longer  life  than  that  of  the 
lithium  ion  battery — but  it  doesn't 
compensate  for  aer's  other  shortcom- 
ings. Even  at  3.8  pounds,  aer's 
PowerSlice  LX  battery  weighs  more 
than  the  Hewlett-Packard  OmniBook 
600  laptop  it  works  with.  It's  bigger 
than  the  laptop  it  is  supposed  to  power 
and  can't  be  inserted  internally.  An- 
other problem:  aer's  $400  batteries 
can  be  recharged  only  some  35  times 
before  they  need  to  be  replaced. 

One  would  think  that  investors 
would  have  lost  their  enthusiasm  for 
AER.  But  no.  In  February,  with  aer's 
stock  hovering  around  2,  Robert  Bass 
paid  about  $2.5  million  for  a  6%  stake 
in  the  company.  With  on-line  invest- 
ment forums  like  America  Online's 
Motley  Fool  heavily  hyping  AER,  the 
stock  has  since  tripled,  to  a  recent  6  %. 
In  May  Bass  bought  still  more  stock 
through  a  private  placement.  He  now 
controls  about  1 1%  of  the  company. 

Dorheim  predicts  AER  could  eke 
out  a  profit  by  1998,  as  long  as  he  can 
pull  off  a  large -volume  deal  with  a 
laptop  manufacturer.  To  make  that 
happen,  he's  placing  his  bets  on  a 
prototype  zinc-air  battery  that  is  half 
the  size  and  weight  of  aer's  current 
Power$lice  LX.  While  his  engineers 
work  out  the  "kinks"  in  this  new 
battery,  Dorheim  insists  that  he  is 
close  to  convincing  one  of  the  big 
computer  manufacturers  to  design  a 
laptop  around  an  AER  battery.  That 
would  mean  a  complete  redesign  of 
notebook  computers,  rather  like  Ford 
or  GM  designing  and  building  cars 
around  a  new  fuel  economy  system. 

It  could  happen,  but  in  $myrna, 
Ga.  things  keep  looking  worse.  Since 
its  inception  seven  years  ago,  AER  has 
racked  up  $40  million  in  losses. 
Boosted  by  the  Bass  private  place- 
ment, cash  reserves  now  sit  at  around 
$23.5  million,  but  that  will  probably 
be  gone  in  less  than  two  years. 

Even  the  underwriter  has  become 
somber.  In  May  Prudential  took  the 
extraordinary'  step  of  warning  that 
aer's  stock  is  grossly  overvalued.  But 
hope  springs  eternal.  Folks  on  the  on- 
line forum  still  tout  the  stock.  Ml 
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AND  YOU  WON'T  HAVE 


ANY  COMPETITORS. 


FUTURIZE. 


lis  American  Express  against  all  the  banks  in  the  world.  An  uneven  fight, 
but  AmEx  has  strengths,  not  the  least  of  which  is  Harvey  Golub. 

The  battle 

of  the  credit  cards 


By  Suzanne  Oliver 


It  was  the  rind  OF  mistake  that  makes  a  business  case 
history:  Sometime  around  1985,  American  Airlines  ap- 
proached American  Express  with  the  idea  of  issuing  a  joint 
credit  card  offering  frequent  flier  miles.  Brusquely,  Ameri- 
can Express  rejected  the  offer.  Five  years  later,  w  ith  AmEx 
facing  increased  competition  from  Visa  and  MasterCard, 
AT&T  tried  to  issue  a  joint  card  with  AmEx.  Again  the 
answer  was  no. 

Those  seemingly  small  decisions,  bred  of  arrogance, 
cost  American  Express  dearly.  In  1985  American  Express 
had  almost  26%  of  the  U.S.  market  for  plastic  spending. 
Last  year  it  had  15%.  Rebuffed  by  AmEx,  American 
Airlines  teamed  up  with  Citibank;  today  their  cobranded 
card  has  4  million  holders.  The  AT&T  card,  with  no  annual 
fee  and  offering  long  distance  telephone  discounts  as  a 
bonus,  has  '.  L.3  million  cardholders. 


AmEx's  chief  executive  since  1993,  Harvey  Golub,  57, 
has  worked  hard  and  efficiently  at  repairing  the  damage. 
But  it  is  unlikely  American  Express  will  ever  recover  the 
lost  market  share. 

Secure  in  the  belief  that  his  card  carried  so  much  prestige 
it  needed  no  sweetener,  James  Robinson  III,  AmEx's 
chairman  from  1977  to  1993,  had  been  busily  building 
what  he  hoped  would  be  a  "financial  supermarket, "  a  one- 
stop  place  where  customers  could  transact  all  their  finan- 
cial business.  It  turned  out  that  customers  continued  to  do 
business  separately  with  banks,  brokers,  mutual  funds. 
They  didn't  want  or  need  a  one-stop  service.  Robinson 
was  not  alone  in  pursuing  that  will-o'-the-wisp,  but  its 
failure,  together  with  AmEx's  continued  loss  of  card 
market  share,  led  to  his  ouster  by  the  board  in  1993  and  his 
replacement  by  Golub. 
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Under  Golub,  a  tough,  cigarette-smoking  former 
McKinsey  consultant  from  Brooklyn,  the  roster  of  Ameri- 
can Express  cardholders  has  grown  from  26  million  to  30 
million.  Charge  volume  has  climbed  37%,  to  $162  billion. 
Net  income  from  continuing  operations  nearly  doubled, 
to  $1.6  billion.  The  stock  has  doubled,  to  a  recent  455/s. 
Warren  Buffett,  attracted  back  to  the  scene  of  one  of  his 
earliest  investment  coups,  has  taken  a  10%  stake  in  the 
company  on  behalf  of  his  Berkshire  Hathaway. 

But  put  American  Express'  apparent  comeback  into 
perspective.  A  rising  tide  lifts  all  boats.  Plastic  continues  to 
replace  paper  money  as  the  consumer's  preferred  method 
of  paying,  and  although  American  Express'  credit  card 
volume  has  been  growing  nicely,  its  market  share  contin- 
ues to  shrink.  Airlines,  oil  companies,  car  manufacturers 


merchants  and  cardholders,  installed  its  own  software  and 
processed  its  ow  n  payments.  It  refused  to  share  its  green, 
gold  and  platinum  card  faces  with  other  brands  at  a  time 
when  cobranded  cards  were  what  was  growing  fastest. 
Golub  has  opened  up  the  system,  but,  again,  a  lot  of  the 
damage  was  already  clone.  "In  this  hostile  card  market  it  is 
nearly  impossible  to  win  back  lost  share,"  says  Seamus 
McMahon,  managing  vice  president  of  First  Manhattan 
Consulting  Group. 

Golub  is  a  study  in  contrasts  with  his  predecessor.  The 
genteel,  aloof,  high-living  Robinson  came  from  a  privi- 
leged background;  his  lather  was  formerly  chairman  of 
First  National  Bank  of  Atlanta.  Golub's  father,  an  immi- 
grant from  Russia,  owned  a  pocketbook  factory .  Robinson 
was  a  hands-off  delegator;  Golub  is  very  hands-on.  In 


and  telephone  providers  have  entered  the  card  business, 
giving  frequent  flier  miles  and  free  gasoline  to  cardholders. 
American  Express  found  that  its  card's  prestige  was  no 
match  for  free  airline  trips  and  free  cards.  Last  year  AmEx's 
charge  volume  grew  15%,  adding  $21  billion  to  revenues. 
Impressive,  but  Visa's  volume  grew  25%  on  a  base  nearly 
five  times  as  large.  Put  another  w  ay,  Visa's  volume  grew 
$162  billion  in  1995 — as  much  as  AmEx's  total  worldwide 
volume.  The  classical  helmeted  Roman  centurion  on  the 
AmEx  charge  card  announced  to  the  world  that  your 
credit  rating  was  good  enough  to  win  his  approval,  but  he 
couldn't  get  you  free  airline  tickets. 

The  tale  of  AmEx's  lost  opportunity  has  parallels  to 
Apple  Computer's  fall  from  grace.  I. ike  Apple,  American 
Express  insisted  on  operating  a  proprietary  network  and 
permitted  no  one  else  to  use  it.  AmEx  signed  up  its  ow  n 
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management  meetings  after  becoming  chairman,  the  of- 
ten intimidating  Golub  bluntly  told  his  executives:  "I 
want  to  know  if  what  you  are  saying  is  a  fact  or  a  personal 
opinion.  And  if  it  is  a  personal  opinion,  I  want  to  know 
what  it  is  based  on."  Woe  betide  the  executive  whose 
responses  are  imprecise  or  sloppy.  If  your  answers  don't 
persuade  him,  Golub  tells  you  so.  Five  of  AmEx's  top 
executives  have  left  in  the  past  18  months. 

"Some  of  them  I  asked  to  leave,  and  some  left  on  their 
own,"  harrumphs  Golub  over  a  dieter's  lunch  of  tomato 
soup,  grapefruit  and  tuna  in  his  mahogany-paneled,  51st- 
floor  conference  room.  "Remember,  w  hen  I  came  into 
this  job,  there  was  a  problem  to  be  solved.  One  of  the 
functions  of  the  problem  was  the  people  who  were  here." 

Robinson  was  a  prominent  figure  on  the  Manhattan 
celebrity  scene.  There's  nothing  stylish  about  Golub.  He 
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has  liquid  blue  eyes,  a  wide  grin  and  a  portly  gut.  "I  love  to 
bake  pies  and  cakes, 11  he  confesses  with  a  smile.  He  can  be 
disarmingly  frank  about  AmEx's  faults.  "It  reduces  the 
probing,"  he  confides  between  slurps  of  tomato  soup. 

It  was  a  wonder  the  American  Express  board  waited  so 
long  to  depose  Robinson.  His  "supermarket"  was  a  mess. 
Its  brokerage  business  had  suffered  huge  losses,  while  the 
card  business  was  slipping  continuously.  Robinson's  re- 
sponse to  the  charge  card  slippage  was  the  Optima  card, 
which  allowed  cardholders  to  carry  credit  balances  but  was 
nothing  short  of  a  disaster.  It  was  based  on  the  faulty 
assumption  that  yuppies  who  paid  off  their  charge  cards 
monthly,  often  with  reimbursements  from  their  employ- 
ers, would  be  as  meticulous  in  paying  their  Optima  bills  on 
time — or  at  all.  Losses  climbed  to  10%  of  outstanding 
balances  in  1992,  double  the  industry  average  of  5%.  In 
three  years,  Optima  cost  American  Express  $2.3  billion. 

The  bleeding  has  stopped.  The  rebuilding  is  well  under 
way.  The  AmEx  card  now  gets  you  deals  on  hotels,  car 
rentals,  retail  merchandise  and  airlines  including  Delta, 
USAir  and  Swissair.  The  5.2%  annual  loss  rate  on  Optima's 
$10  billion  card  portfolio  in  this  year's  first  quarter  is  just 
slightly  higher  than  the  4.6%  industry  average.  Golub  has 
cut  $1 .9  billion  of  expenses  and  tightened  controls  on  the 
Optima  card.  He  consolidated  services  that  had  been  run 
independently  for  each  card,  and  bought  Banc  One's 
Triumph  software.  The  software  enables  AmEx  to  more 
easily  market  and  service  multiple  cards  simultaneously. 
Golub's  goal:  to  issue  12  to  15  new  cards  a  year.  "Our 
notion  is  to  provide  segments  of  customers  bundles  of 
value  in  ways  no  other  competitor  can,"  says  Phillip  Riese, 
president  of  AmEx's  consumer  card  services  group.  As  an 
example  of  this  market  segmentation  Riese  points  to  the 
platinum  card,  which,  for  $300  a  year,  offers  cardholders 
goodies  like  free  companion  airline  tickets  overseas.  "That 
card  is  still  growing,"  he  boasts. 

The  Golub  team  is  working  to  make  up  for  lost  time,  but 
the  credit  card  business  in  the  U.S.  is  saturated.  It  now 
costs  $80  in  solicitation  costs  to  land  a  new  cardholder,  up 
from  $40  in  1992.  The  consumers  who  open  new  ac- 
counts are  often  "card  hoppers,"  who  consolidate  their 
balances  at  the  latest  low  introductory  rate  only  to  move  to 
another  card  when  that  rate  expires. 

This  low-introductory-rate  gambit  and  its  companion, 
the  introductory  "gift"  gambit,  are  increasingly  necessary 
in  a  saturated  market  in  which  most  of  the  new  customers 
are  those  you  can  steal  from  competitors.  An  alternative 
means  of  getting  new  cardholders — buying  them  from 
banks  and  other  issuers — is  largely  closed  to  AmEx  in  the 
U.S.  A  Visa  rule,  which  has  withstood  a  court  challenge, 
prevents  AmEx  from  becoming  a  Visa  issuer.  In  buying 
balances,  it  would  become  an  issuer  by  default.  Nor  can 
AmEx  get  U.S.  banks  to  issue  Visa  cards — a  1991  Visa 
bylaw  prevents  that.  MasterCard  does  not  have  such  rules. 
But  if  it  faces  inroads  from  AmEx,  it  may  institute  them. 

Then  there  are  the  "affinity"  cards  that  give  a  kickback 
to  particular  groups  like  the  Elton  John  aids  Foundation 
and  the  Massachusetts  Bar  Association.  (Forbes'  Master- 
Card and  Visa  cards  gi\  e  magazine  discounts.)  These  have 
been  a  gold  mine  for  Delaware  issuer  MBNA,  which  has 
4,300  such  cards.  But  again  AmEx  comes  late  to  the  game. 


The  best  partners  have  already  been  lined  up. 

AmEx  landed  2.2  million  new  cardholders  with  its 
Optima  cards,  according  to  Atlanta  credit  card  consultant 
Bruce  Brittain.  The  Optima  True  Grace  card  was  the  first 
to  give  an  interest  grace  period  on  current  charges  to  users 
carryinga  balance.  IttookAmEx  18  months  to  bring  True 
Grace  to  market;  a  competitor  issued  a  knockoff  in  just 
sev  en  weeks.  Most  chief  executives  would  alibi  this  slug- 
gishness, but  not  the  brutally  frank  Golub.  "The  process 
was  like  giving  birth  to  an  elephant,"  he  told  analysts. 

With  the  U.S.  market  saturated,  the  heavy  fighting  is 
shifting  overseas.  The  overseas  market  for  cards  is  growing 
fast  as  traditional  societies  start  to  borrow  more  and  tens  of 
millions  of  overseas  consumers  enter  the  middle  class  even' 
year.  But  AmEx  is  even  more  behind  abroad  than  it  is  at 
home.  Last  year  its  international  charge  volume  grew  15%, 
far  behind  Visa's  23%. 

"We  blew  American  Express  off  the  map  in  Asia," 
boasts  Carl  Pascarella,  president  and  chairman  of  Visa  USA. 
That's  a  bit  of  an  exaggeration,  but  it  is  true  that  Citibank 
has  devoured  the  region,  with  revenues  growing  150%  in 
two  years  and  a  return  on  equity  of  over  40%  there 
(  Forbes,  May  6). 

AmEx  has  issued  credit  cards  (as  opposed  to  its  tradi- 
tional charge  card)  in  England,  Canada  and  Hong  Kong. 
It's  an  uphill  battle.  With  its  limited  resources,  AmEx  must 
compete  against  the  entire  world's  banking  industry. 

Overseas,  Visa  does  not  have  its  bylaw  against  member 
banks  issuing  AmEx  cards.  In  fact,  the  FTiropean  commis- 
sion is  opposed  to  such  a  bylaw.  So  AmEx  has  signed 
agreements  with  banks  in  Portugal,  Greece,  Israel,  South 
Africa  and  Turkey  to  issue  AmEx  charge  and  credit  cards 
and  sign  up  merchants. 

Local  laws  prevented  AmEx  from  doing  a  deal  with 
banks  in  France,  so  Golub  signed  an  agreement  with 
Sovac,  France's  largest  issuer  of  private-label  cards  for 
department  stores  like  Printemps  and  carmaker  Citroen. 
The  agreement  calls  for  Sovac  to  reissue  some  of  its  cards 
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American  Express  Chairman  Harvey  Golub 

Begging  for  allies  in  an  increasingly  unequal  fight 

with  Visa,  MasterCard  and  the  world's  banks. 


with  the  Am  Ex  blue -box  logo  so  they  can  be  used 
anywhere  American  Express  cards  are  accepted.  AmEx  will 
simply  be  the  processor  of  the  transactions.  In  another 
deal,  AmEx  will  issue  a  cobranded  card  with  Paris-based 
Accor,  one  of  the  world's  largest  hotel  operators. 

AmEx  continues  to  dominate  the  corporate  card  market 
(Forbes  Inc.  is  a  customer),  and  users  like  the  high  level  of 
service.  But  here,  too,  the  competition  is  chipping  away. 
Visa's  corporate  volume  is  only  a  third  as  big  as  AmEx's, 
but  it  grew  last  year  by  46%,  to  $  1 5  billion. 

In  1993,  Visa  and  MasterCard  raised  the  average  fee  an 
issuing  bank  gets  on  corporate  travel  and  entertainment 
spending  from  1.5%  of  card  charges  to  1 .9%.  This  motivat- 
ed the  banks  to  push  even  harder  for  corporate  business. 
Tough  competitors  like  GE  Capital,  AT&T,  Citibank,  First 
Chicago  and  Household  Financial  have  entered  the  mar- 
ket. While  working  to  expand  its  corporate  business, 
AmEx  will  have  to  continually  fight  off  raids  by  these 
competitors. 

The  purchasing  card  is  another  major  area  of  conten- 
tion. A  purchasing  card  is  a  corporate  card  that  is  used  to 
buy  equipment  and  supplies — everything  from  pencils  to 
PCs.  It  is  expected  to  be  a  $400  billion  market,  according  to 
Steven  Abrams,  senior  vice  president  of  commercial  prod- 
ucts at  MasterCard.  Companies  like  it  because  it  eliminates 
the  $80  cost  of  invoice  processing  for  small  purchases. 
Currently  the  purchasing  card  is  growing  at  more  than 
twice  the  rate  of  the  corporate  card,  albeit  off  a  tiny  base  of 
$6  billion  compared  with  $  1 20  billion  for  corporate  travel 
and  entertainment  spending.  Merchants  pay  an  average  2% 
discount  on  Visa  and  MasterCard  purchasing  card  transac- 
tions, lower  than  AmEx's  2.5%.  Moreover,  Visa  and 


MasterCard  have  much  wider  acceptance  among  mer- 
chants because  they  charge  much  less  than  AmEx  on  card 
purchases. 

Can't  AmEx  simply  cut  its  discount  rate  and  gain  greater 
acceptance  among  merchants?  Not  so  easy.  With  its  charge 
cards,  for  which  bills  are  paid  in  full  monthly,  American 
Express  gets  no  interest  income  from  revolving  balances. 
Its  main  sources  of  revenue  are  the  annual  fee  it  charges 
cardholders  and  the  discount  rate  it  charges  merchants.  As 
a  result  it  must  charge  a  higher  discount  rate.  While  the 
discount  rate  provides  about  10%  of  the  revenue  for  most 
cards  with  revolving  credit,  it  provides  about  half  of  the 
revenue  for  AmEx's  charge  cards.  With  an  AmEx  card  the 
merchant  pays  much  of  the  freight.  With  Visa  and  Master- 
Card the  consumer  does,  through  sometimes  sky-high 
interest  rates.  In  short,  AmEx's  charges  are  absorbed  by 
the  vendor  while  the  customer  absorbs  most  of  the  bank 
card  charges. 

Sanford  Bernstein  analyst  Guy  Moszkowski  estimates 
that  U.S.  merchants  pay  an  average  discount  rate  of  2.5% 
on  AmEx  purchases,  compared  with  1.9%  on  Visa  and 
MasterCard.  AmEx  justifies  its  higher  discount  rate  by 
convincing  merchants  that  its  elite  cardholders  spend 
more.  That  persuades  some  merchants,  but  not  by  any 

means  all. 

Harvey  Golub  got  there 
in  time.  AmEx  isn't  head- 
ing for  the  rocks.  It  has 
some  significant  things  go- 
ing for  it.  One  is  its  Ameri- 
can Express  Financial  Advi- 
sors division,  built  around 
the  old  Investors  Diversi- 
fied Services  (see  box).  Its 
other  strong  suit  is  data 
mining.  AmEx's  closed- 
loop  system  makes  it  both 
the  payment  processor  for 
the  merchant  and  the  issuer 
to  cardholders.  Therefore, 
it  captures  more  detailed 
purchase  data  than  do 
banks  that  issue  Visa  and 
MasterCard.  "AmEx  knows 
everything  down  to  the  color  of  the  bloomers  you  pur- 
chased," says  Fairfield,  Conn,  credit  card  consultant  lames 
Accomondo.  Card-issuing  banks,  which  get  their  data 
from  the  merchant's  processing  bank,  only  know  the  name 
of  the  merchant,  an  industry  code  and  the  amount  of  the 
purchase. 

Data  mining  plays  into  AmEx's  great  strength:  that  its 
cardholders  tend  to  be  more  affluent  than  the  general 
run — and  more  lavish  spenders.  American  Express  card- 
holders in  the  U.S.  spend  an  average  of  $5,834  on  their 
cards  annually.  MasterCard  holders  spend  $3,200.  Mar- 
keters may  be  willing  to  pay  for  access  to  AmEx's  big- 
spending  client  base. 

Golub  is  beginning  to  exploit  this  data  advantage  by 
customizing  rewards  and  offers  based  on  past  cardholder 
purchases.  "Say  you  go  to  a  lot  of  northern  Italian 
restaurants  on  the  Upper  West  Side,  and  a  new  one  opens 


American  Express  Vice 
Chairman  Kenneth  Chenault 
Banks  should  move  their 
pay-in-full  customers  to  AmEx. 
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weapon? 

JUST  Mi  N  i  ION  the  words 
"financial  supermarket"  at 
American  Express  Finan- 
ial  Advisors  (formerly  In- 
stors  Diversified  Ser- 
lces ),  and  executives  steer 
the  conversation  in  a  new 
direction.  Financial  super- 
larket  was  one  of  those 
icepts  that  periodically 
sweeps  the  business 
world;  Am  Ex  had  the  mis- 
fortune to  have  a  boss  and 
a  board  who  took  the  con- 
cept seriously. 

Like  most  such  ideas, 
this  one  did  have  a  limited 
validity,  and  Harvey  Co- 
lli b  means  to  take  advan- 
tage of  it.  While  a  lot  of 
people  don't  know  it, 
American  Express  is  a  po- 
tential power  in  mutual 
funds  and  financial  plan- 


ning. Minneapolis-based 
American  Express  Finan- 
cial Advisors — ids  Finan- 
cial Services  when  AmEx 
bought  it  over  a  dozen 
years  ago — was  a  pioneer 
in  selling  saving  plans,  an- 
nuities and  mutual  Rinds 
in  small  towns  in  the  Mid- 
west. It  was  once  the  larg- 
est mutual  fund  operator  in 
the  U.S.,  but  it  failed  to 
keep  up  with  more  aggres- 
sive competitors. 

Today  it  sells  financial 
and  estate  planning,  annu- 
ities, its  own  mutual 
funds,  life  insurance,  pen- 
sion plans,  401(k)  plans, 
loans  and  accounting  ser- 
vices to  individuals  and 
businesses  through  8,000 
"financial  advisors" 
(read,  brokers)  in  50  states. 
It's  a  nice  business,  pro- 
viding a  third  of  AmEx's 
net  income. 

For  customers  who 


want  self-service,  Golub  in 
May  unveiled  American 
Express  Einancial  Direct,  a 
New  York  discount  bro- 
ker that  in  addition  to 
stocks  and  bonds  will  sell 
some  ids  no-load  funds,  as 
well  as  no-load  funds 
from  Invesco,  Stein  Roe, 
Putnam  and  Eounders. 
But  this  is  a  late  start  in  dis- 
count brokerage,  where 
Charles  Schwab,  Quick  & 
Reilly,  Fidelity,  Jack 
White  and  Citibank  are  al- 
ready well  established. 

Of  course,  aefa  prefers 
that  their  customers  have 
AmEx  cards.  They  now 
offer  deals  that  bundle 
American  Express  travel 
services,  corporate  cards 
and  401(k)  plans.  Last 
year  ahfa  opened  accounts 
with  7,000  personal  card- 
holders that  it  reached 
through  referrals. 

To  strengthen  its  sales 


pitch  to  small  businesses, 
ah  fa  is  buying  small  ac- 
counting firms,  66  so  far, 
thus  bringing  in  prospec- 
tive new  clients  for  other 
aefa  services. 

In  all,  aefa  commands 
assets  of  $130  billion,  but 
Golub  has  a  lot  of  work 
yet  to  do  with  his  supermar- 
ket. Along  with  the  rest  of 
the  mutual  fund  industry, 
AEFA  has  grown  hand- 
somely. It  now  manages  as- 
sets of  $48  billion,  which 
though  swamped  by  Fideli- 
ty's $434  billion,  makes  it 
the  nation's  twelfth -largest 
mutual  fund  group. 

Its  mutual  funds  hardly 
ever  top  their  categories, 
and  after  a  year  of  work 
AEFA  still  doesn't  have  its 
own  on-line  service. 

Here,  too,  AmEx  has 
fallen  behind  and  has  a  lot 
of  catching  up  to  do. 

-Kambiz  Eoroohar  M 


up,"  explains  Golub.  "We  can  get  you  to  try  the  new 
restaurant  by,  say,  giving  you  a  bottle  of  wine  when  you  go 
in."  This  customizing  of  offers  holds  promise.  To  the  extent 
the  offers  attract  new  business,  they  make  merchants  more 
willing  to  absorb  AmEx's  higher  discount  rate. 

AmEx  is  expanding  this  value-added  feature — the  "per- 
sonalized customer  relationship  statement"  in  the  U.K., 
where  cardholders  get  five  new  offers  each  month.  After  a 
test  run  in  Texas,  AmEx  plans  to  roll  out  the  new  feature  in 
other  parts  of  the  U.S.  next  year.  "The  personalized 
customer  relationship  may  help  us  to  redefine  the  indus- 
try," says  AmEx  Vice  Chairman  Kenneth  Chenault  as  he 
sips  morning  coffee  in  his  elegant  office  overlooking  New 
York  Harbor.  Can  Visa  and  MasterCard  copy?  Not  easily. 

AmEx's  higher  merchant  discount  rate  and  data  mining 
capabilities  are  selling  points  that  Golub  hopes  to  use  in 
getting  banks  to  issue  American  Express  charge  and  credit 
cards.  "If  I  were  a  bank  issuing  MasterCard  and  Visa,  I 
would  say  switching  to  AmEx  is  a  very  sensible  thing  to 
do,"  says  Golub,  now  incongruously  lighting  a  cigarette 
after  completing  his  health-conscious  meal.  "We  have  a 
small  group  [of  banks  and  nonbanks]  that  is  willing  to 
issue  with  us,"  Golub  says.  "So  now  we  are  reengineering 
our  system  [to  accommodate  other  issuers]."  How  many? 
"Less  than  a  handful,"  Golub  admits.  The  great  majority 
of  banks  simply  do  not  want  to  trigger  that  clause  in  the 
Visa  bylaws  that  prevents  Visa  issuers  from  issuing  Ameri- 
can Express  cards  as  well. 

Amex,  however,  doesn't  gi\  e  up  easily.  "Nearly  40%  of 
bank  card  customers  pay  in  full  each  month,  and  they  are 


not  profitable  for  the  banks,"  says  Chenault,  putting  his 
finger  precisely  on  Visa  and  MasterCard's  weakness.  "I 
think  there  is  a  way  to  work  with  the  banks  to  transfer  some 
of  their  pay-in-full  people  to  the  AmEx  charge  card.  The 
logic  of  it  is  impeccable." 

Impeccable,  but  not  yet  compelling. 

When  asked  about  his  biggest  disappointment  as  chair- 
man, Golub  rests  his  chin  in  his  hand  and  looks  down  at  his 
empty  plate  for  a  long,  silent  minute  and  a  half  while  he 
thinks.  Looking  up  with  earnest  eyes,  he  comes  out  with 
precise  formulations: 

"Firstly,  I  have  been  unable  to  persuade  the  owners  of 
the  two  bank  card  associations  that  their  competitor  is 
largely  their  own  association  rather  than  us. 

"Secondly,  the  amount  of  reengineering  we  have  had  to 
do  was  larger  and  more  difficult  than  I  thought. 

"Thirdly,  changing  the  culture  of  an  organization  is 
harder,  too.  So  we've  not  been  able  to  move  as  quickly  or 
as  far  as  I  would  have  liked." 

Golub  is  a  fighter.  At  a  sock  shop  in  Saratoga,  N.Y., 
Golub's  son  Joshua,  now  11,  covered  the  counter  with 
socks  he  wanted  to  buy.  When  his  mother  pulled  out  her 
American  Express  card,  the  clerk  announced  that  the  store 
didn't  take  American  Express.  Replied  Joshua,  loyally, 
"Then  we  can't  buy  these  things."  The  Golubs  left  the 
store,  sockless,  but  most  consumers,  however  reluctantly, 
would  simply  pull  out  another  credit  card.  AmEx  isn't  just 
fighting  against  some  smart  competitors.  It  is,  in  effect, 
competing  against  all  the  banks  of  the  world  that  have  a 
vested  interest  in  the  bank  cards. 
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By  Dyan  Machan 

"Over  a  long  weekend,  I  could  teach  my  dog  to  be  an 
investment  banker."  Herbert  A.  Allen,  56,  president  of  Allen 
&  Co.  Inc.,  has  scant  respect  for  the  industry  in  which  he  has 
spent  his  career.  "It's  the  only  industry  working  at  full 
overcapacity,"  he  says.  "How  many  mergers  and  acquisitions 
people  are  really  needed?'" 

Not  many,  in  Herbert  Allen's  view.  Most  of  what  Wall  Street 
does  is  redundant,  he  believes,  and  so  are  most  of  its  high-paid 
people.  "Corporations  can  find  their  own  deals,  and  boards 
should  take  responsibility  to  make  sure  they  do,"  Allen  asserts. 
Finance  isn't  all  that  complicated,  Allen  would  argue;  if  a  deal 
makes  sense,  you  shouldn't  need  a  Wharton  degree  to  see  that 
it  does. 

Allen  makes  no  effort  to  hide  his  contempt  for  most  of  what 
passes  as  investment  banking.  "The  capital-raising  function  is 
legitimate;  the  rest  is  all  hot  air.  Two  hundred  and  eighty 
analysts  showed  up  for  a  recent  Coca-Cola  meeting,  each 
writing  forecasts  within  a  penny  of  each  other.  How  many  are 
necessary?  Probably  two."  All  those  mergers  and  acquisitions 
people?  "They  might  as  well  be  hot  dog  vendors.  Boards  hire 
all  these  bodies  to  supply  a  fatty  analysis  that  no  one  reads.  It's 
padding  for  [the  boards']  rear  ends.  They  [the  boards]  might 
as  well  look  at  those  reports  upside  down." 

"The  big  firms  with  access  to  public  capital  will  probably  be 
around,  but  the  other  guys  will  go  away,  being  acquired  or 
folded  into  one  another,"  Allen  concludes. 

What  deals  are  left  will  be  done  for  far  less  than  the  eight- 
figure  fees  typical  these  days  of  run-of-the-mill  mergers  and 
acquisitions  work.  Allen  says,  "People  will  compete  in  pricing 
because  basic  economics  always  wins." 


It  employs  no  analysts 
and  its  capital  is 
petty  cash  by  Wall 
Street  standards,  yet 
Allen  &  Co.  is  right 
in  the  middle  of  some 
of  the  juiciest  deals. 
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"Ultimately  Wall  Street  will  be  eli- 
minated,'" he  says. 

So,  is  Allen  worried?  Is  he  telling  his 
son  and  heir  apparent  to  seek  work  in 
another  business?  No  way.  He  believes 
his  kind  of  shop  will  survive  because  of 
what  it  is  and  the  way  it's  structured. 

"Deals  just  don't  get  done  in  Hol- 
lywood unless  they  [Allen  &  Co.]  are 
involved,"  says  Barry  Diller,  chairman 
of  Silver  King  Communications,  a 
broadcast  television  company,  and  an 


Allen  &  Co.  client  of  long  standing. 
In  the  giant  Disney-Capital  Cities/ 
ABC  merger  last  year,  Allen  &  Co.  was 
the  only  investment  adviser  used  by 
that  redoubtable  pair,  Warren  Buffett 
and  Cap  Cities  chairman  Thomas 
Murphy.  Also  last  year  Allen  repre- 
sented the  buyer  or  seller  in  two  other 
entertainment  megadeals:  Westing- 
house's  $5.4  billion  purchase  of  CBS 
and  Seagram's  $5.7  billion  purchase 
of  80%  of  mca  from  Matsushita. 
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If  Wall  Street  is  a  dinosaur,  how  is 
Allen  &  Co.  different? 

To  begin  with,  it's  small.  It  employs 
174  people  in  one  office,  on  Manhat- 
tan's Fifth  Avenue.  Compare  this  with 
Salomon's  6,400  employees  and  its 
offices  in  22  countries.  Or  with  Mer- 
rill Lynch's  46,400  people  and  550 
offices  worldwide.  Allen  &  Co.  has 
just  $275  million  in  capital  and  no 
debt.  By  contrast,  Goldman,  Sachs 
and  Salomon  each  have  roughly  $5 
billion  in  capital  but  have  $13  bil- 
lion in  debt. 

Of  course,  Allen  doesn't  pretend 
to  do  all  the  things  its  bigger  com- 
petitors do.  No  real  estate  invest- 
ing, currency  hedging  or  deriva- 
tives. It  has  no  research  depart- 
ment— none.  The  research  is  done 
by  the  principals  themselves.  Allen 
&  Co.  does  venture  capital,  under- 
writing, private  placements  and 
money  management. 

"It's  a  unique  culture,"  says  Al- 
len, in  his  soft-spoken  way.  "We 
have  a  welfare  state  for  our  employ- 
ees, and  raw  capitalism  for  the 
principals." 

Let's  parse  those  statements,  be- 
cause they  express  the  crux  of  a 
highly  effective  management  phi- 
losophy. Allen  &  Co.  is  a  welfare 
state  because  last  year  it  paid  its 
salaried  employees  annual  bonuses 
equal  to  100%  of  their  pay.  It's 
capitalist  because  it's  made  Allen 
close  to  a  billionaire  and  made 
multimillionaires  of  its  14  manag- 
ing directors.  With  only  a  few 
mouths  to  feed,  Allen  can  afford  to 
feed  them  well,  and  he  does. 

The  rawness  consists  of  this: 
There  are  no  guarantees,  no  safety 
net.  The  firm  pays  only  nominal 
salaries  to  principals.  On  every  deal 
he  or  she  brings  in,  an  Allen  man- 
aging director  gets  30%  of  the  take 

The  Allen  varsity.  First  row  front  (I.  to  r.) 
Herbert  Allen  III,  Lauren  Tyler 

Second  row  (I.  to  r.) 

Herbert  A.  Allen,  Donald  Keough, 
Robert  Mackie 

Third  row  (I.  to  r.) 

P.  Don  Lattimer,  John  Schneider, 
Nancy  Peretsman,  Enrique  Senior 

Fourth  row  (I.  to  r.) 
John  Simon,  Kim  Wieland, 
Paul  Gould,  Stanley  Shuman 
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iii  cash  after  expenses  arc  paid.  They 
don't  have  to  wait  until  year's  end. 
When  the  client  pays,  Allen  pays.  Be- 
cause Allen  runs  a  lean  shop  and 
doesn't  require  huge  amounts  of  bor- 
rowed capital,  the  overhead  and  ex- 
penses that  come  off  the  top  are  rela- 
tively modest. 

The  lean  overhead  and  slim  staffing 
allow  Allen  &  Co.  to  stress  a  principal  - 
to-principal  approach.  "There  is  no 
bait  and  switch  at  Allen"  is  the  way 
managing  director  Nancy  Peretsman 
puts  it.  She  refers  to  the  common 
practice  of  sending  a  senior  person  to 
solicit  an  account  and  then  turning  it 
over  to  juniors.  "In  bigger  firms,  the 


Street  firms  give  w  hat  they  call  'objec- 
tive advice,'  which  means  they  have 
nothing  to  lose  by  giving  bad  advice.  I 
say,  forget  objectivity." 

Could  this  compensation  principle 
be  applied  to  other  businesses? 

Allen  says  he  actually  tried  to  pro 
mote  such  a  compensation  system 
back  in  the  late  1970s  and  early  1980s 
when  he  controlled  Columbia  Pic- 
tures. He  suggested  the  moviemaker 
pay  studio  executives  a  small  salarv 
and  a  portion  of  profits.  "I  couldn't 
get  anyone  interested,"  he  says. 

"It  might  not  work  in  a  large  com- 
pany," Allen  muses,  "but  in  a  small 
place,  a  system  like  ours  can  work." 


Allen  &  Co.'s  Richard  Fields  at  a  power  lunch  with  Island  Records'  Chris  Blackwell 
The  heart  of  Allen  &  Co.'s  success  lies  in  building  long-term  relationships. 


name  gets  the  business,"  Peretsman 
claims,  "flic  actual  execution  gets 
handed  to  a  team  of  new  iM.B.A.s, 
who  arc  clueless.  Working  for  big 
firms  is  like  living  in  New  York  City. 
Allen  is  like  living  in  a  little  town." 

Allen  &  Co.'s  principals,  in  short, 
arc  n<  >t  just  agents  of  the  firm;  they  are 
personal  participants  in  every  deal 
they  bring  in.  When  an  Allen  principal 
wants  the  firm  to  invest,  Allen  first 
asks:  "How  much  of  it  do  you  want?  If 
he's  not  willing  to  make  the  personal 
sacrifice  and  gamble  on  the  invest- 
ment, I'll  say,  'We'll  pass.'  "  It's  a  put- 
up-or-shut-up  culture.  "Most  Wall 


Yet  another  reason  Allen  wants  to 
remain  relatively  small. 

The  original  Allen  &  Co.  partner- 
ship was  formed  74  years  ago  by 
Allen's  uncle,  Charles  Allen,  who  died 
in  1994.  Herbert's  father,  also  named 
Herbert,  now  88  and  ailing,  joined  his 
brother  in  1927.  They  backed  and 
invested  in  new  and  established  com- 
panies, the  biggest  success  being  the 
pharmaceutical  company  Syntex, 
which  was  sold  in  1994  to  Roche 
Holding  Ltd.  for  $5.3  billion.  Other 
big  Allen  successes:  Benguet  Consoli- 
dated, a  Philippines  based  gold  mine, 
and  Ogden  Corp.,  a  food  service  com- 


pany. Allen  &  Co.  never  did  lots  of 
deals.  Not  burdened  w  ith  overhead,  it 
didn't  have  to.  It  was  an  outfit  that 
worked  more  by  gut  instinct  and  feel 
than  by  lengthy  study.  In  1975 
Charles  Allen  was  interviewed  by 
FORBES.  He  cited  his  immensely  suc- 
cessful purchase  of  a  controlling  inter- 
est in  Syntex:  "hazard  was  analyzing 
and  analyzing,  and  we  just  said  'fine.' 
All  our  deals  are  that  way."  We  asked 
him  why  he  made  such  a  snap  judg- 
ment: "Interesting  product,"  Charles 
Allen  replied.  "Liked  the  people." 
This  could  be  Herbert  speaking. 

Brought  up  in  the  family  business, 
Allen  was  given  responsibility  early 
on.  In  1966,  at  26  and  a  few  years  out 
of  Williams  College,  he  was  tapped  by 
his  uncle  and  his  father  to  be  chief 
executive  at  their  investment  bank, 
Allen  &  Co.  Inc.  This  was  only  a  tiny 
part  of  their  holdings.  Much  as  they 
wanted  to  see  the  boy  make  good,  the 
elder  Aliens  weren't  betting  the  farm 
on  him.  Allen  &  Co.  Inc.  started  with 
just  $1  million  in  capital. 

Herbert  Allen  soon  showed  his  dad 
and  his  uncle  that  he  could  handle  the 
responsibility.  In  1973  he  put  up  $1 
million  of  his  own  money  and 
$500,000  of  the  firm's  to  buy  a  con- 
trolling interest  in  Columbia  Pictures 
at  $4  a  share.  His  lather  and  uncle 
didn't  think  much  of  the  idea  but, 
what  the  hell,  give  the  kid  a  chance  to 
learn  from  his  mistakes.  It  looked  as  if 
he  had  made  a  big  one.  Six  years  after 
Allen  bought  control,  Columbia  stu- 
dio chief  David  Begciman  was  caught 
embezzling  studio  money. 

But  Allen  turned  the  company 
around  and  sold  Columbia  to  Coca- 
Cola  in  1982,  receiving  Coke  stock 
worth  $72  for  each  of  the  Columbia 
shares  that  had  cost  him  $4.  Allen  8c 
Co.  Inc.  still  holds  all  of  its  Coke,  and 
each  of  those  $4  Columbia  shares  is 
now  worth  $2,400  in  Coke  stock. 
Herbert  Allen  personally,  and  Allen  & 
Co.  Inc.,  have,  so  tar,  together  made  a 
cool  half-billion  dollars. 

Despite  a  general  perception  to  the 
contrary,  Coca-Cola  made  out  pretty 
well,  too.  After  investing  a  total  of 
$750  million  in  the  film  company, 
Coke  and  its  shareholders  ultimately 
realized  a  $3  billion  gain  when  Co- 
lumbia was  spun  off  and  sold  to  Sony 
nine  years  later. 

The  deal  made  Allen  a  power  in  the 
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entertainment  business.  He  never  for- 
got that  he  succeeded  because  his 
elders  let  him  take  risks  provided  he 
put  up  his  own  money  alongside  the 
firm's.  He  treats  his  associates  the 
same  way.  It  shows  in  the  type  of 
people  the  firm  attracts. 

After  getting  a  law  degree  from  Har- 
vard and  an  M.B.A.  from  Stanford, 
Richard  Fields  passed  up  more  lucra- 
tive offers  at  other  Wall  Street  firms  to 
join  Allen  as  an  associate  for  roughly 
$60,000  a  year  in  1986.  "I  liked  that 
there  was  no  structure,"  says  Fields.  "I 
didn't  mind  the  lower  pay.  I  was  young 
and  didn't  have  many  responsibilities, 
and  Allen  &  Co.  was  the  only  place  I 
could  invest  and  do  agency  work  at  the 
same  time." 

His  chance  to  invest  came  five  years 
later.  He  brought  to  Allen  Omni- 
point,  a  company  that  owned  intrigu- 
ing wireless  communication  technol- 
ogy. It  needed  $5  million  to  get  off 
the  ground.  Would  Allen  &  Co. 
prime  the  pump  with  $1.5  million? 
Allen  put  the  usual  question  to  Fields: 
Will  you  personally  take  10%  to  30% 
of  the  deal?  Sure,  Fields  replied,  if  I 
had  the  money,  but  I  haven't  a  dime. 
Allen  arranged  a  loan  of  $150,000. 
Fields  took  10%  of  the  Allen  stake  in 
Omnipoint. 

Fields  received  from  Omnipoint 
five-year  warrants  that  converted  to 
common  stock,  a  seat  on  the  board 
and  a  three-year  contract  to  handle  all 
of  the  firm's  investment  banking.  It 
would  be  years  before  the  investment 
would  pay  off,  but  Fields  would  have 
income  from  investment  banking 
work  for  rent  and  spending  money. 

In  January  this  year,  Omnipoint 
went  public  at  $16  a  share;  the  stock 
sold  recently  at  $31.  Allen  &  Co.'s 
$1.5  million  in  stock  and  warrants  is 
worth  $103  million.  Fields,  40,  now 
an  Allen  &  Co.  managing  director, 
has  taken  out  more  than  his  original 
investment  in  fees.  His  Omnipoint 
holdings  are  worth  $15  million. 

Fields'  fellow  managing  directors 
are  an  assortment  of  ruggedly  individ- 
ualistic buccaneers.  Managing  direc- 
tor Paul  Gould,  50,  can  well  afford  the 
antique  toys  and  stuffed  animals  that 
fill  his  office  to  overflowing.  Manag- 
ing Allen  &  Co.  Inc.'s  $150  million 
arbitrage  fund,  Gould  has  earned  a 
19%  annualized  return  since  1979, 
compared  with  the  market's  15%. 


Gould  has  a  nose  for  finding  compa- 
nies that  are  merger  bait,  often  at  first 
glance  unlikely  prospects.  One  was 
Resource  Recycling  Technologies.  In 
1993  Gould,  along  with  Allen  &  Co., 
bought  a  35%  piece  of  the  company 
for  $2  million.  Its  business  of  collect- 
ing and  selling  recyclables  like  card- 
board and  glass  was  itself  in  the  dump- 
ster.  Then  prices  started  to  rise,  with 
cardboard  going  from  $30  a  ton  to  up 
to  $150  a  ton.  Last  year  Gould  sold 
the  company  to  wmx  Technologies  at 
four  times  what  he  and  the  firm  paid. 

At  61,  managing  director  Stanley 
Shuman  is  a  3  5 -year  veteran  of  Allen  & 
Co.  Shuman  is  one  of  media  magnate 
Rupert  Murdoch's  closest  advisers, 
and  he's  close  to  wealthy  Manhattan 
real  estate  developer  Bernard  Mendik. 
Shuman  is  no  shrinking  violet,  and  his 
large  ego  is  a  source  of  amusement  to 
some  of  his  colleagues.  "When  you  tell 
Stan  you  know  someone,  he  always 
goes  one  step  better,"  jokes  managing 

It's  a  put-up-or-shut-up 
culture:  "If  you're  not  willing 
to  make  the  personal 
sacrifice  and  gamble 
on  the  investment,  I'll  say, 
<We'llpass.' " 


director  John  Schneider.  "I'll  say,  T 
know  Bob  Wright,'  and  he'll  say,  'I 
know  Jack  Welch.'  "  Allen  chimes  in: 
"Everyone  of  any  consequence  was 
once  Stan's  roommate." 

Allen  &  Co.'s  chairman  is  Donald 
Keough,  69.  The  day  after  retiring 
from  Coca-Cola  as  president  in  1993, 
Keough  became  chairman  of  Allen  & 
Co.  With  his  legendary  Rolodex, 
Keough  helps  open  doors.  And  occa- 
sionally, he  assists  in  a  side  of  the 
business  that  Herbert  Allen  despises: 
the  ceremonial.  At  a  recent  event, 
Keough  was  schmoozing  with  clients 
and  potential  clients  when  Allen,  who 
likes  dinner  at  5:30  p.m.  and  bed  at 
9  p.m.,  was  probably  fast  asleep. 

Allen  himself  is  a  somewhat  aloof 
and  physically  restless  man.  He's  con- 
stantly on  the  move  between  a  house 
he  helped  design  in  Williamstown, 
Mass.,  his  condo  in  Sun  Valley,  Idaho, 
a  rustic  ranch  in  Cody,  Wyo.  and  his 
apartment  in  New  York  City's  Carlyle 


Hotel.  One  gets  the  sense  thai  even  as 
he  answers  your  questions,  part  of  his 
mind  is  simultaneously  somewhere 
else.  Early  to  bed,  he's  early  to  rise, 
usually  walking  his  dog  before  6  a.m. 
and  occasionally  working  out  at  the 
Allen  &  Co.  gym  before  7  a.m.  Says 
managing  director  John  Simon:  "I 
don't  know  him  at  all.  I  wish  I  did." 
Keough,  with  his  warm,  avuncular 
manner,  is  as  close  as  Allen  has  to  a 
business  confidant. 

"Herbert  Allen  is  not  a  conventional 
person  and  doesn't  try  to  run  a  typical 
operation,"  says  Warren  Butfett.  That 
is  something  of  an  understatement. 

That  atmosphere  attracts  interest- 
ing people.  John  Simon  has  three 
graduate  degrees  and  is  known  as  Dr. 
Sour  because  he's  never  met  a  deal 
that  at  first  sniff  he's  liked.  Second 
sniff,  however,  has  led  him  to  Applied 
Imaging,  a  medical  instrumentation 
company  that  is  about  to  go  public 
through  Montgomery  Securities  at 
around  seven  times  Simon's  original 
$2  million  investment. 

Managing  director  Enrique  Senior, 
53,  is  a  Cuban  immigrant  who  has 
three  undergraduate  degrees  and  an 
M.B.A.  He  played  a  key  role  in  Cap 
Cities/ABC's  merger  with  Disney,  as 
well  as  in  the  original  Columbia  sale 
to  Coke.  "Senior  really  knows  our 
business,"  says  Tom  Murphy,  retired 
chief  executive  of  Cap  Cities.  Adds 
Buffett:  "We  only  had  three  days  to 
do  the  merger,  or  not  at  all.  Senior  did 
a  masterful  presentation." 

John  Schneider,  57,  the  firm's  insti- 
tutional salesman,  is  cut  from  a  differ- 
ent cloth.  He's  a  raucous  practical 
joker.  He  once  rode  a  horse  into  a  Sun 
Valley  cocktail  part)',  during  Allen's 
annual  conference.  "He  knows  every- 
body," says  superentrepreneur  Wayne 
Huizenga,  who  has  used  Allen  &  Co. 
to  raise  $400  million  in  the  last  12 
months  to  fund  acquisitions  for  Re- 
public Industries  (Forbes,  Nov.  20, 
1995).  Schneider  lined  up  the  first 
$100  million  for  Republic  by  signing 
up  eight  investors  while  they  were 
sitting  around  a  pond  at  the  Sun  Valley 
conference. 

Nancy  Peretsman,  41,  is  one  of  the 
rare  recent  hires.  She  came  over  from 
Salomon  last  year.  Allen  had  been 
looking  Peretsman  over  for  a  long 
time.  As  a  student  at  Princeton  in  the 
1970s,  she  babv-sat  for  Allen's  chil- 
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dren  and  had  a  summer  internship  at 
Allen  &  Co.  working  for  Paul  Gould. 
She  kept  in  touch  and,  in  1980,  Her- 
bert Allen  handed  her  some  business 
when  he  was  running  Columbia  Pic- 
tures. Kirk  Kerkorian  had  made  a 
hostile  bid  for  Columbia  Pictures. 
Allen  gave  Peretsman,  then  an  asso- 
ciate at  Blythe  Eastman  Dillon,  the 
assignment  of  writing  a  fairness  opin- 
ion on  his  offer.  She  parlayed  that 
success  and  moved  on  to  Salomon  as  a 
media  specialist.  Last  year  she  finally 
signed  on  at  Allen  &  Co. 

Peretsman  says  she  joined  him  in 
part  because  she  wanted  a  chance  to 
invest  in  the  deals  she  develops  rather 
than  just  getting  paid  for  them. 

Not  everything  Allen  does  turns  to 
gold,  which  has  encouraged  him  to 
keep  the  firm  small.  Allen  Value  Part- 
ners, a  $100  million  fund  for  institu- 
tional investors,  is  being  liquidated 
after  earning  an  average  of  1 2%  annu- 
ally for  its  seven  years,  a  return  Allen 
sheepishly  calls  mediocre.  Besides  not 
doing  especially  well,  the  fund  created 
some  conflict  of  interest  problems  for 
the  firm.  It  comes  down  to  this:  Deal- 
making  and  investing  is  Allen's 
strength;  running  money  isn't. 

In  short,  Allen  &  Co.  is  chiefly  a 
function  of  what  its  principals  are 
good  at.  It  is  a  loose  confederation  of 
individual  dealsters.  In  1986  Allen 
created  a  special  class  of  "B"  shares 
that  would  be  handed  out  to  his 
managing  directors.  The  idea  was  that 
increased  stock  ownership  might  en- 
courage more  cooperation  among  the 
principals,  more  synergy.  He's  not 
sure  it's  worked.  Now  he  prefers  re- 
warding people  with  options  on  some 
of  the  firm's  holdings  rather  than 
stock  in  the  firm. 

Allen  once  said  he  has  lunch  with 
his  managing  directors  every  Wednes- 
day "to  keep  them  from  killing  each 
other."  What  holds  them  together  is 
their  relationship  with  Herbert  Allen 
and  the  system  that  gives  them  sup- 
port but  imposes  few  rules  on  them. 

This  is  not  a  place  where  you  have  to 
appear  busy  if  you  are  not.  Stanley 
Shuman  usually  takes  a  month  off  a 
year  to  ski  at  Vail.  Short  of  utter  disas- 
ter, Enrique  Senior  leaves  die  office  for 
the  tennis  court  promptly  at  4:30  p.m. 
You  get  no  brownie  points  here  for 
working  long  hours  or  churning  out 
impressive  reports.  Quite  the  contrary: 


If  you  appear  to  be  working  too  hard, 
Herbert  Allen  may  order  you  oft  to  a 
safari  in  Africa,  which  he  once  did  with 
Jack  Schneider  over  his  protests. 

What  these  people  have  in  common, 
besides  unconventional  personalities 
and  a  liking  for  risk,  is  a  relationship 
with  key  clients  that  goes  beyond  the 
usual  investment  banking  relationship 
and  makes  them  key  advisers.  Nancy 
Peretsman,  for  example,  is  close  to 
Laurence  Tisch,  to  the  senior  partners 
of  Boston  Ventures  and  to  Gustave 
Hauser  of  Hauser  Communications. 

Jack  Schneider  counts  among  his 
best  clients,  besides  Wayne  Hui- 
zenga,  Nike's  Philip  Knight,  retired 
Wesray  partner  Ray  Chambers  and 
wmx's  Phillip  Rooney. 

Paul  Gould  deals  with  John  Ma- 
lone  of  Tele-Communications,  Inc.; 

All  those  mergers 
and  acquisitions 
people?  "They 
might  as  well  be 
hot  dog  vendors." 

Edgar  Bronfman  Jr.  of  Seagram;  and 
Brian  Roberts  of  Comcast. 

Still  laboring  in  relative  obscurity  in 
the  bowels  of  the  firm  is  Herbert  Allen 
III.  The  young  Herbert,  29,  walks 
and  talks  like  his  father,  right  down  to 
his  boisterously  uninhibited  laugh. 
Fresh  from  Yale  in  1989,  he  worked 
for  mutual  fund  house  T.  Rowe  Price 
and  London  investment  firm  Botts  & 
Co.,  before  joining  the  family  firm.  If 
he  acquits  himself  well,  there's  little 
doubt  he  can  succeed  his  father.  His 
father  owns  slightly  less  than  45%  of 
Allen  &  Co.,  and  his  family  owns  35% 
more.  The  14  managing  directors  and 
a  few  other  employees  own  the  rest. 

Is  Allen's  low  overhead,  principal- 
to-principal,  virtually  paperless  deal- 
making  the  wave  of  the  future? 

A  prominent  competitor  who  in- 
sists on  anonymity  disparages  some  of 
Allen's  more  sweeping  predictions. 
He  says:  "Look  at  their  market  share. 
It's  minuscule  in  every  category — 
from  ipos  to  underwriters  to  invest- 
ment banking.  Allen  charges  lower 
fees  because  it  can't  always  command 
the  highest  fees.  They  charge  what 
they  can  get.  Herbert  Allen  should  be 
less  of  a  hypocrite,  saying  that  he 


doesn't  care  about  doing  more  invest- 
ment banking  business.  They  even 
cultivate  an  image  that  they  don't  care 
about  their  image,  which  is  far  from 
the  truth.  When  they  were  represent- 
ing qvc  they  were  talking  to  the  press 
every  day." 

Yet  even  this  competitor  sees  shrink- 
age in  the  merger  and  acquisition  fees 
that  bring  in  billions  of  dollars  every 
year  to  The  Street.  Allen  &  Co.  got  just 
$2  million  for  its  role  in  the  giant 
Disney-Cap  Cities/ ABC  deal.  Warren 
Buffett,  an  Allen  client  on  the  deal, 
points  out  it  wasn't  typical  because, 
unlike  most  corporate  chieftains,  he 
and  Tom  Murphy  were  experienced 
dealmakers.  They  didn't  need  reams  of 
computer  printouts  and  platoons  of 
M.B.A.s.  All  they  wanted  was  a  fairness 
opinion  to  present  to  their  board. 
Herbert  Allen  had  been  helpful,  and  so 
his  firm  got  the  relatively  modest  fee. 
"I  asked  them  to  pay  me  what  they 
wanted  to,"  says  Allen.  In  putting  it 
that  way  to  the  penny-pinching  Buf- 
fett, he  must  have  known  he  wasn't  in 
for  a  king's  ransom. 

The  future  lies  somewhere  between 
Allen's  radical  view  and  the  present 
situation.  Many  corporate  executives, 
little  more  than  hired  hands,  don't 
have  the  confidence  or  the  power  to 
do  giant  deals  without  plenty  of  sup- 
port. On  the  other  hand,  sheer  eco- 
nomics are  certain  to  drive  down  fees 
and  eliminate  a  lot  of  financial 
busywork. 

Herbert  Allen  thinks  sell-side  ana- 
lysts— the  folks  who  peddle  invest- 
ment ideas  to  institutions  on  behalf  of 
investment  houses — are  a  useless 
breed.  "How  dare  they  push  stock 
they  do  not  own,"  he  says.  He  is 
contemptuous  of  investing  institu- 
tions that  sit  around  waiting  for  sell- 
side  analysts  to  bring  them  ideas.  "In- 
stead of  spending  time  with  analysts, 
the  institutions  should  spend  it  with 
the  companies,"  says  Allen.  "They 
should  bypass  Wall  Street."  In  a  bear 
market,  when  performance  is  harder 
to  come  by,  this  could  well  come 
to  pass. 

If  Allen  is  right,  all  you  M.B.A. 
candidates  out  there  might  want  to 
rethink  your  plans  of  looking  for  a  job 
on  The  Street.  And  all  you  corporate 
executives  can  stop  wining  and  dining 
with  investment  bankers — and  get 
out  there  and  do  your  own  deals.  H 
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How  you  address  your  customers 
will  have  a  dramatic  effe c t 
on  your  bottom  line. 


Starting  July  1st,  the  more  efficiently  you  prepare  your  mail, 
the  less  it  could  cost  you  to  mail  it. 

That's  the  day  Classification  Reform  goes  into  effect.  It  could 
help  your  company  mail  more.  Reach  more  of  its  target  audience. 
Sell  more.  And  boost  its  bottom  line. 

jrt^^—^l  To  find  out  how  your  company  can  Max  It— get  maximum 

4m  discounts  for  maximum  preparation— call  for  your  free 

For  the  new  value  in  guide .   It '  s  got  all  the  information  you  need  to  get 

bMsinessmaii  the  Max  out  of  Classification  Reform. 


UNITED  STATES 
POSTAL  SERVICE® 

Call  1  800  THE  USPS,  Ext.  2008,  for  your  free  Max  It  guide 
today.  And  get  ready  to  Max  It  starting  July  1 . 


Y  JOSHUA  LEV1NE 


Sex  and  attitude  sells  clothing,  but  can  it  sell  home 
appliances?  This  giant  Korean  company  hopes  so. 

You've  got  just 
two  seconds .  •  • 


Samsung's  traffic-stopping  new  ad  campaign 

Can  fashion  advertising  put  a  microwave  oven  maker  on  the  map? 


Many  Manhattan  pedestrians  mis- 
take the  three  tow  ering  billboards  on 
Sixth  Avenue  and  26th  Street  for  sexy 
fashion  ads.  Physically  flaw  less  models 
flaunt  burnished  body  parts,  in  the 
kind  of  black-and-white  photography 
that  has  become  a  fashion  advertising 
cliche. 

But  the  giant  billboards — one  of 
them  is  1 1  stories  high — do  not  flog 
clothes.  One  mode!  cradles  a  micro- 
wave oven  next  to  his  washboard  abs. 
Another  appears  to  be  seducing  a 
television  set. 

Does  sex  sell  TV  sets?  Probably  not, 
but  it  does  get  attention,  and  that's 


what  the  sponsor  wants.  The  client 
here  is  Samsung  Group,  Korea's 
mammoth  $83  billion  (sales)  indus- 
trial conglomerate,  w  hich  makes  and 
sells  just  about  everything  that  plugs 
into  a  wall  outlet. 

Last  year  the  group's  Samsung 
Electronics  subsidiary  sold  close  to 
$21  billion  of  electronics  around  the 
w  orld,  about  a  third  of  that  in  North 
America.  It  makes  more  computer 
monitors  than  anyone  else  in  the 
w  orld  and  is  the  number  two  maker  of 
microwave  ovens  and  veils,  behind 
Sharp  and  Panasonic,  respectively. 
But  because  many  of  its  products  are 


marketed  by  other  companies  under 
other  names,  Samsung  is  still  little 
known  here.  It  is  spending  big-time 
money  to  change  that:  about  $60 
million  this  year,  on  everything  from 
billboards,  bus  posters  and  postcards 
to  magazine  ads  and  TV  commercials 
announcing  its  existence  with  the  tag 
line  "Simply  Samsung." 

The  new  campaign — no  surprise — 
is  the  brainchild  of  a  veteran  of  the 
apparel  wars.  Peter  Arnell,  37,  a 
pudgy,  flamboyant  fashion  advertis- 
ing guru  previously  best  known  for  his 
striking  black-and- 
?  white  work  for  Donna 
Karan.  An  artiste,  Ar- 
£  nell  even  got  to  sign 
5  the  billboards  for  Don- 
1  na  Karan's  dkny  brand. 

How  he  got  the  ac- 
|  count  is  already  a  part 
z  of  Madison  Avenue 
lore.  Samsung  Chair- 
man Lee  Kun-hee's 
niece  Miki  was  work- 
ing for  the  company  in 
New  Jersey  and  ran 
around  with  the  high- 
powered  Manhattan 
fashion  set.  Miki  and 
Donna  Karan  co-own- 
er Tomio  Taki  intro- 
duced Arnell  to  the 
Koreans  and  helped 
convince  them  that 
what  Samsung  needed 
to  make  a  splash  was 
Arnell's  brand  of 
downtown  swagger. 

The    ads  certainly 
stop  traffic,  but  what 
exactly  do  they  mean? 
Ask  Arnell,  w  ho  has  an 
art  history  and  archi- 
tecture background,  and  you  get 
something  like  this:  "The  ads  express 
in  a  Bauhausian  way  the  link  between 
objects  and  the  body — like  Male- 
vich."  (Arnell  is  referring  to  Kasimir 
Malevich,    a    Russian  suprematist 
painter  .  .  .  w  e  think. ) 

Is  that  w  hat's  in  Samsung's  corpo- 
rate mind?  "I  steer  clear  of  trying  to 
define  the  ads,"  says  John  Garrison, 
senior  vice  president  for  sales  and 
marketing  at  Samsung  Electronics 
America.  "It's  about  simplicity, 
uniqueness,  wistfulness.  You  have 
only  got  two  seconds  to  make  an 
image."  -J.L.  wm 
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tee  reasons 


to  celebrate. 


$299 

a  month  / 

1  $0 

down 

48  months 

"Best  Premium  Midsize 
Car  in  Initial  Quality" 

J.T).  Tower  and  (Associates 


"A  Best  Buy" 

Consumers  Digest 


In  honor  of  J.T).  'Tower 
and  ^Associates  ranking 
Tighty  Tight'  as  the  Test 
'Premium  Midsize  Car 
in  Initial  Qiiality  and 
Consumers  Digest  giving  us 
tA  Test  Tuy"  rating  six 
years  in  a  row,  we're  now 
offering  an  award  worthy 
lease.  */  "Which  means,  it's 
never  been  easier  to  drive 
the  Tighty  Tight.  The 
automobile  that  ranked 
ahead  of  Toyota  Camry  and 
ISljssan  Maxima  in  initial 
quality.  •/  So  feel  free  to 
dance  on  the  table  or  throw 
confetti  as  long  as  you  like, 
however,  the  best  way  to 
celebrate  is  at  your  local 
Oldsmobile  retailer. 

cz>Eighty  Eight 

by  Oldsmobile. 


I  —  I.®  1996  QM  Corp.  All  rights  reserved-  Buckle  Up.  America' 

The  Oldsmobile  Eighty  Eight  was  the  highest  ranked  Premium  Midsize  Car  and  has  a  median  price  over  $20,000.  J.D.  Power  and  Associates  1996  Initial  Quality  Study."  Study  based  on 
a  total  31,591  consumer  responses  indicating  owner  reported  problems  during  the  first  90  days  of  ownership.  SmartLease:  $299  per  month  for  48  months.  $648.89  DUE  AT  LEASE  SIGNING 
(FIRST  MONTH'S  PAYMENT  OF  $298.39.  PLUS  $350  REFUNDABLE  SECURITY  DEPOSIT).  Taxes,  license,  title  fees,  and  insurance  extra.  GMAC  must  approve  lease  Example  based  on 
Eighty  Eight  model  with  optional  upgraded  radio  and  driver-side  power  seat:  $21,720  M.S.R.P.,  including  destination  charge.  Monthly  payments  total  $14,346.72.  Payments  may  be  higher  in 
AL,  CA,  CT,  FL,  HI.  NY,  Rl,  TX  and  VA.  Option  to  buy  at  lease  end  at  price  determined  at  lease  signing.  Mileage  charge  of  15  cents  oer  mile  over  48,000  miles.  Lessee  pays  for  excess  wear. 
You  must  take  retail  delivery  out  of  retailer  stock  by  10/2/96.  See  your  participating  retailer  for  qualification  details  and  other  lease  term  options. 
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Policy 
maker 

"We  weren't  positioned 
for  long-term  success," 
says  Jay  Fishman  about 
Travelers  Group's  proper- 
ty casualty  insurance.  "It 
was  be  consolidated  or  be 
a  consolidator."  So 
Fishman  helped  engineer 
the  recent  $4  billion 
acquisition  of  Aetna's 
property  casualty  business, 
catapulting  the  company 
to  fourth  place  in  the  mar- 
ket from  tenth  with  over 
$10  billion  in  premiums. 

Fishman,  43,  a  former 
Shearson  Lehman  mer- 
chant banker,  left  for 
client  Travelers — then 
called  Primerica — in  1989 
and  rose  quickly.  Now 
chief  administrative  officer 
and  number  two  at  the 
new  Hartford,  Conn.- 
based  Travelers/Aetna 
Property  Casualty  Corp., 
he's  on  the  spot  to  make 
the  acquisition  pay. 

In  short  order  he's 
financed  the  acquisition 
through  debt,  preferred 
stock  and  a  recent  $928 
million  initial  public 
offering.  Over  the  next 
two  years  he  plans  to  cut 


Jay  Fishman  of  Travelers/Aetna 
It  may  soon  be  raining  deals. 


$300  million  from  over- 
head, including  3,300 
staffers.  Growth?  From 
acquisitions  and  a  foray 
into  direct  selling  through 
100,000  Primerica 
Financial  Services  agents. 


Uphill  battle? 

Just  weeks  ago  money  manager  Mark  Dickstein  regis- 
tered to  sell  most  of  his  12%  stake  in  unprofitable  $1.9 
billion  (sales)  discounter  Hills  Stores.  Is  Hills'  largest 
investor  abandoning  a  sinking  ship?  Not  if  new  Chief 
Financial  Officer  C.  Scott  Litten  can  bail  quickly. 

"We're  still  a  bit  in  triage  mode,"  says  Litten,  47,  a 
retail  industry  veteran.  Canton,  Mass. -based  Hills, 
which  emerged  from  Chapter  1 1  three  years  ago,  is 
facing  increased  competition  from  Target  and  Kmart, 
while  still  reeling  from  last  year's  nasty  Dickstein-led 
proxy  battle.  That  spat  ushered  in  the  third  round  of 
management  in  as  many  years. 

Litten  will  spend  $50  million  on  infrastructure, 
mostly  for  inventory  and  distribution  controls  for  Hills' 
164  stores,  while  trying  to  finance  three  new  stores  per 
year.  Long  term?  "Our  intent,  down  the  road,  is  to 
acquire  to  enhance  profitability,"  he  says. 


C.  Scott  Litten,  Hills  Stores'  chief  financial  officer 
"We're  still  a  bit  in  triage  mode." 


WEUCOMfc-oNEl  iCAPEI 


Peter  Cu 
Staying 


rrie  of  Netscape 
a  step  ahead 


Communications 

OS  osoft  monster. 


Net  man 

Here's  someone  with  a  resume  to  watch:  Peter  Currie  has  been 
the  chief  financial  officer  of  two  of  the  most  touted  technology 
firms  of  the  past  decade — first  McCaw  Cellular,  now  Netscape. 

Currie,  39,  picked  up  the  technology  scent  as  an  investment 
banker  in  Morgan  Stanley's  media  group  before  jumping  to 
client  McCaw  in  1989.  Quickly  promoted  to  chief  financial 
officer,  he  eventually  oversaw  the  firm's  $17  billion  sale  to 
AT&T  in  1994. 

At  Mountain  View,  Calif.-based  $255  million  (estimated 
1996  sales)  Netscape  since  early  last  year,  Currie  is  now  helping 
drive  the  company's  effort  to  stay  ahead  of  behemoth 
Microsoft  (Forbes,  June  3).  Netscape  must  spit  out  new  ver- 
sions of  its  Internet  software  at  a  furious  pace. 

That  takes  money.  In  the  last  year  Currie  has  done  an  $18 
million  private  placement,  a  $149  million  initial  public  offering 
and  a  2-for-l  stock  split.  "It's  the  business  and  art  of  managing 
growth,"  he  says. 
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FREE  SOFTWARE 
AND  10  FREE  HOURS 


You  don't  buy  a  car  without  taking  it  for  a  test  spin. 
Why  should  you  buy  software  without  trying  it? 

Try  it,  you'll  like  it 


By  Nikhil  Hutheesing 

You  can't  skim  the  pages  of  a 
shrink-wrapped  box  of  diskettes.  You 
can't  browse.  Software  publishers 
need  the  computer  equivalent  of 
bookstores'  coffee  machines  and 
overstuffed  chairs. 

TestDrive,  a  tiny  Santa  Clara, 
Calif,  outfit  that  has  been  in  business 
for  3M  years,  may  have  an  answer. 
The  company  sells  a  kind  of  elec- 
tronic shrink  wrap  that  can  go 
around  software  distributed  on  the 
Internet.  You  download  a  program 
you  are  interested  in  from  the  pub- 
lisher's electronic  storefront,  which 
could  be  located  on  a  Web  site;  the 
TestDrive  wrapper  allows  you  to  use 
the  product  free  of  charge  for  a  set 
period  chosen  by  the  publisher. 

When  the  freebie  time's  up, 
you  can  click  on  a  button 
to  link  to  the  purchas- 
ing Web  site,  where 
you    complete  your 
credit  card  transaction 
and  lose  the  protective 
wrapping.  Not  inter- 
ested? TestDrive  will 
automatically  delete 
all  the  software  from 
your  hard  drive,  leav- 
ing no  digital  rubble 
to  get  in  your  way 
later  on.  TestDrive  has 
a  patent  pending  on 
this  technology.  "This 
could  be  a  whole  sep- 
arate licensing  busi- 
ness  for   us,"  says 
Edward  Lauing, 
TestDrive's  chief 
executive. 

Indeed,  the  new 
service  sure  beats  the 
other  main  method  of 
enticing  customers:  giv- 
ing away  demo  versions. 
In  these,  the  software  is 
crippled  so  that  the  cus- 
tomer gets  a  mere 
glimpse  of  what  it  can  do 
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Worse  still  is  giving  out  samples  with 
built-in  time  bombs  that  render 
them  unusable  after  a  predetermined 
time.  When  the  package  goes  poof,  a 
jumble  of  code  splatters  all  over  your 
hard  drive,  sometimes  in  places  you 
don't  see  and  thus  can't  clean  out. 

TestDrive's  revenues  last  year  were 
only  $1.6  million,  but  Lauing  sees  a 
wealth  of  opportunity.  Microsoft  has 
declared  that  by  1998  it  plans  to  sell 
20%  of  its  software  over  the  Net.  But 
this  year,  predicts  Cambridge,  Mass.- 
based  Forrester  Research,  Web- 
based  stores  will  sell  only  $70  mil- 
lion in  software. 

Microsoft's    enthusiasm  makes 
sense.  When  you  sell  software  in  the 
virtual  world,  shelf  space  no  longer 
matters.  Retailers  would  be  able  to 
carry  thousands  of  titles  instead 
of     hundreds.  Software 
developers  would  no  longer 
need  to  pay  for  the  box  that 
contains    the  diskettes. 
Buyers  would  suffer  less 
buyer's  remorse,  cutting 
down  on  returns. 

Lauing  wants  to  license 
the  TestDrive  technology 
to  on-line  services  such  as 


CompuServe,  existing  Web-based 
companies  such  as  CyberSource  and 
Online  Interactive  and  such  retail 
stores  as  Software  Etc.,  Babbages 
and  Egghead  Software,  which  have 
cyberspace  outlets.  He  plans  to 
charge  an  upfront  fee  to  help  Web- 
based  stores  get  their  preview  soft- 
ware up  and  running.  He  also  plans 
to  make  money  on  transactions, 
pocketing  about  7%  to  10%  of  sales. 

TestDrive's  main  backer  is  publish- 
er R.R.  Donnelley,  which  owns  about 
70%  of  the  stock.  James  Bidzos,  chief 
executive  of  RSA  Data  Security,  a  dig- 
ital encryption  company  due  to  be 
acquired  by  Security  Dynamics 
Technologies,  is  considering  invest- 
ing. Given  that  the  public  is  smitten 
by  Internet  stocks,  Lauing  could 
probably  raise  a  fair  amount  of  capi- 
tal in  a  public  offering. 

Since  TestDrive  patented  its  shrink- 
wrap  technology  in  1994,  it  has  used 
it  to  encrypt  and  distribute  software 
on  CD-ROMs  for  two  dozen  software 
developers,  including  Intuit,  Intel, 
Novell,  Hewlett-Packard  and  id 
Software.  While  the  company  is  now 
focused  on  moving  that  technology 
away  from  CD-ROMs  and  toward  the 
Internet,  it's  likely  that  die  CD-ROM 
business  will  remain  TestDrive's 
mainstay  for  a  while.  Reason:  It  takes 
too  long  to  download  a  large  CD- 
ROM  over  a  telephone  line.  Indeed,  a 
350-megabyte  Broderbund  game  CD 
would  tie  up  a  garden-variety 
modem  for  two  days. 

Lauing  insists  that  computer  users 
will  work  around  on-line  bottle- 
necks'. "People  talk  about  bandwidth 
as  if  it  is  insurmountable,"  opines 
Lauing.  "When  I  do  my  laundry,  I 

don't  sit  and  watch  it  go  around.  I 

go  do  something  else."  m 


Edward  Lauing,  TestDrive's  chief  executive 
Try  before  you  buy. 
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Does  a  search  of  the  World  Wide  Web  simply  bury  you 
in  data?  You  need  an  intelligent  agent. 

Spider's  helper 


By  Nikhil  Hutheesing 

If  you  want  to  fetch  data  from  the 
Internet's  World  Wide  Web,  a  spider 
will  do  the  job.  Only  too  well.  If  you 
are  going  to  Phoenix,  for  instance, 
and  want  to  find  out  about  restau- 
rants in  that  city,  you  might  type  in 
the  key  words  "restaurants"  and 
"Phoenix."  The  Web  spider  Lycos 
will  bring  you  42,386  documents, 
including  such  unwanted  references 
as  the  one  to  Phoenix  Oilfield  Supply, 
in  Grand  Prairie,  Alberta. 

Wouldn't  it  be  great  to  have  a  spi- 
der with  a  little  more  judgment?  A 
smarter  spider  would  make  restaurant 
information  a  priority.  This  is  the  job 
for  an  intelligent  agent — an  electron- 
ic Jeeves  that  knows  its  master  better 
than  he  knows  himself.  Unlike  a  spi- 
der, which  indexes  Web  sites,  an  intel- 
ligent agent  indexes  you.  With  an 
intelligent  agent,  you  could  maybe 
type  in  "things  to  do  in  Phoenix." 
Your  agent,  knowing  you  fancied 
nouvelle  French,  would  produce  a 
usefi.il  handful  of  names. 

This  type  of  smart  agent  began  to 
hit  the  Web  in  force  early  this  year, 
spurred  on,  no  doubt,  by  the  success 
(especially  on  Wall  Street)  of  such  spi- 
der predecessors  as  Yahoo!,  Lycos 
and  Infoseek.  The  agents  all  aim  to 
make  their  money  by  hosting  ads  on 
their  Web  pages,  as  the  spiders  have 
done.  Internet  advertising  is  still  a 
meager  revenue  source,  but  it  is  not 
inconceivable  that  in  a  few  years  the 
successful  agents  could  command 
steep  ad  rates  by  seeing  to  it  that  the 
ads  go  only  to  viewers  who  are  realis- 
tic prospects.  The  chap  seeking  nou- 
velle French  cuisine  in  Phoenix,  for 
example,  might  see  an  ad  for  a  new 
nouvelle  spot  nearby. 

Among  the  contenders  in  this  tech- 
nology are  Agents,  Inc.  (http://www 
firefly.com),  an  outgrowth  of  the 
Massachusetts  Institute  of  Tech- 
nology's Media  Lab;  WebWatcher 
( h  1 1  p  :  /  /  w  w  w .  c  s  .  c  m  u  .  e  d  u  / 


-webwatcher),  an  intelligent  agent 
created  at  Carnegie-Mellon 
University;  and  U-Media,  soon  to  be 
called  Wise  Wire  (http://www. 
empirical.com),  created  by 
Pittsburgh-based  Empirical  Media. 

WebWatcher  works  as  a  tour  guide, 
highlighting  Web  links  that  might 
interest  you  and  learning  your  tastes 
with  every  tour  you  take.  U-Media 
scours  newsfeeds  as  well  as  hundreds 
of  Web  sites,  sifting  out  what  each 
user  is  apt  to  like.  A  click  on  a 
thumbs-up  or  thumbs-down  button 
is  required  to  get  you  to  the  next  arti- 
cle, and  each  response  gives  the  agent 
a  clearer  picture  of  what  you  like. 

True  intelligence,  however,  does 
more  than  sift  out  the  junk — it  also 
finds  gold.  "The  problem  with  agents 
that  simply  learn  and  narrow  down 
the  information  they  give  you  is  that 
there  isn't  any  element  of  serendipity. 
It's  hard  to  find  out  about  new  top- 
ics," says  Patricia  Maes,  one  of  the 
founders  of  Cambridge,  Mass. -based 
Agents.  Maes  and  her  colleagues  have 
tried  to  resolve  that  problem  by  hav- 
ing your  agent  talk  to  other  people's 
agents. 

Agents  calls  its  creation  Firefly  (a 
bright  bug — get  it?).  Agents  now 
claims  that  more  than  150,000  of  the 
critters  hobnob  with  one  another 
even  when  their  masters  are  off-line, 
looking  particularly  for  counterparts 
with  similar  agendas.  If  you  are  a  fan 
of  classical  music,  for  instance,  your 
Firefly  agent  would  talk  to  Firefly 
agents  whose  bosses  have  the  same 
taste.  It  might,  in  the  process,  dis- 
cover that  a  goodly  number  of  those 
people  also  like  New  Age  music. 
Firefly  would  then  ask  you  if  you 
want  to  try  it. 

It  took  the  scientists  at  Agents  five 
years  to  develop  their  system.  The 
Firefly  agent  sends  out  a  query  to 
other  agents  pursuing  the  same  inter- 
ests and  takes  in  their  responses,  then 


Patricia  Maes,  a  cofounder  of  Agents,  ir 
Software  with  serendipity. 


weighs  each  response  according  to 
how  reliable  that  particular  agent's 
answers  have  been  in  the  past.  If  there 
are  enough  points  in  favor  of  the  idea, 
your  agent  will  suggest  that  you  learn 
more  about  New  Age  music.  If  you 
disapprove  of  the  decision,  your 
agent  will  mark  down  future  sugges- 
tions coming  from  the  agents  that 
like  New  Age  music. 

A  lot  of  people  are  betting  on  intel- 
ligent agents.  Merrill  Lynch,  Dun  & 
Bradstreet,  Softbank  Corp.  and  Atlas 
Ventures  have  put  nearly  $8  million 
into  Maes'  firm.  Safeguard  Scientifics, 
a  publicly  traded  venture  capital  firm, 
has  put  at  least  $1  million  into 
Empirical  Media's  U-Media. 
Carnegie-Mellon  developed  Web- 
Watcher  with  the  help  of  a  $1  million 
federal  grant. 

It's  hard  to  know  now  whether  a 
real  business  will  emerge  from  all  this 
research — or  just  another  case  of 
Internet  letdown.  But  here's  one 
thing  in  favor  of  smart  agents:  Linlike 
other  Internet  products  and  services, 
which  can  quickly  lose  their  allure 
when  users  discover  how  long  it  takes 
to  download  a  page,  the  smart  agents 
may  alleviate  on-line  gridlock,  simply 
by  malting  customers  much  more 
discriminating.  Hi 
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The  year's  best 
multimedia 


BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is 
a  strategist  with 
Americom  Corp.  in 
San  Francisco. 
garber@well.com 


If  you  are  in  the  mood  to  use  your  PC  for 
something  other  than  constructive  work, 
then,  compliments  of  NewMedia  magazine's 
annual  Envision  Awards,  I  have  some  time- 
wasting  suggestions.  This  year  we  judges  had 
to  look  at  more  than  400  multimedia  pro- 
grams. Most  of  them  were  good,  some  of 
them  were  spectacular  and  hardly  any  of  them 
will  make  you  more  productive. 

First,  fun  and  games.  There  were  two 
standouts  this  year.  The  most  intriguing  is 
Bad  Mojo,  a  do-it-yourself  Kafka  yarn  that 
asks  the  question:  What  do  you  do  if  you 
wake  up  one  morning  and  find  yourself 
turned  into  a  cockroach?  The  game's  chal- 
lenge is  finding  out  the  reasons  behind  your 
wretched  fate — and,  of  course,  returning  to 
normalcy.  The  graphics  for  Bad  Mojo  are 
superb,  its  story  is  riveting  and  it  is  just  dis- 
gusting enough  to  appeal  to  kids. 

Far  less  cerebral  is  something  called  Arcade 
America.  Full  of  low  humor  and  outrageous 
action,  the  game  is  about  as  silly  as  they  get — 
and  as  fast.  Guaranteed  to  lower  productivity. 

Those  looking  for  something  more  seri- 
ous might  want  to  check  out  Critical  Mass 
from  Bill  Gates'  other,  lesser-known  compa- 
ny, Corbis.  Critical  Mass  tells  the  story 
behind  the  building  of  the  atomic  bomb. 
The  informative  result  is  simply  the  most 
cleverly  designed  multimedia  product  I  have 
ever  seen. 

''Beyond  the  Wall"  packs  a 
powerful  emotional  wallop. 


On  a  similar  note,  Beyond  the  Wall  com- 
memorates those  who  fought  and  died  in 
Vietnam.  The  CD-ROM  takes  Washington's 
Vietnam  memorial  as  its  metaphor,  allow- 
ing users  to  tour  the  wall  while  examining 
photos,  letters  and  sometimes  sound 
recordings  left  behind  by  the  fallen.  Beyond 
the  Wall  packs  a  powerful  emotional  wal- 
lop. No  surprise,  it  wound  up  being  chosen 
as  best  in  show. 

Being  a  glutton  for  punishment,  during 
this  year's  judging  I  spent  extra  time  looking 
at  CD-ROMs  intended  for  use  in  corporate 
training.  It  is  difficult  to  think  of  a  more 
tedious  topic,  but  it  was  my  hope  that  the 


software  industry  would  take  advantage  of 
multimedia  to  make  employee  education 
more  exciting  than  it  usually  is. 

My  hopes  were  for  the  most  part  dashed, 
but  at  least  the  CD-ROMs  fielded  by 
Micromentor,  Inc.  were  thought-provoking. 
Micromentor  has  concocted  a  clever  frame- 
work for  teaching.  The  company's  packages 
let  you  play  the  part  of  a  new  manager  in  a 
troubled  organization. 

Your  mission  is  to  motivate  recalcitrant 
employees,  make  operational  decisions  and 
pacify  dismally  unhappy  customers.  From 
time  to  time,  the  boss  drops  in  to  give 
you  hell  or,  just  like  the  real  world,  veto 
your  best  ideas.  Micromentor's  animations 
may  be  a  little  clunky,  but  the  problems  its 
software  presents  are  realistic  and  tough 
to  solve. 

I  and  another  judge  (the  chief  executive  of 
one  of  Silicon  Valley's  better-known  ventures) 
tried  our  hand  at  turning  around  a  badly 
managed  bistro.  Our  electronic  boss  canned 
us  both.  It  was  just  what  it  was  supposed  to 
be:  a  real  learning  experience. 

Update  International  offers  the  intriguing 
mip  Interactive  Diagnosis.  Not  for  everyone, 
the  software  is  intended  for  companies  that 
own  big  rotating  machinery — turbines, 
compressors,  that  sort  of  thing.  It  teaches 
you  how  to  find  and  troubleshoot  pesky 
conditions  that  cause  the  equipment  to 
vibrate.  Because  even  a  tiny  vibration  in  a 
machine  that's  turning  thousands  of  revolu- 
tions per  minute  is  a  disaster  in  the  making, 
Update  International's  product  serves  a  very 
real  need.  Besides,  it  was  kind  of  fun  to  put 
my  software  stethoscope  on  a  virtual  tur- 
bine, then  whack  it  with  an  electronic 
sledgehammer. 

Several  multimedia  World  Wide  Web  sites 
were  on  display  at  this  year's  judging.  I  found 
their  content  interesting,  their  presentation 
attractive  and  their  glacial  speeds  as  pleasant 
as  a  passport  office  in  summer.  Internet  stocks 
may  be  hot,  but  Internet  products  are  not. 
Given  what  I've  seen  of  them,  I  think  it's 
going  to  be  a  long  time  before  the  Web  gives 
multimedia  much  competition. 

My  advice:  Given  the  choice  between 
buying  a  faster  modem  or  a  faster  CD-ROM 
drive,  get  the  drive.  After  all,  if  you  are 
going  to  waste  time,  at  least  you  might  as 
well  enjoy  yourself.  H 


so 
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Former  systems  and  technology  businesses  of  AT&T. 

Experts  in  making  the  things  that  make  communications  work 

forming  new  company  after  125  years. 

Bell  Labs  coming  with  us. 

Can  start  right  away.  Call  Lucent  Technologies. 


Lucent  Technologies 
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A  hidden  gem 


BY  MICHAEL 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios,  a 
New  York  asset 
management  firm 
specializing  in 
technology  stocks. 


Since  last  fall,  several  drug  companies  have 
announced  progress  in  developing  a  new  class 
of  AIDS  treatments,  the  protease  inhibitors. 
For  about  five  years  these  drugs  have  been 
under  development  simultaneously  by  Merck, 
Abbott,  Hoffmann-LaRoche  and  Agouron 
Pharmaceutical. 

How  could  all  these  pharmaceutical  compa- 
nies have  moved  so  fast?  And  how  does  it 
happen  that  all  of  these  competing  drug  com- 
panies are  virtually  neck  and  neck  at  the  fin- 
ish? In  a  drug  horserace,  you  would  expect 
the  contestants  to  start  clumped  and  then 
spread  out. 

The  explanation  is  that  all  these  drug  com- 
panies are  using  the  same  new  technology: 
combinatorial  drug  design.  The  idea  is  to  cre- 
ate hundreds  or  even  thousands  of  different 
organic  drug  molecules,  each  being  a  unique 
combination  of  a  few  basic  subunits.  Then 
you  screen  for  an  ability  to  bind  to  a  specific 
target,  such  as  the  protease  enzyme  that  the 
aids  virus  uses  to  replicate  itself. 

To  accomplish  this  you  need  two  things: 
robots  that  can  do  rapid-fire  chemical  synthe- 
sis and  software  to  help  design  the  test  drugs 
and  direct  the  research  operation.  The  soft- 
ware end,  as  it  happens,  offers  an  intriguing 
play  for  investors  in  the  form  of  mdl 
Information  Systems. 

mdl,  a  San  Leandro,  Calif,  firm  founded  in 
1978,  has  been  public  since  July  1993.  That's 
when  administrators  overseeing  the  liquida- 
tion of  the  bankrupt  Robert  Maxwell  empire 
found  this  little  gem  tucked  inside  the 
Macmillan  publishing  house  and  offered  its 
shares  on  Wall  Street. 

The  stock  sale,  through  Morgan  Stanley, 
raised  $90  million  for  Maxwell's  creditors. 
With  hindsight,  it  was  a  bargain  at  the  offer- 
ing price  of  11;  the  shares  have  since  climbed 
to  29.  In  the  year  that  ended  Mar.  31,  mdl 
netted  (before  a  nonrecurring  tax  benefit) 
$9.8  million,  or  $1.07  a  share,  on  sales  of 
$62  million. 

mdl's  software  and  databases  of  chemicals 
are  familiar  products  to  chemists — but  to 
almost  no  one  else.  The  company's  software 
is  the  accepted  standard.  Its  one  significant 
competitor  is  Tripos,  a  private  company  based 
in  St.  Louis. 

Chemical  databases  differ  from  the  familiar 
text  and  numerical  databases  you  might  use 
to  manage  your  mailing  list  or  customer 


records.  Computer  records  on  chemicals  are 
graphical.  They  contain  pictures  of  molecular 
structures  in  two  and  three  dimensions.  They 
also  contain  vastly  detailed  numerical  and 
descriptive  information  (a  molecule's  bond 
angles,  melting  point,  boiling  point,  solubili- 
ty, polarity,  stability,  molecular  weight, 
sources  and  prices).  But  the  graphically  repre- 

Liquidators  of  the  Maxwell 
empire  found  this  little  gem 
tucked  inside  the  Macmillan 
publishing  house. 

sented  shapes  of  the  molecules  in  the  database 
are  the  key  to  this  business. 

What  MDL  has  accomplished  is  no  small 
feat.  There  are  plenty  of  searchable  databases 
out  there  (your  bank  records,  for  example), 
and  there  are  some  graphical  databases  (say,  a 
library  of  maps).  But  searchable  graphical  files 
are  not  common. 

Using  the  known  structure  of  molecules  in 
its  own  database,  and  of  target  molecules 
associated  with  a  disease  (like  the  aids  pro- 
tease molecule),  a  pharmaceutical  company 
chemist  can  design  a  drug  on  a  desktop  com- 
puter. She  can  experiment  with  changes,  com- 
binations and  biological  activity — and  search 
for  similar  shapes  in  nature  or  in  the  compa- 
ny's own  library  of  already  synthesized  drugs. 
Searching  for  shapes  is  what  drug  discovery  is 
all  about. 

mdl  sells  both  chemical  data  and  the 
database  structure  that  a  customer  can  use 
to  create  its  own  database.  It  builds  its  vast 
data  libraries  with  the  help  of  contractors 
overseas.  It  has  typists  in  the  Philippines 
key  in  text.  It  has  chemists  in  Russia  draw 
molecular  structures.  The  databases  are 
pulled  together  from  these  remote  contrac- 
tors over  the  Internet  and  quickly  assem- 
bled for  distribution  to  the  company's  800 
customers.  Those  customers  include  all  the 
world's  top  pharmaceutical  and  chemical 
companies. 

It  would  not  be  surprising  if  mdl  soon  pur- 
chased one  of  the  new,  small  DNA  information 
system  companies  to  fill  out  its  strength  in 
combinatorial  chemistry.  "We  are  in  a  busi- 
ness that  generates  cash,"  remarks  Steven 
Goldby,  the  firm's  5 5 -year-old  chairman.  A 
nice  business  to  be  in.  I  think  his  company  is 
a  buy  on  dips  below  28. 


1 


Forbes  ■  July  1,  1996 


e  are  one  ot  tne  tirst  woriawiae  operating  groups  in 
;rlin,  having  been  here  since  1 995.  In  the  year  2000,  we 
tpect  to  gross  6  billion  ECU  (7  billion  flM^H 
S  $);  not  alone  anymore,  but  certainly       BjP  J 

:areVagner,  President  and  CEO  ofAdtranz,  wBmE:  M 
e  world's  most  complete  provider  of  railway      ^J^J"  ^  ^ 

;rlin  is  not  only  developing  into  a  centre  of  production 
r  innovative  transportation  technology,  but  is  also 
odernising  its  own  transportation  system.  Germany's 
ilway  giant  Deutsche  Bahn  AG,  for  example,  will  invest 
ound  13  billion  US  $  in  the  railway  infrastructure  of  the 
;rlin-Brandenburg  region,  and  in  the  construction  of 
iw  national  and  regional  train  stations  by  the  year  2000. 
further  transportation  breakthrough  will  be  the  con- ' 
ruction  of  a  high-speed  magnetic  levitation  train, 
inning  between  Berlin  and  Hamburg.  Additionally,  you 
n  also  expect  green  lights  on  the  streets,  as  an  inte- 
ated  traffic  control  system,  using  computer  and 
tellite  technologies  will  soon  coordinate  2000  busses 
id  traffic  signals.  For  Berlin.  For  you.  For  the  future. 

'e  will  be  pleased  to  offer  you  further  information  about 
'.rlin  as  a  business  location.  Simply  contact:  Berlin  Economic 
tvelopment  Corporation,  Tel.:  +  49(30)  399-800, 
x:+ 49(30)  399-80239 


MOVIN 


The  best  is  yet  to  come: 


st  is  yet  to  cc 

You. 


TARZYNA  WANDYCZ 


Can't  get  rid  of  dandruff?  The  culprit  may  be 
a  parasite  best  treated  by  a  prescription  drug. 

Are  you  flaky: 


i 


By  Ann  Marsh 

So  you've  been  using  Head  & 
Shoulders  or  Selsun  Blue  but  still 
have  dandruff.  Join  the  club.  If 
you're  like  most  people,  you  proba- 
bly didn't  know  that  you  have  better 
options  for  controlling  it. 

But  first  a  word  about  why  you're 
flaky.  Most  dermatologists  believe  the 
culprit  is  Pityrosporum  ovale,  a  yeast 
present  wherever  there  is  hair  on  the 
body,  including  the  eyebrows  and 
sideburns.  Only  the  most  sterile  oper- 
ating rooms  can  banish  this  fungus 
from  the  body's  surface. 

Pityrosporum  ovale  stimulates  oil 
glands  into  overproduction.  The  oil, 
in  turn,  sends  skin  cell  production 
into  overdrive.  The  cells  slough  off  in 
clumps  that  show  up  nicely  against 
dark  suits  at  inopportune  times. 

You  can  already  buy  low- 
intensity  antifungal  reme- 
dies over-the-counter.  The 
active  ingredient  in  Selsun 
Blue,  for  example,  is  seleni- 
um sulfide.  You  can  use 
sulfur  to  temporarily  kill  off 
the  fungus  in  your  follicles 
in  the  same  way  farmers  use 
sulfur  to  kill  fungi  in  apple 
groves.  But  for  people 
whose  dandruff  survives 
regular  sulfur  rinses,  the 
answer  is  often  a  prescrip- 
tion-only medicine  called 
ketoconazole. 

A  synthetic  and  potent 
antifungal  medication, 
ketoconazole  is  the  active 
ingredient  in  the  prescrip-  r  - 
tion  shampoo  Nizoral,  pro- 
duced by  Janssen  Pharma- 
ceutica,  a  subsidiary  of  |WIMPf^- 
Johnson  &  Johnson.  Four 
ounces  of  2%  Nizoral, 
enough  to  last  a  month, 
costs  $23.  If  the  Food  & 
Drug  Administration  grants 
J&j's  bid  to  make  the  drug 
available  in  1%  strength 
over-the-counter,  you  may 


get  a  price  break. 

In  severe  cases,  dermatologists  may 
prescribe  ketoconazole  to  be  taken 
orally.  But  beware  of  side  effects  like 
liver  damage.  Patients  should  also  be 
wary  of  ketoconazole's  interactions 
with  a  host  of  other  drugs,  such  as 
antihistamines.  Together  with  Sel- 
dane,  for  example,  ketoconazole 
taken  orally  can  trigger  dangerously 
irregular  heartbeats. 

Now  that  you  know  you  have  a 
yeast  parasite  living  in  your  scalp, 
keep  a  couple  of  things  in  mind:  Any 
stimulus  likely  to  affect  your  immune 
system  may  affect  your  dandruff.  The 
compromised  immune  systems  of 
aids  patients,  for  example,  can  open 
the  door  to  severe  flaking.  Even  stress 
can  send  the  yeast  into  action. 


One  intriguing  clue  to  the  effect  of 
stress  on  dandruff  may  be  the  unex- 
plained connection  between  dandruff 
and  neurological  disorders,  says  Dr. 
Richard  Berger,  clinical  professor  of 
medicine  at  the  Robert  Wood  John- 
son Medical  School  in  New  Jersey. 
"The  skin  and  the  nervous  system 
develop  from  the  same  embryologic 
source.  Most  of  the  people  who  have 
neurological  disorders  have  worse 
dandruff,"  he  says.  People  with 
Parkinson's  disease  are  especially 
affected. 

Anyone  can  make  the  problem 
worse  by  scratching.  "Hair  and  scalp 
is  an  obsession  for  some  people.  The 
emotional  side  of  it  takes  over,"  says 
Dr.  Jerome  L.  Shupack,  professor  of 
clinical  dermatology  at  New  York 
University's  School  of  Medicine.  The 
advice  here  is  short:  Don't. 

Shupack  estimates  85%  of  the 
patients  he  sees  have  a  mild  form  of 
classic  seborrheic  dermatitis,  making 
them  candidates  to  use  Nizoral. 
Another  10%  don't  wash  frequently 
enough;  3%  have  psoriasis,  a  skin  dis- 
ease characterized  by  red  patches  and 
heavy  white  scales;  and  1%  have 
eczema,  an  inflammation  of 
the  skin  that  can  include 
lesions.  The  remaining  1% 
suffer  from  a  variety  of  rare 
conditions  such  as  ring- 
worm. Ringworm  is  a 
fungal  infection  kids  some- 
times get  from  pets. 

Before  you  troop  off  to 
the  doctor  for  a  costly  tube 
of  Nizoral,  here's  a  final 
piece  of  advice:  Try  using 
your  dandruff  shampoo 
twice.  "A  lot  of  people 
don't  use  any  of  them  cor- 
rectly," Berger  says.  Most 
shampoos  require  two 
applications.  The  first  must 
stay  on  the  scalp  for  one  to 
two  minutes.  After  rinsing 
leave  the  second  application 
on  for  three  to  five  minutes. 
The  medicine  needs  time  to 
work. 

Everyone  with  dandruff 
can  take  heart  as  summer 
approaches.  You  won't  be 
exacerbating  your  condition 
by  wearing  a  winter  wool 
cap  or  showcasing  it  with 
dark  clothing.  hi 
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rs"now"nnw? 


n  many  companies,  "now"  is  a  relative  term. 

When  you  need  information  "now,"  someone  has  to  pull  it  together.  Organize  it.  And  put  it 
into  a  report. 

By  then,  it's  not  the  information  you  need  now.  It's  the  information  you  needed  then. 
Of  course,  you'd  rather  have  information  immediately.  Get  it  easily.  And  see  exactly  what's 
happening  in  your  company.  Now. 

And  you  could,  with  SAP  business  process  software. 

SAP  software  lets  your  organization  work  the  way  you've  always  wanted  it  to  work.  Its 
interconnected  applications  automate  basic  business  processes  from  financials  to  materials 
management  to  sales,  and  more. 

Information  is  entered  only  once,  then  dispersed  to  everyone  who  needs  it,  across  systems, 
departments,  and  borders.  With  automatic  conversion  into  up  to  twenty  languages  and 
any  national  currency. 

So  people  can  act  more  efficiently.  Synchronize  operations.  And  improve  customer  service. 
More  than  6,000  organizations  of  all  types  and  sizes  are  already  using  SAP  software.  And 
nearly  80%  of  all  installations  are  completed  in  less  than  a  year. 

Once  you  join  them,  you'll  begin  to  notice  some  real  changes  in  your  company. 
Now,  for  instance,  will  actually  mean  now. 


To  find  out  how  SAP  software  can  help  your  company  work  the  way 
you've  always  wanted  it  to  work,  cat)  1-800-283-1SAP. 

Or  visit  us  at  http://www.sap.com. 


mr 


Business  Process 
Software 


in  W 


It's  been  an  expansive  century. 

ALLTELs  roots  in  local  telephone  service  started  back  in  the  early  1900s.  Today, 
ALLTEL  is  a  member  of  the  S&P  500  and  a  Fortune  500  leader,  noted  for  its  diversified  busi- 
ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services, 
ALLTEL  now  does  business  throughout  the  United  States  and  the  w  orld. 

By  intelligently  expanding  our  business  base,  we're  well-balanced  to  meet  the  needs  of 
the  next  century.  ^^^HHEt 


For  more  information  on  ALLTEL,  call  (501)  661-8999., 


RHI  rUKDto/ BAKttA  WALL  olnttl  REVIEW 


The  overall  market 


In  the  late  1970s  trading  volume  of 
40  million  shares  was  considered  a 
busy  day  on  the  New  York  Stock 
Exchange.  Through  May  1996  the 
average  daily  volume  on  the  NYSE  hit 
422  million  shares.  Nicholas  Income 
Fund  (which  Forbes  rates  F  in  up 
markets  and  A+  in  down)  manager 
Albert  Nicholas  calls  the  current 
market  "scary."  He  expects  a  correc- 
tion in  the  near  future  and  is  buying 
more  bonds  than  stocks  for  his  fund. 

When  he  does  buy  equities, 
Nicholas  is  most  partial  to  those 
paying  above-average  dividends.  He 
cites  health  care  real  estate  investment 
trusts  such  as  National  Health 
Investors  and  Meditrust.  Both  yield 
over  8%  and  sell  for  1 1  times  trailing 
profits.  For  his  growth  fund,  Nicholas 
Fund,  Albert  Nicholas  likes  Federal 
National  Mortgage,  Mercury  Gener- 
al and  GM  Hughes  Electronics. 


Special  focus 


Of  the  1,690  equity  mutual  funds  in  the 
Forbes  database,  less  than  one -fourth  of 
them  existed  before  the  bull  market  start- 
ed in  1982.  By  contrast,  the  six  closed- 
end  funds  below  were  all  established  in 
the  1920s — before  the  Great  Depression. 
Note  that  Forbes  rates  all  of  these  funds 
no  worse  than  average  in  down  markets. 


Funds  with  experience 


Forbes  rating 

UP  DOWN 

-markets- 

Fund 

Annualized 
return' 

D  A 

Adams  Express 

14.3 

A  C 

Central  Securities 

16.5 

C  C 

General  Am  Invest 

15.2 

F  A 

Petroleum  &  Res' 

10.4 

D  C 

Salomon  Brothers 

14.0 

D  B 

Tri-Continental 

14.1 

3600 
3200 
2800 
2400 


The  Barra  All-US  price  index  as  of  6/7/96 

Market  value:  $7,826.7  billion 
P/E:  23.4 

P/E  minus  negative  EPS:  17.8 
Price/book:  5.2 
Yield:  1.9% 


12-month  closeup 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 

 2-week  change  

1  year  ago 

5-year  high 

Barra  All-US  index 

-1.0% 

27.2  % 

-1.1% 

S&P/Barra  Growth  index 1 

0.2 

J 

32.9 

-0.4 

S&P/Barra  Value  index2 

-1.5 

28.2 

-1.9 

Dow  Jones  industrials 

-1.1 

28.8 

-1.4 

S&P  500 

-0.8 

■ 

27.5 

-0.8 

NYSE 

-0.9 

■ 

27.0 

-0.9 

Nasdaq 

-1.4 

39.1 

-1.6 

PSE  Tech  100  ' 

-2.5 

29.7 

-4.6 

EAFE4 

-0.5 

8.3 

-3.7 

CRB  futures  index56 

-2.5 

7.3 

-4.2 

Gold  (Comex  spot) 

-0.2 

1 

0.3 

-6.1 

Yen'(per$0S) 

1.3 

29.3 

-11.9 

Oil 6  (W  Texas  Intermediate) 

-6.2  | 

8.3 

-17.8 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1996 
EPS' 

Worst 

Price 

2-week 
change 

1996 
EPS' 

Blonder  Tongue  Laboratories 

19 

62% 

$0.74 

Presstek 

95 

-46% 

$0.50 

Midcom  Communications 

14  Vs 

53 

NA 

Micro  Warehouse 

24  3/8 

-41 

1.63 

Univar 

19 

52 

0.73 

Baby  Superstore 

22  y2 

-36 

0.70 

Addington  Resources 

213/4 

47 

1.62 

Insituform  Technologies 

83/4 

-33 

0.67 

Exogen 

12  i/4 

40 

-0.94 

Carrington  Laboratories 

3iy4 

-30 

-0.65 

The  best  and  worst  performing  industry  factors8 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Leisure,  luxury 

5.3% 

27.0% 

Forest  products 

-7.7% 

9.2% 

Water  transport 

3.2 

18.4 

Precious  metals 

-6.7 

13.7 

Pharmaceuticals 

2.2 

9.0 

Consumer  durables 

-6.3 

8.3 

Thrifts 

2.1 

3.4 

Oilfield  services 

-5.1 

28.0 

Air  transport 

2.0 

10.8 

Iron  &  steel 

-4.4 

-7.1 

Since  12/31/79. 2 Sector  fund  invested  primarily  in 
energy.  Sources:  Upper  Analytical  Services:  Forbes. 

Note:  Data  for  period  ending  6/7/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings  growth. : 
Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earmngs  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S.  technology 
stocks.  Base  value  =  50  (adjusted),  12/31/82. 4  A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley 
Capital  International. 5  Index  of  21  commodity  futures. 'Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express. 8  Shows  return  after  controlling  for  other  influences,  including  company  size, 
value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  Principal  source:  Barra,  Inc.,  Berkeley.  Calif. 
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sury 

yi9i!i9urve 

7.0% 


6.5 


6.0 


5.5 


Recent 


5.0 


3  months 


Maturity  (years) 


30-year  rate  minus  1-year  rate 


500 


400 


300 
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Basis  points 


Yield  versus  inflation 


12% 

9  Aki^A 

Yie,d2 

I                                  gjp  — ^S_r 

0 

'87  '88 

i 

'89  '90 

Inflation3 

i  i 
"91        '92  '93 

i 

'94  '95 

i 
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Spread  over  Treasurys 

Total  returns 

Security4 

Basis  points1 

Security4 

1  year 

3  years8 

AA  corporates 

33 

AAA  corporates 

4.6% 

6.3% 

AAA  industrials 

14 

Ginnie  Maes 

5.1 

6.0 

Ginnie  Maes 

86 

Junk  corporates5 

10.5 

9.5 

junk  corporates 

385 

Municipals' 

4.6 

5.4 

Municipals67 

-85 

Treasury  bonds 

4.0 

5.2 

BY  ERIC  S.  HARDY 


While  stock  prices  moved  higher  this 
year,  total  returns  for  Treasury,  cor- 
porate and  municipal  bonds  are  neg- 
ative. Investors  who  haven't  reviewed 
their  asset  allocation  among  stocks, 
cash  and  bonds  in  the  last  few 
months  may  find  that  bonds  are  now 
underrepresented  in  their  portfolio. 

Ignore  the  bond  market  at  your 
own  peril.  "People  forget  that  stocks 
are  a  lot  riskier  than  cash  or  bonds," 
says  Eaton  Vance  National  Municipal 
fund  manager  Thomas  Metzold.  He 
expects  to  see  municipal  bonds 
rebound  around  the  end  of  June, 
when  investors  receive  semiannual 
interest  payments  and  will  want  to 
reinvest  much  of  the  money  in  more 
tax-exempts.  In  addition,  a  lot  of 
bonds  will  be  redeemed  in  June  and 
July.  "Tax-free  bonds  are  in  short 
supply  because  of  municipalities' 
unwillingness  to  take  on  more  debt," 
says  Metzold. 

If  you  want  maximum  tax-free 
returns,  consider  nonrated  or  poorly 
rated  municipals.  Debt  issued  by 
many  hospitals,  nursing  homes  and 
local  school  districts  offers  at  least 
100  basis  points  (1%)  in  yield  above 
higher-quality  municipals  of  the  same 
maturity.  But  remember:  Often  these 
bonds  are  illiquid  or  are  not  offered 
to  individual  investors.  The  best  way 
to  participate  is  with  mutual  funds 
such  as  Eaton  Vance  High  Yield 
Municipals  fund  (which  also  has  some 
higher- quality  bonds  in  its  portfolio). 
This  fund  is  risky,  but  its  yield  is  70 
basis  points  above  Eaton  Vance's 
National  Municipals  fund,  which 
invests  primarily  in  high-quality 
municipals. 

Convertibles  have  performed  much 
better  than  straight  bonds  this  year, 
but  not  nearly  so  well  as  some  stock 
indexes.  When  stocks  go  down  (if 
they  ever  do),  convertibles  will  fare 
better  than  straight  equities.  Salomon 
Brothers'  Anand  Iyer  sees  opportuni- 
ties in  convertibles.  One  of  Iyer's 
picks  is  the  Magna  International  5s  of 
2002  (callable  October  1997),  which 
is  currently  convertible  into  $921 
worth  of  stock  and  has  a  4.7%  current 
yield  and  a  4.1%  yield  to  maturity. 


Note:  Most  information  provided  by  Barra,  Inc.,  Berkeley,  Calif.  Data  through  5/31/96.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point. 2 Yield  on  10-year  Treasurys. 
The  trailing  12-month  increase  in  the  overall  Consumer  Price  Index.  "Composite  maturities.  5Source:  CS  First  Boston.  6Spread  of  long  maturity  municipal  bonds  compared  with 
30-year  U.S.  Treasury  bonds.  'Source:  Lehman  Brothers.  "Annualized. 
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POINT 


Special  Edition 

A  timely  message  to  Commerzbank's 
international  clients  and  shareholders 


Commerzbank 
setting 

new  standards 
in  banking 
and  finance 


In  this  special  edition  of  Viewpoint,  inspired  by 
the  successful  completion  of  Commerzbank's 
125th  year  of  operations,  we  depart  from  our 
usual  reports  on  the  German  and  European 
economy  to  take  a  look  at  our  achievements 
in  1995  and  to  focus  on  some  key  aspects  of 
our  plans  for  the  future. 
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International  presence: 

Almaty,  Amsterdam,  Antwerp, 
Atlanta,  Bangkok,  Barcelona, 
Beijing,  Bombay,  Bratislava, 
Brussels,  Budapest,  Buenos 
Aires,  Cairo,  Caracas,  Chicago, 
Copenhagen.  Dublin,  Geneva, 
Gibraltar,  Grand  Cayman, 
Hong  Kong,  Istanbul,  Jakarta, 
Johannesburg,  Kiev,  London, 
Los  Angeles,  Luxembourg, 
Madrid,  Manama,  Mexico 
City,  Milan,  Minsk,  Moscow, 
New  York,  Novosibirsk,  Osaka, 
Paris,  Prague,  Rio  de  Janeiro, 
Sao  Paulo,  Seoul,  Shanghai, 
Singapore,  St.  Petersburg, 
Sydney,  Tehran,  Tokyo, 
Toronto,  Warsaw,  Zurich. 


COMMERZBANK  IN  BRIEF.  Commerzbank  is  one  of 
Germany's  "Big  Three"  private-sector  banks.  As  a 
universal  bank,  we  offer  a  comprehensive  range  of 
commercial,  investment,  and  broker/dealer  services. 
Through  numerous  subsidiaries  and  partners,  the 
group  also  offers  an  array  of  specialized  capabilities 
in  areas  such  as  asset  management,  fund  management, 
mortgage  lending,  real-estate  brokerage,  leasing, 
equity  participations,  insurance  and  risk  manage- 
ment products. 

Our  staff  of  30,000  people  serves  over  3.5  million 
customers  in  about  1,000  branches  in  Germany,  as 
well  as  more  than  50  outlets  in  38  foreign  countries. 
Through  subsidiaries,  branches,  representative  offices, 
and  holdings,  Commerzbank  is  present  in  all  the 
world's  major  financial  and  business  centres. 

Record  earnings  and  volume  in  1995.  Commerz- 
bank celebrated  its  125th  anniversary  by  posting  the 
strongest  results  in  its  history.  The  Group's  oper- 


ating result  after  provisions  surged  by  109  %  to  DM 
1.446  billion,  or  more  than  double  that  of  1994. 
Group  business  volume  advanced  by  DM  62.5  bil- 
lion, a  strong  18.2  %,  to  DM  407  billion.  The  regular 
dividend  has  been  increased  to  DM  13.50  per  nomi- 
nal DM  50  share.  Anticipating  strong  future  earn- 
ings and  growth  potential,  Commerzbank  substanti- 
ally increased  its  equity  capital  base  by  DM  1.8  billi- 
on, of  which  DM  1  billion  came  from  a  capital  increa- 
se in  November,  to  DM  12.3  billion. 

Strategies  for  the  Future.  In  order  to  meet  the 
future  objectives  of  our  clients  and  shareholders, 
Commerzbank  is  focusing  its  longer-term  strategy 
on  three  main  areas  of  business: 

(1)  International  Finance 

A  traditional  strength  of  Commerzbank,  this  decisive 
area  covers  trade  finance  (12.8  %  of  Germany's 
external  trade),  capital  market  transactions  of  all 
types,  securities  trading,  international  lending, 
forex  trading,  as  well  as  financial  derivatives.  Despite 
the  Bank's  already  strong  position,  we  see  consider- 
able opportunities  for  profitable  expansion  in  inter- 
national finance. 

(2)  Asset  Management 

Commerzbank  occupies  a  prominent  position  as  an 
asset  manager  for  private  and  institutional  in- 
vestors at  home  and  abroad.  Reflecting  our  progress, 
assets  under  management  in  1995  surged  by  23  %  to 
DM  110  billion.  The  acquisitions  in  1995  of  Jupiter 
International  Group  pic,  U.K.,  and  Martingale  Asset 
Management,  USA,  add  significant  international 
dimensions  to  our  rapidly  growing  capabilities  in 
asset  management. 

(3)  Domestic  Branch  Banking 

In  the  early  1990s,  we  undertook  a  major  restructur- 
ing of  our  domestic  branch  network  to  streamline 
our  operations,  upgrade  the  quality  of  our  services, 
and  enhance  efficiency.  In  this  process,  substantial 
investments  in  technology-based  infrastructure  plus 
the  successful  introduction  of  innovative  bank  prod- 
ucts have  put  Commerzbank  in  a  solid  position  to 
increase  its  earnings  and  market  share  in  Germany's 
highly  competitive  market. 

OUTLOOK.  Building  on  its  extraordinary  achieve- 
ments in  recent  years  and  armed  with  clearly  de- 
fined strategies  to  meet  the  challenges  of  the  future, 
Commerzbank  is  looking  forward  to  setting  new 
standards  in  banking  and  finance  again  in  the  years 
ahead.  Our  principal  goal  is  to  reward  the  confidence 
of  our  clients  and  nearly  200,000  shareholders 
around  the  world. 

For  more  information  about  our 
banking  and  financial  services,  contact 
Commerzbank's  Corporate 
Communications  Department,  Frankfurt. 
Fax  +49  69  13  62-98  05 


COMMERZBANK 

German  know-how  in  global  finance 
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BY  RIUA  ATLAS 


Thrift  for  the  thrifty 

\>  i      ini  k  \i  i  the  rnutu 
ally  owned  savings  banks 
that  converted  to  public 
ownership  a  few  years  back?  Lots  of 
those  stocks  are  still  cheap.  Take  $1.5 
billion  (assets)  JSB  Financial  (jSBF),with 
1 3  branches  mainly  in  New  York's 
Queens  and  Long  Island.  At  a  recent 
327/8,  its  10.4  million  shares  trade  on 
Nasdaq  at  book  value. 

Thomas  Graham  Kahn,  a  FSB  inves- 
tor since  it  went  public  in  1990,  thinks 
[SB  should  put  itself  up  for  sale.  Kahn 
is  the  son  of  Irving  Kahn,  who  used  to 
manage  money  alongside  famed  val- 
ue investor  Benjamin  Graham.  Irving 
Kahn,  90,  and  his  two  sons  manage 
$900  million  in  assets — up  to  25%  of 
w  hich  is  in  some  20  thrifts. 

Why  does  Kahn  believe  JSB  should 
be  sold?  The  thrift  has  invested  too  con- 
servatively, mostly  in  Treasurys  and 
other  federal  agency  paper,  two-thirds 
of  which  matures  within  a  year.  The 

Handsome  Hanson 

Frederick  Thompson  is 
^BP^    one  value  investor  who's  still 

finding  the  occasional 
stock  to  buy  in  this  pricey  market.  But 
Thompson  is  choosy:  Apart  from  a 
5%  cash  holding,  portfolios  that  his  To- 
ronto-based firm,  F.VV.  Thompson, 
manages  are  invested  in  only  ten 
stocks.  The  $400  million  in  funds  he 
oversees  are  up  an  average  of  2 1%  a  vear 
since  1982. 


thrift  could  earn  another  200  basis 
points — if  it  loaned  more  aggressively. 
Its  balance  sheet  is  light  on  lending:  FSB's 
equity-to-assets  ratio  is  22%,  versus  9% 
for  the  average  thrift.  Nor  has  JSB  ex- 
panded through  acquisitions. 

Kahn  sponsored  a  proposal  at  FSB's 
annual  meeting  in  May  calling  for  the 
thrift  to  be  sold;  he  got  17%  of  the 
vote.  Last  month  he  sent  jsb's  chief 
executive  a  letter  asking  to  see  its 
books.  He  was  rebuffed.  Kahn  plans  to 
sue  to  get  a  look  at  the  books. 

If  Kahn  succeeds  in  getting  FSB 
sold,  investors  could  get  $45  a  share,  a 
37%  premium  to  today's  price.  So 
says  Robert  Olstein,  another  JSB  fan 
who  runs  the  $115  million  (assets) 
Olstein  Financial  Alert  mutual  fund. 
He  gets  his  buyout  estimate  by  figur- 
ing what  jsb's  assets  would  be  worth  if 
an  acquirer  leveraged  its  balance 
sheet  to  8.5%  equity-to-assets,  and  paid 
the  prevailing  buyout  multiple  of  1.3 
times  book  for  the  thrift. 


One  stock  Thompson  likes  is 
Hanson  Pic.  The  British  conglomer- 
ate announced  in  January  that  it  will 
split  itself  into  four  separately  traded 
units.  Since  then,  its  NYSE-listed 
American  Depositary  Receipts  ( HAN ) 
have  fallen  13%,  to  a  recent  14V4. 

Investors  usually  applaud  when 
conglomerates  break  up — why  is  Han- 
son different?  One  reason:  After  the 
breakup,  Hanson's  $1.16-a-year  divi- 
dend could  shrink  by  30%  to  50%. 

But  Thompson  thinks  Hanson's 
parts  will  trade  higher  than  the  whole. 
Its  divisions  include  Imperial  To- 
bacco and  Millennium  Chemicals.  It 
also  has  an  energy  group  that  in- 
cludes Peabody  Coal,  and  Eastern,  a 
gas  and  electric  utility.  The  fourth 
division  consists  of  seven  different 
building  materials  and  heavy  equip- 
ment manufacturers. 

Scott  McAdams,  an  analyst  with 
Seattle  broker  Ragen  MacKenzie, 
thinks  the  four  parts  are  worth  at 
least  $17  a  share,  a  20%  premium  to 
current  prices.  But  there  could  be  a 
lot  more,  says  McAdams:  specifically, 
a  takeover  premium  that  an  acquirer 
could  pay  for  several  of  Hanson's 


pieces  after  they  are  spun  off.  The 
most  likely  takeover  targets:  Imperial 
Tobacco,  which,  with  37%  of  the 
U.K.  tobacco  market,  has  little  expo- 
sure to  litigation-prone  U.S.  mar- 
kets, and  Eastern,  the  largest  British 
utility. 

Another  plus:  Since  the  spinoffs 
won't  be  completed  until  sometime 
in  1997,  investors  should  get  the 
full  Hanson  dividend  this  year. 

Paper  profits 

Boise  Cascade  Corivs 
-4fl^    shares  (bcc)  have  weak- 
ened along  with  prices  for 
the  paper  and  pulp  products  it  makes. 
Its  stock  is  down  14%  from  its  high 
last  July.  But  there's  another  reason 
the  stock  is  volatile:  Boise's  81%- 
owned  subsidiary,  Boise  Cascade  Of- 
fice Products,  bcc  took  the  compa- 


ny public  April  1995  at  $12.50  a 
share.  In  May  the  stock  soared  to  a 
split-adjusted  48. 

BOP  has  since  drifted  down  to  38. 
Even  at  that  price,  bcc's  stake  in  bop  is 
worth  nearly  $2  billion.  That's  about 
equal  to  the  entire  market  capitaliza- 
tion of  Boise  Cascade — even  though 
bcc's  sales  (minus  bop)  are  2.5  times 
greater  than  BOP's.  At  a  recent  401/s, 
the  market  is  valuing  BCC's  core  busi- 
nesses at  just  4%  a  share. 

That  makes  bcc  a  bargain.  Even  if 
BOP's  stock — trading  at  46  times  latest 
12-month  earnings — falls,  you're 
buying  Boise  at  7.5  times  profits.  Al- 
though BCC  isn't  expected  to  show  a 
profit  again  until  some  time  in  1997, 
Matthew  Berler,  an  analyst  at  Mor- 
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gan  Stanley,  thinks  BCC's  shares  will 
rebound  30%,  into  the  low  50s,  as 
investors  start  anticipating  the  recov- 
ery in  paper  prices  next  year. 

Goodwill  to  all 

The  Financial  Account- 

4|f    ing  Standards  Board  (fasb) 
sm«     iias  proposed  a  rule  that 
could  mean  an  earnings  boost  for 
companies  that  own  a  publicly  trad- 
ed subsidiary.  Robert  Willens,  an  ac- 
counting analyst  at  Lehman  Broth- 
ers, explains. 

Under  current  accounting  rules, 
if  a  company  buys  in  a  minority  inter- 
est of  a  subsidiary,  it  must  amortize 
any  goodwill  that  the  subsidiary  has 
on  its  books  or  that  the  acquisition 
generates.  But  under  the  proposed 
rule  this  buyout  would  be  account- 
ed for  as  a  treasury  stock  purchase. 
That  means  the  acquisition  would 
be  immediately  additive  to  earnings. 

Take  Harcourt  General,  Inc., 
which  owns  67%  of  the  Neiman  Mar- 
cus Group  department  store  chain. 
If  Harcourt  bought  the  remaining 
33%  of  Neiman  that  it  doesn't  own 
at  the  recent  price  of  27%,  it  would 
pay  a  $326  million  premium  to  Nei- 
man's  book  value,  which  is  goodwill. 
If  Harcourt  amortized  that  over  20 
years,  it  would  mean  a  23-cent-per- 
share  hit  to  earnings  annually. 
That's  significant:  The  company 
earned  23  cents  a  share  in  the  quar- 
ter ended  January  31. 

But  under  the  FASB  proposal, 
Harcourt  wouldn't  have  to  amortize 
the  goodwill.  Harcourt  could  sim- 
ply add  the  earnings  generated  by  the 
newlv  acquired  33%  holding  to  its 
own  profits.  Presto:  better  earnings. 

The  proposal  has  created  a  stir  at 
fasb.  Instead  of  ratifying  it  in  May,  as 
expected,  the  board  tabled  the  issue 
until  this  month,  w  hen  two  new  mem 
bers  will  join  the  board. 

The  fasb  proposal  prevents  com- 
panies from  making  acquisitions  in  two 
steps  to  take  advantage  of  the  ruling. 
But  any  firm  that  holds  a  stake  in  a 
subsidiary  at  the  time  the  proposal  is 
adopted  will  be  able  to  do  so.  These 
include  Atlantic  Richfield,  Exxon, 
Micron  Technology  and  American 
Home  Products.  Look  for  earnings 
bounces  from  these  companies  if  the 
proposal  is  adopted.  H 
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New  signs 
are  not 
enough. 


Ever  notice  how  many  financial  institu- 
tions introduce  new  asset  management 
services  and  call  it  private  banking? 

At  Bank  Julius  Baer  private  banking 
has  been  our  core  business  since  1890. 
We  provide  individually  structured 
portfolios  for  clients  around  the  globe. 

International  wealth  management  is 
our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JB-B 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:    Zurich    Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal    Grand  Cayman    Palm  Beach    Los  Angeles    San  Francisco    Mexico    Hong  Kong 


WE  TURN 
NEEDY  KIDS 
INTO  HAPPY 
CAMPERS. 


Last  year  over 
108,566  underprivileged  kids 
participated  in  The  Salvation 
Army's  Summer  Camp 
programs.  To  many  this  was  the 
highlight  of  their  summer.  To  us 
it's  just  one  of  the  many  ways 
we  help. 

Please  share  the  love. 
Continue  to  support  us  so  we 
can  keep  putting  smiles  on 
more  kids'  faces. 
THE  SALVATION  ARMY 

,    SHARING  IS  CARING.  . 


Groundfloor 
Investment 
Opportunity  in  $2.5 
Billion  Substance 
Abuse  Testing  Market 


American  Bio  Medica  Corp.  has 
just  brought  to  market  a  low 
cost,  100%  accurate  Rapid  Drug 
Screen  Kit  that  could  revolutionize 
the  $2.5  billion  drug-testing  industry. 

ABMC's  product  will  be  used  in  the 
workplace  to  test  for  the  five  drugs 
mandated  by  the  National  Institute  of 
Drag  Abuse.  Results:  5  minutes. 
Accuracy:  100%.  Cost:  $10-$15/test. 


NASDAQ  BB  Symbol:  ABMC 


For  Investor  Kit  Call: 
Toll  Free:  888-433-3077 
http://www.otcfn.com 


Shares  of  ABMC  are  currently  under  $5.00 


THF  FUNDS 


Fighting  the  tape 

If  you  think  stock  prices  are  too  high,  are  you  a  nervous 
bear?  Or  a  bull  with  fear  of  heights?  You  might  want  to  ' 
take  a  look  at  these  short-selling  mutual  funds. 


By  Thomas  Easton 

It  takes  steely  nerves  to  sell  stocks 
short  in  this  bull  market.  "Corporate 
managers  don't  like  you,  and  a  lot  of 
people  believe  you  are  a  fool — and 
frankly  they've  been  right,"  says  a 
battered  James  Crabbe,  portfolio 
comanager  of  the  Crabbe  Huson 
Special  Fund,  a  once  hot  number  diat 
grew  from  $4  million  in  assets  in 
1992  to  $970  million  in  late  1995. 
Crabbe  turned  bearish  a  year  ago,  and 
performance  and  assets  have  since 
withered. 

About  1 5%  of  die  fund's  holdings 
consists  of  short  positions,  heavily 
weighted  to  technology:  Compaq 
Computer,  America  Online  and  Sun 
Microsystems,  among  others.  Crabbe 
is  neither  a  technophobe  nor  a  profes- 
sional pessimist.  Most  of  the  $4.5  bil- 
lion managed  by  his  Pordand,  Ore. 
investment  firm  is  in  classic  long  posi- 
tions, and  many  of  die  holdings  he  is 
shorting  today  were  once  profitable 
long-term  holdings. 

"We  think  these  are  some  of  the 
best-managed  companies  in  the  coun- 
try," he  says.  "They  have  just  been 
priced  to  a  point  where  they  can't 
meet  expectations." 

Consider  Tellabs,  an  Illinois  firm 
that  supplies  electronic  gear  used  in 

Bear  meat 


Fund                       Total  return 

Effective 

latest  12 

market 

mos 

exposure' 

Comstock  Capital  Value  1.5% 

-38% 

Crabbe  Huson  Special  7.2 

20 

Heartland  Small  Cap  Contr  41.4 

132 

Robertson  Stephens  Contr  26.2 

9 

Rydex  Ursa  -14.7 

-101 

S&P  500 

100 

'Calculated  from  beta  over  two  years. 

Calculated  over  one  year. 

Ursa  is  the  real  contrarian— equivalent 
to  a  100%  short  position. 


communication  networks.  Since  1993 
Tellabs'  revenues  have  increased 
100%,  earnings  per  share,  260%,  and 
stock  price  almost  2,000%.  Crabbe 
likes  the  company,  but  not  its  p/e 
ratio.  This  thing  trades  at  nearly 
50  times  trailing  earnings. 

"If  companies  like  Tellabs  do 
well,  then  the  economy  will  do  well," 
he  reasons,  "so  why  on  earth  should- 
n't you  buy  a  steel  company  selling  for 
a  fraction  of  its  replacement  cost?  For 
one  you  pay  about  book  value,  for  the 
other  12  times  book." 

Sounds  logical,  but  Wall  Street 
doesn't  agree.  The  fund  has  lagged 
the  Standard  &  Poor's  500  index  by 
27  percentage  points  in  1995  and  7 
points  diis  year. 

"I  never  thought  the  overvalua- 
tions would  continue  to  run  so  long," 
says  Crabbe,  51 .  "But  I've  been  in  this 
business  29  years,  and  I  know  they 
won't  last  forever.  I'm  not  sure  every- 
one agrees  with  that  anymore — peo- 
ple have  begun  thinking  diat  shorting 
stocks  or  believing  in  a  down  market 
is  a  loser's  game." 

The  bears,  at  any  rate,  are  getting 
pretty  scarce.  Last  year  Charles 
Allmon,  after  almost  a  decade  of  sit- 
ting on  a  heavy  cash  position  at  his 
eponymous  closed-end  fund,  direw  in 
the  towel.  He  sold  control  of  the  fund 
to  a  bullish  firm  that  invested  the  cash 
in  stocks. 

Or  look  at  Dreyfus  Corp.  In  the 
early  1980s  the  largest  outfit  in  the 
no-load  fund  business,  it  took  a  skit- 
tish approach  to  equities  and  missed  a 
historic  rise,  losing  its  preeminence. 
When  Mellon  Bank  Corp.  bought  the 
firm  two  years  ago,  caution  moved 
out  and  bullishness  moved  in.  The 
direction  of  three  bearish  funds  was 
changed  and  five  new  bullish  funds 
with  words  like  "aggressive,"  "emerg- 
ing" and  "growth"  in  their  names 
were  added.  In  May  Mellon  dropped 


"Dreyfus"  from  the  tide  of  the  only 
remaining  bearish  fund.  Now  it's  the 
Comstock  Capital  Value  Fund.  Why 
the  change?  Desperate  to  shed  its 
bearish  aura,  Dreyfus  wanted  to  dis- 
tance itself  from  the  stance  of  the 
fund's  adviser,  Comstock  Partners. 

Could  it  be  that  Allmon  and 
Dreyfus  are  giving  up  the  fight  just 
when  the  fight  stands  the  best  chance 
of  paying  off?  If  you  think  so,  consid- 
er owning  one  of  the  five  bearish 
funds  in  the  table.  All  of  these  either 
invest  heavily  in  bearish  put  options, 
have  significant  short  positions  or 
own  a  lot  of  gold  stocks. 

There  are  differences  in  approach. 
Charles  Minter,  comanager  of  Com- 
stock Capital  Value,  has  shorted  the 
s&P  500  as  well  as  such  individual 
stocks  as  Colgate,  Seagram  and  Sara 
Lee.  William  Nasgovitz,  manager  of 
the  Heartland  Small  Cap  Contrarian 
Fund,  likes  to  short  highfliers  and  go 
long  laggards  within  the  same  industry. 
Example:  Sunglass  Hut  International, 
a  hot  idea  that's  a  short  at  ten  times 
book,  and  Catherines  Stores,  a  retailer 
of  large-size  women's  clothes,  a  long  at 
one  time  book. 

Because  of  its  stock  index  puts,  the 
Lindner  Bulwark  Fund  trailed  the  s&P 
500  by  51  percentage  points  in  1995. 
But  this  year,  even  though  the  market 
remains  very  strong,  portfolio  coman- 
ager Robert  Buettner  has  earned  back 
some  of  the  money  he  left  on  the 
table.  The  fund  is  up  34%  year  to  date, 
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beating  the  s&P  by  25  points.  It  has 
done  this  by  dint  of  good  option 
trades  during  several  sharp  declines,  a 
rise  in  precious  metals  stocks  and  the 
decline  in  long-held  shorts,  notably 
Valujet. 

One  bearish  hind  that  we  don't  rec- 
ommend is  the  Rydex  Ursa  Fund.  It 
merely  uses  futures  and  options  to 
mirror  the  movement  of  the  S&P  500 
index.  For  this  mindless  work  it  exacts 


a  stiff  1.4%  annual  expense  ratio.  You 
can  do  the  short  yourself  for  a  negligi- 
ble transaction  cost,  if  you  are  willing 
to  be  exposed  to  a  $336,000  position. 
The  only  thing  to  be  said  for  Rydex  is 
that  it  admits  customers  with  as  litde 
as  $25,000. 

The  table  shows  recent  perfor- 
mance— poor  for  most  of  these  bear- 
ish funds — and  an  "effective  market 
exposure."  The  latter  can  be  tricky  to 


assess  in  a  fund  that  holds  not  just 
short  positions  but  various  futures  and 
options,  so  we  use  beta  as  a  measure 
of  bearishness.  An  s&P  500  index 
fund  would  be  100%  by  this  measure, 
while  a  pure  futures-shorting  fund 
would  be  -100%. 

Even  if  you're  not  a  grumpy  old 
bear,  with  the  Dow  industrials 
approaching  6000,  you  may  want  a 
little  ballast  in  your  portfolio.  SB 


Looking  for 
bond  bargains 

There  are  some  juicy  discounts  on  leveraged  closed-end  bond  funds. 
Here  are  some  things  to  be  wary  of. 

By  James  M.  Clash 


The  Franklin  Multi-Income 
closed-end  bond  fund  is  trading  at  a 
10.4%  discount  to  net  asset  value — 
meaning,  you  get  $100  worth  of 
bonds  for  only  $89.60.  Drawback: 
The  reported  expense  ratio  is  a  hefty 
3%  of  assets  annually.  That  steep 
overhead,  it  seems,  would  pretty 
quickly  erase  the  discount  bargain. 

Compare  the  American  Strategic 
Income  Fund.  This  closed-end  is 
trading  at  a  discount  of  16.3%.  Its 
reported  expense  ratio  is  much  lower, 
at  1.7%.  Better  buy?  Not  so  fast. 

It  turns  out  that  when  Franklin 
and  American  measure  expense 
ratios,  they  are  measuring  two  differ- 
ent things. 

Here's  the  problem.  Leveraged 
closed-end  bond  funds  like  these 
have  two  different  ways  of  reporting 
their  expenses.  In  one  method  the 
fund  counts  only  management  fees 
and  other  overhead.  In  the  other,  the 
expense  figure  includes  interest  on 
debt  used  to  leverage  the  portfolio. 

American  Strategic  excludes  inter- 
est costs  in  reporting  expense  ratios 
for  its  debt-leveraged  closed-end 
bond  funds.  Franklin  and  some 
other  leveraged-fund  sponsors 
include  interest. 

What's  going  on  here?  The  sec's 
N-2  form  requires  leveraged  closed- 


end  funds  to  include  interest  in  the 
expense  ratio.  But  not  all  funds  are 
cooperating,  and  the  sec  isn't  enforc- 
ing its  own  rule.  "Unfortunately, 
consumers  are  forced  to  choose 
between  apples  and  oranges,"  says 
Carolyn  Whitfield,  a  closed-end  fund 
analyst  at  Morningstar,  Inc. 

Morningstar's  solution:  The  SEC 
should  require  two  separate  expense 
ratios,  one  with  interest,  the  other 
without.  That  way  an  investor  can 
judge  operating  expense,  which 
measures  a  fund's  operating  efficien- 
cy, and  interest  expense,  which  mea- 
sures a  fund's  leverage  (risk),  against 


that  of  comparable  funds. 

While  you  are  waiting  for  the  sec 
to  clean  up  the  mess,  be  careful.  We 
can  help  here:  Expense  ratios  report- 
ed in  Forbes  consistently  exclude 
interest  charges.  We've  made  the 
adjustments,  where  necessary,  ever 
since  we  started  reporting  closed- 
end  expense  ratios  in  1965. 

The  table  shows  bond  funds  trad- 
ing at  what  we  feel  are  good  dis- 
counts in  relation  to  overhead  costs. 
Comparing  these  two  numbers,  we 
believe,  is  the  most  important  step  in 
finding  a  good  buy  in  a  closed-end 
fund.  Bi 


You  want  high  discounts  and  low  expenses 


Fund 


Expenses*  Discount 


Discount/ 
expenses 


BlackRock  2001  Term  Trust 

0.64% 

13.1% 

21.6 

BlackRock  Broad  Investments  2009 

1.04 

19.2 

18.5 

BlackRock  North  American  Govt 

0.96 

16.7 

17.4 

BlackRock  Income  Trust 

1.08 

17.0 

15.8 

Hyperion  2005  Investment  Grade 

1.08 

14.7 

13.6 

Van  Kampen  American  Bond 

0.68 

8.8 

12.9 

RCM  Strategic  Global  Govt 

1.20 

15.4 

12.8 

BlackRock  Target  Term  Trust 

0.76 

9.5 

12.5 

Liberty  Term  Trust-1999 

0.89 

10.0 

11.2 

Franklin  Multi-Income 

1.04 

10.4 

10.0 

'Excludes  interest. 

Source:  Upper  Analytical  Services. 


These  debt- 
leveraged, 
closed-end 
bond  funds 
all  sell 
at  discounts 
at  least  ten 
times  expenses. 
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FIXED  INCOME  STHATE6Y 


Don't  call  it  junk 


■  M.N'II.IJffEflil 


David  P.  Goldman  is 
a  managing  director  in 
Bear,  Stearns  &  Co.'s 
Financial  Analytics 
and  Structured 
Transactions  group. 


A  few  weeks  AGO  a  medium-size  firm  in  New 
Ifork  was  listening  to  pension  consultants  tell  it 
how  to  redesign  its  401(k)  plan.  The  plan  was 
going  to  be  moved  to  a  mutual  fund  company, 
and  the  question  was  which  six  funds  from  a 
huge  family  would  be  put  on  the  employees' 
menu?  There  was  going  to  be  a  stock  fund,  a 
bond  index  fund,  a  money  market  fund,  proba- 
bly a  long-term  Treasury  fund  and  an  interna- 
tional stock  fund. 

That  left  one  opening.  How  about  a  junk 
bond  fund?  asked  a  participant  at  the  meeting. 
The  experts  looked  horrified.  They  implied  that 
just  offering  something  flaky  like  that  could  be 
a  breach  of  fiduciary  responsibility  to  the 
employees. 

What  a  shame.  Almost  20  years  after  funds 
of  high-yield  bonds  became  widely  available, 
they  are  still  being  treated  as  something  toxic, 
too  risky  for  401(k)  participants. 

This  is  almost  as  ridiculous  as  the  long- 
discredited  idea  that  stocks  were  too  risky  for 
most  people.  High -yield  bonds  are  not 
Treasurys,  but  they  offer  superior  yield  for  a 
modest  amount  of  extra  risk.  I've  been  recom- 
mending junk  to  Forbes  readers  for  more  than 
two  years.  I  reiterate  the  recommendation 
today.  These  bonds,  rated  Ba  or  lower  by 
Moody's,  continue  to  offer  yields  that  more 
than  compensate  holders  for  the  occasional 
defaults.  In  consequence,  I  believe  these  bonds 
offer  the  prospect  of  not  just  good  coupons 
but  modest  capital  gains  as  well. 

How  well  has  junk  done  recently?  Bear, 
Stearns'  junk  index  returned  10.7%  over  the  12 
months  through  May  31.  That  didn't  match 
the  28%  total  return  on  equities,  as  measured 
by  the  Standard  &  Poor's  500.  But  it  blew 
away  die  return  on  investment-grade  bonds, 
which  returned  only  4.5%. 

Over  the  past  five  years  (again,  through  May 
31),  junk  bonds  have  even  beaten  equities. 
Junk  has  returned  18.6%  annually,  to  16.4%  for 
the  s&P  500  Moreover,  junk  is  less  volatile 
than  either  stocks  or  U.S.  Treasurys.  That's 
because  a  combination  of  high  coupons  and 
medium  maturities  makes  junk  less  sensitive  to 
interest  rates.  Indeed,  a  junk  bond  with  a  ten- 
year  maturity  has  an  interest  sensitivity  close  to 
that  of  the  five-year  Treasury. 

A  w  ord  of  caution:  You  get  nothing  for 
nothing,  and  the  recent  period  isn't  entirely 
representative  because  there  hasn't  been  a  real 
recession.  Nevertheless,  individual  investors 


can  do  well  in  junk,  because  institutional 
investors  avoid  it.  Big  pension  funds  and  life- 
insurance  companies  often  can't  place  more 
than  5%  of  their  assets  in  bonds  below  invest- 
ment grade.  This  regulatory  restriction  explains 
why  yields  jump  when  you  trade  down  just  one 
notch  below  investment  grade.  This  is  a  market 
imperfection  made  to  order  for  the  ordinary 
investor. 

If  you  buy  a  typical  medium-term  Aaa  cor- 
porate, you  receive  just  0.21%,  or  21  basis 
points,  more  than  the  yield  on  the  same  matu- 
rity Treasury.  Downgrade  two  notches  to  single 
A,  and  you  will  receive  another  20  basis  points. 
Buy  the  next  grade  down,  or  Baa,  and  the 
incremental  yield  is  an  additional  46  basis 
points.  But  if  you  cross  over  the  "investment 
grade"  line  to  a  Ba  rating,  you  receive  an  addi- 
tional 254  basis  points.  To  sum  up  the  spreads, 
bonds  at  the  middle-upper  tier  of  junk  pay  3.4 
percentage  points  more  than  Treasurys. 

What  about  the  default  risk?  From  1983 
through  1995,  middle-level  Ba  bonds  (with  a 
Ba2  rating)  showed  an  average  annual  default 
rate  of  0.73%,  according  to  Moody's  Investors 
Services.  Even  in  the  worst  of  outcomes,  where 
a  bankruptcy  returns  nothing  to  a  junk  bond 
holder,  the  defaults  eat  up  less  than  a  fourth  of 
the  yield  premium  over  Treasurys. 

Over  the  past  five  years,  junk  has 
been  less  volatile  than  Treasurys  and 
more  rewarding  than  stocks. 

This  sort  of  value  doesn't  last  forever. 
Institutional  investors  already  are  finding  ways 
to  exploit  the  junk  advantage.  For  example, 
they  may  buy  custom-tailored  notes  issued  by 
Wall  Street  investment  banks  with  returns 
linked  to  returns  on  an  index  of  junk  bonds. 
Such  bonds  offer  investors  broad  diversification 
with  a  relatively  low  dollar  amount  of  invest- 
ment. In  some  cases,  the  investor  trades  off  a 
lower  yield  for  a  guarantee  that  principal  will  be 
returned.  In  addition,  some  commercial  banks 
are  looking  at  repackaged  high -yield  bonds  as 
an  alternative  to  loans. 

Eventually,  institutional  buying  will  push 
junk  bond  prices  up  and  yields  down.  That 
means  capital  gains  for  those  who  buy  today  If 
you  are  a  small  investor — and  I  would  call  any- 
one with  less  than  $  1  million  a  small  investor — 
buy  a  good  junk  bond  fund.  If  you  can  afford 
a  well-diversified  portfolio  and  don't  need  liq- 
uidity, you  could  buy  bonds  directly. 
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Thanks  to 
Sprint  Business, 

more  of  our  flowers 
are  popping  up 
all  over  the  world." 

—  Meg  W  hitman.  CEO,  1 'ID  Inc. 


FTD,  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  They  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 

"Sprint  helps  us  process  orders  in  half  the  time.' 

Sprint  put  FTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  Fngland.or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy. 


Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  FTD  florists  in  over  143  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 

Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 
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Call  Sprint  Business 

1  800  816  REAL 
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We  help  business  do  more  business 
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THE  CONTRARIAN 


How  to  profit 
with  GARP 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


Are  value  and  growth  plays  poles  apart? 
The  distinction  is  not  so  clear-cut  as  some 
people  think.  Often  a  good  growth  entree  fits 
into  a  value  menu.  The  Street  term  is  GARP — 
growth  at  a  reasonable  price.  GARP  is  a  useful 
variant  on  the  1ow-p/e  strategy. 

If  you  buy  a  GARP  stock,  you  have  the 
chance  of  a  double  play.  First,  above-average 
earnings  growth  and  dividends  should  result 
in  market-beating  performance  over  time, 
even  if  the  p/e  remains  constant.  Second, 
you  also  have  a  fair  chance  at  an  expanding 
p/e  ratio. 

How  do  you  identify  a  GARP  stock?  There 
are  a  number  of  ways.  Often  temporary 
negative  news  will  send  a  growth  stock 
southward,  as  was  the  case  when  the 
Clintons  scared  investors  half  to  death  with 
their  health  care  nationalization  proposals 
and  sent  pharmaceutical  and  health  care 
stocks  plunging. 

Pharmaceuticals,  for  example,  became 
1ow-p/e  stocks  overnight,  selling  at  8  to  14 
times  earnings  and  yielding  between  5% 
and  6%  on  average,  with  revenues  and 
earnings  increasing  well  ahead  of  the  S&P 
500.  They  were  still  growth  stocks,  and 

If  you  buy  a  GARP  stock,  you  have 
the  chance  of  a  double  play. 


now  they  were  also  growth  at  a  reasonable 
price — garp.  The  stocks  proved  to  be  a 
screaming  buy,  more  than  doubling  in  less 
than  two  years. 

You  can  also  find  GARP  stocks  by  just 
watching  the  financial  headlines.  Frequently  a 
disappointing  quarter  knocks  the  stock  down 
sharply.  Take  the  case  of  Hewlett-Packard,  to 
which  I  devoted  the  good  part  of  a  column 
several  years  back  (Forbes,  Oct.  17,  1992). 
The  stock  reported  a  disappointing  third 
quarter  in  1992  and  dropped  18%  instanta- 
neously, wiping  out  $3.5  billion  of  market 
value  on  huge  volume.  This  ignominy  result- 
ed in  its  being  banished  to  the  1ow-p/e  tier. 
With  intermediate  and  longer-term  prospects 
continuing  to  look  good,  it  had  become  a 
true  GARP  stock.  I  recommended  it  at  29% 
(split  adjusted).  Today  it  trades  at  105, 
•st  a  quadruple. 


Okay,  that's  history.  What  fits  into  the  GARP 
category  today?  Surprisingly,  quite  a  number 
of  issues,  even  with  a  Dow  Jones  industrial 
average  of  5650. 

The  tobacco  stocks,  with  the  Federal 
Appeals  Court  tossing  out  the  Castano  case, 
look  promising.  I  would  consider  two  of  the 
industry's  strongest  growth  situations. 

U.S.  Tobacco  (33),  the  largest  manufacturer 
of  chewing  tobacco,  looks  like  a  good  GARP 
play.  The  company  has  far  less  exposure  than 
the  rest  of  the  tobacco  stocks,  since  it  doesn't 
manufacture  cigarettes,  ust  traditionally 
trades  at  a  higher-than-market  p/e  because  of 
its  above-average  growth  rate— 16%  over  the 
past  five  years.  The  company  is  likely  to 
increase  earnings  about  15%  this  year,  with 
another  respectable  gain  in  1997.  The  stock 
trades  at  a  p/e  of  12  on  1996  earnings,  and 
yields  4.4%. 

Then  there's  Philip  Morris  (101 ).  Earnings 
should  be  up  18%  this  year,  with  further  gains 
ahead.  Moreover,  an  estimated  40%  of  its 
earnings  come  from  food  and  rapidly  growing 
cigarette  sales  abroad.  Even  though  the  stock 
has  doubled  since  1993,  it  still  trades  at  a  p/e 
of  14,  yielding  3.9% 

A  number  of  good  financial  stocks  also  fit 
into  the  GARP  category: 

American  International  Group  (94)  is  the 
fourth-largest  property  and  casualty  insurer  in 
the  country,  and  also  has  large  foreign  opera- 
tions and  a  major  stake  in  financial  services. 
AIG  has  been  one  of  the  premier  growth  com- 
panies in  the  insurance  industry  for  decades. 
The  stock  trades  at  a  p/e  of  14  on  current 
year's  estimates  and  yields  0.4%. 

Bank  of  New  York  (53),  a  multibank  hold- 
ing company,  has  had  an  excellent  record  in 
recent  years.  Earnings  were  up  16%  last  year 
and  sh  lcVii'  Ay  low  dollar  amolhan  15%  in 
19°..  In  some  cases,  the  investor  uu;  multiple 
c  ir  yield  for  a  guarantee  that  principal  wn.  ~„ 

turned.  In  addition,  some  commercial  banks 
Ire  looking  at  repackaged  high -yield  bonds  as 
an  alternative  to  loans. 

Eventually,  institutional  buying  will  push 
junk  bond  prices  up  and  yields  down.  That 
means  capital  gains  for  those  who  buy  today.  If 
you  are  a  small  investor — and  I  would  call  any- 
one with  less  dian  $1  million  a  small  investor — 
buy  a  good  junk  bond  fund.  If  you  can  afford 
a  well-diversified  portfolio  and  don't  need  liq- 
uidity, you  could  buy  bonds  directly. 
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WALL  STREET  IRREGULAR 


Patience  and  profits 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria,  Va  - 
based  Hulbert 
Financial  Digest,  a 
monthly  service  that 
monitors  the  perfor- 
mance of  investment 
advisory  letters. 


Here's  a  startling  revelation  from  the 
Ivory  Tower:  The  average  load  hind  under- 
performs  the  average  no-load  hind  by  0.6% 
per  year.  Over  a  ten-year  holding  period,  that 
deficit  translates  into  a  6.3%  advantage  for  the 
average  no-load.  And  that's  not  even  taking 
into  account  the  commissions  the  load  funds 
must  pay.  Include  them,  and  the  average  load 
fund  underperforms  by  even  more. 

Until  now  virtually  every  study  showed 
there  was  no  difference  between  the  average 
load  and  no-load  fund.  This  already  suggest- 
ed there  was  no  reason  to  pick  a  load  fund 
over  a  no-load.  But  this  revelation  is  even 
worse  news  for  the  load  hind  industry.  How 
could  this  have  been  overlooked  for  so  many 
years?  The  short  answer:  incomplete  data. 

Up  until  now,  virtually  every  comparison  of 
no-load  and  load  hinds  focused  only  on  those 
hinds  that  existed  at  the  time  of  the  study. 
They  thus  ignored  hinds  that  had  previously 
gone  out  of  existence.  This  biased  the  results 
because  the  load  hind  industry  is  particularly 
aggressive  about  merging  poorer-performing 
funds  into  their  better-performing  brethren. 
So  those  previous  studies  make  the  average 
load  hind  look  better  than  it  really  is  relative 
to  no-load  hinds. 

We  owe  this  new  discovery  to  Assistant 
Finance  Professor  Mark  Carhart  of  the 
University  of  Southern  California.  He  con- 
structed a  comprehensive  mutual  hind  data- 
base that  included  virtually  every  U.S.  diversi- 
fied equity  mutual  hind  that  has  existed  since 
1962 — including  those  that  no  longer  exist. 
Let  me  stress  up  front  that  his  database  took 
into  account  each  fund's  expenses,  thus  head- 
ing off  at  the  pass  the  typical  defense  that 
load  hinds  more  than  make  up  for  their  high- 
er loads  with  lower  expenses.  They  don't. 

What  accounts  for  the  average  load  hind's 
inferior  performance?  Carhart  doesn't  believe 
that  it's  because  load  fund  managers  are  infe- 
rior to  no-load  hind  managers.  Instead,  he  is 
convinced  that  it's  because  load  hinds  have 
higher  transaction  costs  on  average.  Most 
load  funds  are  owned  by  major  brokerage 
firms,  which  are  less  likely  to  shop  aggressive- 
ly for  the  lowest  transaction  costs — such  as 
bid-asked  spreads,  for  example. 

But  here's  a  curious  twist:  Even  though  the 
average  load  fund  lags  the  average  no-load, 
the  average  load  hind  investor  nevertheless 
realizes  a  greater  return  than  the  average 


investor  in  no-load  funds.  How  can  this  be? 

We  owe  this  latter  discovery  to  Dalbar 
Financial  Services,  a  Boston-based  consulting 
firm.  Dalbar  studied  the  actual  returns  of 
mutual  hind  investors,  as  opposed  to  the 
returns  of  the  hinds  themselves.  They  found 
that  the  average  load  fund  investor  sticks  with 
his  hind  for  much  longer  than  the  average 
no-load  fund  investor.  Dalbar  furthermore 
found  that  the  average  no-load  hind  investor 
is  a  lousy  market  timer,  constantly  being 
whipsawed  into  and  out  of  mutual  hinds  at  a 
loss.  Taking  both  factors  into  account,  Dalbar 
found  that  the  average  load  hind  investor 
(before  loads)  made  1.2%  per  year  more  than 
the  average  no-load  fund  investor. 

Think  about  it  for  a  moment:  Though  the 
no-loads  were  better  performers,  their  owners 
fared  less  well.  It  was  their  own  fault;  they 
traded  in  and  out  too  much.  The  folks  who 
bought  load  funds  traded  less  frequently  and 
thus  did  better,  even  though  they  were  invest- 
ed in  hinds  that  were  inferior  performers. 

Moral:  Curb  your  instincts  to  trade.  Either 
pick  a  good  hind  and  stay  with  it  or  follow  an 
investment  adviser  with  a  proven  discipline 
for  trading  mutual  hinds.  If  you  follow  nei- 
ther course,  then  buy  a  load  hind  in  which 
moving  in  and  out  is  painful. 

There  are  five  mutual  fund  letters  that  have 
beaten  the  market  on  a  risk-adjusted  basis 
over  the  last  eight  years  according  to  the 
Hulbert  Financial  Digest:  Professional  Timing 
Service,  edited  by  Curtis  Hesler  (annual  sub- 
scription: $185);  and  No-Load  Fund  Investor, 
edited  by  Sheldon  Jacobs  ($119),  cover  the 

Even  though  the  average 
load  fund  lags  the  average 
no-load,  the  average  load 
fund  investor  realizes 
a  greater  return. 

field.  Three  others  focus  on  Fidelity  hinds, 
some  of  which  are  no-load:  Fidelity  Insight, 
edited  by  Eric  Kobren  ($177);  Fundline,  edit- 
ed by  David  Menashe  ($127);  and  Fidelity 
Monitor,  edited  by  Jack  Bowers  ($96). 

Here  are  the  no-loads  that  are  most  recom- 
mended by  the  letters  the  hfd  tracks: 
Oakmark,  Warburg  Pincus  International 
Equity,  Stein  Roe  Capital  Opportunities  and 
Fidelity  Value.  But  remember:  Undisciplined 
switching  is  a  sucker's  game.  H 
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Counting  the 
dinosaurs 
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In  THE  BOOK  Jurassic  Park,  the  scientists  were 
so  certain  that  they  had  created  only  female 
dinosaurs  that  their  scanners,  which  counted 
the  number  of  animals  at  large,  were  set  to  238. 
In  the  presumed  absence  of  males  they  as- 
sumed  that  there  could  be  no  increase  in  num- 
bers. It  was  a  logical  assumption,  but  based  on 
faulty  premises. 

So  it  is  in  the  stock  market.  What  you  are 
looking  for  often  determines  what  you  will  find. 
A  lot  of  people  are  looking  for  signs  of  a 
market  top  and — no  surprise — are  finding 
them.  In  my  view  they  are  looking  for  the 
wrong  thing. 

I  am  not  so  much  worried  about  the  specu- 
lation— we  have  Yahoo!  this  year,  but  we  had 
Netscape  last  year.  A  New  York  Stock  Ex- 
change seat  sold  at  a  record  $1 .45  million,  but 
the  previous  one  sold  at  a  record  price  as  well. 
I  am  worried  about  volatility.  This  market  is 
giving  off  more  heat  than  light.  There  are  too 
many  followers  and  not  enough  leaders,  too 
much  knee-jerk.  When  interest  rates  move 
down,  for  example,  the  pros  buy  bank  and 
other  interest-sensitive  stocks.  They  should, 
instead,  be  trying  to  anticipate  the  news  rather 
than  just  reacting  to  it. 

This  follow-the-leader  syndrome  may  ac- 
count for  the  fascination  with  the  Magellan 
Fund.  With  no  apparent  ideas  of  their  own, 
many  investors  and  speculators  have  simply  rid- 
den the  fund's  coattails,  thereby  making  life 
difficult  for  the  managers  of  the  fund  as  they  try 
to  complete  their  positions  before  the  follow  - 
ers jump  in. 

The  lack  of  leadership  was  exhibited  in  Tex- 
as Instruments  recently.  One  firm  issued  a  sell 
recommendation  at  45.  Weeks  later  the  same 
firm  suggested  the  stock  was  a  buy  at  55.  De- 
spite the  tact  that  the  first  piece  of  advice  was 
less  than  prescient,  investors  bought  the  stock 
on  the  second. 

Hence  the  volatility,  as  investors  run 
hither  and  yon,  chasing  the  latest  big  news  or 
the  merest  whisper  of  a  new  trend.  Invest- 
ment counsel  is  no  longer  in  vogue,  but  tips 
are.  Under  the  circumstances,  my  view  is 
that  the  market  will  once  again  stall  in  the 
57()0-to-5800  neighborhood  as  it  has  done 
on  other  occasions  this  year  before  testing 
5400  on  the  down  side.  This  narrow  move- 


ment is  likely  to  be  accompanied  by  continu- 
ing volatility,  creating  potentially  the  most 
difficult  of  all  market  s,  w  here  there  is  a  great 
deal  of  noise  but  not  much  meaning.  This  is 
the  sort  of  market  that  can  whipsaw  you.  It 
can  deprive  you,  unnecessarily,  of  sleep.  I 
think  people  who  look  for  a  bear  market  are 
counting  the  wrong  dinosaurs,  but  a  volatile 
market  can  be  almost  as  dangerous  as  a  real 
bear  market. 

Admittedly,  forecasting  dull  and  boring 
isn't  as  exciting  as  yelling  "6200!"  or  "w  atch 
out  below!'"  but  remember  that  despite  all  the 
noise,  the  market  has  been  dull  and  boring  since 
early  February. 

So  is  the  bond  market,  as  interest  rates  are 
unlikely  to  move  out  of  the  63/4%-to-7V/4% 
range.  If  they  w  ere  to  move  much  lower,  key 

This  is  potentially  the 
most  difficult  of  all 
markets,  where  there  is  a 
great  deal  of  noise  but 
not  much  meaning. 


issues,  such  as  Fannie  Mae,  American  Express 
and  electric  utilities,  would  exhibit  more 
life.  But  Fannie  Mae,  w  hich  closed  at  31  on 
June  10,  has  had  an  average  price  of  31V8 
since  the  end  of  March.  Any  significant  change 
in  bond  prices  would  be  manifested  in  these 
stocks.  However,  the  dullness  seen  in  these 
issues  suggests  that  bonds  like  stocks  will 
move  sideways  rather  than  up  or  down. 

My  stocks1  names  have  not  changed  much. 
In  May  I  mentioned  Wells  Farjj<>(245 ),  Aetna 
(72),  John  Deere  (42)  and  Philip  Morris  (101 ). 
Good  companies,  good  stocks,  good  positions. 
In  a  volatile  market  even  these  "good"  issues 
may  see-saw,  but  with  all  they  have  going  for 
them  they  are  all  but  certain  to  come  back 
and  go  up. 

If  your  time  horizon  is  not  measured  by 
your  wristwatch,  put  some  Lonvs  C  'orp.  ( 8 1 )  in 
your  portfolio.  Leave  it  there.  The  stock  is 
controlled  by  Larry  Tisch  and  family.  These 
people  are  smart,  prudent  investors.  In  a 
market  that  is  gyrating  and  volatile,  stability 
is  important  and  that  is  what  this  outfit  is 
all  about.  WM 
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Fidelity's  Magellan  Fund  sat  bearish  this 
past  six  months  while  the  market  levitated 
another  10%.  In  Jeff  Vinik's  words:  "Stocks 
appeared  historically  overvalued  relative 
to  bonds." 

I  give  Jeff  Vinik  high  marks  for  implement- 
ing his  cogent  strategy  of  capital  conservation 
in  a  frothy  market.  After  cutting  back  his 
overweighted  technology  holdings  to  a  rem- 
nant, Vinik  left  30%  of  Magellan's  assets  in 
cash  and  long-term  Treasurys.  This  is  an 
extreme  position  for  a  $56  billion  hind.  It 
called  for  enormous  courage,  fortitude  and 
conviction.  Alas,  in  the  performance  game,  six 
months  of  being  wrong  is  nearly  eternity. 

Nobody  talks  about  the  emotional  toll 
portfolio  managers  absorb  when  they  are  out 
of  sync  with  the  market.  The  capacity  to 
stand  alone,  to  think  abstractly  while  the  mar- 
ket, the  great  humbler,  periodically  bashes 
your  brains  in,  defines  stardom. 

You  don't  get  to  manage  a  $50  billion  pot 
of  money  overnight.  Money  managers  shine 
over  successive  market  cycles  because  they 
have  made  more  right  decisions  than  mis- 
takes. Vinik  put  40%  of  Magellan's  assets  in 
technology  a  year  before  the  group  forged 
ahead  to  market  leadership.  His  flexibility  in 
practically  eliminating  this  sector  at  year-end 
is  laudable,  but  unfortunately  added  nothing 
to  portfolio  performance. 

The  annualized  portfolio  turnover  rate  for 
Magellan  hit  155% — on  the  high  side,  even 
for  a  mutual  fund.  The  cost  of  buying  and 
selling  is  enormous  when  the  traders  see  you 
coming  and  going.  Bids  and  offerings  dry  up 
fast.  How  else  can  you  explain  5%  to  10% 
intraday  volatility,  even  in  big-capitalization 
names  like  IBM,  Hewlett-Packard  and  Intel. 

Did  Magellan,  Ned  Johnson's  flagship, 
need  a  new  admiral  on  the  quarterdeck?  No 
question.  Vinik's  dead  man's  portfolio  sug- 
gests a  burnt  out  case.  There's  a  deep  inter- 
nal contradiction  in  owning  basic  industrials 
and  2 5 -year  Treasurys  late  in  an  economic 
cycle.  You  don't  make  money  in  cyclicals 
unless  you  buy  them  close  to  the  bottom  of 
their  profit  cycle.  Vinik  was  trying  to  hide  in 
GM  and  Chrysler. 

The  five  largest  holdings,  almost  10%  of 
assets,  rest  in  Chrysler,  GM,  Caterpillar, 
Digital  Equipment  and  Deere.  All  except  DEC 
have  experienced  meaningful  profit  margin 
improvement.  If  GDP  accelerates,  they  will  do 


well,  but  what  about  Vinik's  bond  portfolio? 
In  an  environment  of  4%  GDP  momentum, 
interest  rates  have  no  room  on  the  down 
side.  The  Fed  will  tighten  and  inflation  must 
at  the  least  creep  up.  Thus,  the  dead  man's 
two-pair  hand. 

Now  for  the  sins  of  omission.  Not  only  did 
the  meat-ax  on  technology  cut  too  deep,  but 
the  value  construct  wasn't  fully  implemented. 
Aside  from  the  hold  on  dec,  a  fundamental 
mistake,  the  underweighting  in  retailing  hurt. 
There  was  too  much  in  rails  and  not  enough 

The  cost  of  buying  and  selling  is 
enormous  when  the  traders  see 
you  coming  and  going. 


in  airlines.  The  big  position  in  telephone  utili- 
ties was  a  redundancy  considering  the  com- 
mitment in  bonds.  Almost  total  elimination 
of  the  nondurable  growth  sector,  12%  of  the 
market,  caused  a  miss  in  some  good  stocks 
like  Amgen  and  Coca-Cola.  The  move  to 
market  weight  energy  was  a  good  call,  but 
overweighting  industrial  machinery  and  con- 
sumer durables  didn't  carry  the  portfolio. 
Overweighting  in  building  materials  and 
insurance  detracted  from  performance.  The 
macro  call  on  long  interest  rates  hurt. 

What  is  Magellan  doing  in  Japanese  banks 
and  ethical  drug  houses?  If  you  can  analyze 
Takada  and  Sumitomo  Bank,  you  can  do 
Amgen  and  Citicorp.  When  you  net  it  out, 
nearly  half  of  the  Magellan  portfolio,  includ- 
ing the  bonds,  was  tied  to  the  call  for  lower 
interest  rates.  The  other  half  was  a  bet  that 
the  economic  pace  would  quicken.  This  is 
an  internal  contradiction  most  difficult,  but 
not  impossible,  for  a  portfolio  manager  to 
rationalize.  My  sense  is  Vinik  tried  but  could 
not  convince  his  boss,  Fidelity's  Ned 
Johnson,  he  was  going  to  be  right.  If  this 
conversation  didn't  take  place,  it  most  cer- 
tainly should  have. 

Unlike  the  hubris  of  Morgan  Guaranty 
Trust  of  the  early  Seventies,  whose  money 
managers  inventoried  only  "one-decision" 
growth  stocks  at  50  to  70  times  earnings, 
Vinik's  portfolio  was  at  a  big  discount  to 
the  market.  The  great  humbler  got  both 
Vinik  and  Morgan.  Shareholders  should  be 
asking  themselves  what  the  real  costs  are 
for  turning  around  an  elephantine  fund  like 
Magellan.  BH 
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Monsieur  Hugo's 
holiday 

Guernsey  is  Europe's  Bermuda— a  haven 
for  both  money  and  tourists. 


By  Richard  C.  Morais 

Walk  down  the  cobblestone  streets 
of  St.  Peter  Port  and  you'll  notice  an 
impressive  lineup  of  brass  plaques: 
N.M.  Rothschild,  Republic  National 
Bank  of  New  York,  Credit  Suisse, 
Lazard  Brothers,  Bank  Julius  Baer, 
Ansbacher,  Chemical  Bank,  BankSar- 
asin.  This  could  be  Zurich. 

But  it  isn't.  St.  Peter  Port  is  the 
capital  of  Guernsey,  one  of  the  auton- 
omously governed  islands  between 
France  and  Britain  known  collectively 
as  the  Channel  Islands.  Through  a 
twist  of  Norman  history,  the  Bailiwick 
of  Guernsey  (which  includes  the  is- 
lands of  Alderney,  Sark,  Herm  and 
privately  owned  Jethou)  has  a  weird 
legal  setup.  It  is  a  possession  of  the 
British  Crown,  but  it  is  not  part  of  the 
U.K.  or  the  EU. 

Meaning  that  the  citizens  are  not 
subject  to  the  incentive-stifling  taxes 
that  beset  their  neighbors.  The 
60,000  residents  of  Guernsey — who 
cany  British  passports — pay  a  flat  20% 
income  tax,  which  supports  all  its  local 
services.  That's  it.  No  capital  gain  tax. 
No  vat.  No  death  duties.  No  gift  tax. 
I  mean,  this  is  like  the  1920s. 

Hence  all  the  banks.  Wealthy  Euro- 
peans, using  loopholes  in  their  ow  n 
country's  tax  laws,  stash  investment 
money  here  and  pay  no  capital  gain 
taxes.  Others  set  up  trusts  to  pass  on 
their  wealth  tax  free.  Mind  you,  this  is 
not  tax  evasion.  It  is  tax  avoidance. 

Guernsey's  75  blue-chip  banks 
have  on  deposit  $70  billion,  a  350% 
increase  since  1990.  Mutual  fund  as 
sets  have  tripled,  to  $21  billion.  Recent 
rule  changes  are  beginning  to  interest 
big  U.S.  mutual  fund  operators — 
which  would  operate  as  offshore  funds, 


as  do  a  number  of  Templeton  funds. 

Guernsey  is  also  Europe's  largest 
headquarters  for  captive  insurance 
companies,  with  295  registered.  "We 
are  the  Bermuda  to  Europe,"  says 
Chris  Le  Marchant,  assistant  supervi- 
sor of  banks  at  Guernsey's  Financial 
Service  Commission. 

Nearby  Jersey,  another  tax  haven, 
might  be  bigger,  but  Guernsey  is 
nicer  to  visit,  even  for  a  weekend, 


Guernsey's  St.  Peter  Port 
(above).  Victor  Hugo's 
house  (top  left),  open 
to  visitors;  inside,  seriously 
eccentric  decoration. 


from  France  or  Britain.  There  are 
frequent  ferries  from  Weymouth, 
Portsmouth  and  Cherbourg;  several 
British  airlines  tlv  directly  to  the  is- 
land. The  best  deal  (about  $120 
round  trip  in  economy )  is  the  well-run 
Jersey  European  shuttle  from  Lon- 
don's Gatwick  airport. 

Guernsey's  St.  Peter  Port,  charm- 
ing and  beautifully  maintained,  slopes 
dramatically  down  to  the  water  and 
dates  to  the  1 3th  century.  Druids  and 
Stone  Age  farmers  once  roamed  the 
island  and  left  enigmatic  stone  piles 
behind  them.  Neolithic  carvings  and 
burial  tombs  date  from  5000  B.C. 

Victor  Hugo,  the  French  writer 
best  known  for  he's  Miserables,  lived  in 
exile  here  from  1855  to  1870,  and  his 
fabled  house  at  38  Rue  Hauteville  (44- 
1481-72191 1 )  is  a  must.  "I  missed  my 
vocation,"  he  once  said,  "I  was  born  to 
be  a  decorator." 
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Noontime  cannon  firing;  cottage  on  Herm 

British,  sort  of,  with  a  lot  less  starch  and  much  lower  taxes. 


He  bought  good  antiques  cheap — 
spoils  from  local  privateers — then  cut 
up  the  chests  and  cupboards  and  tap- 
estries to  reassemble  them  in  ways 
that  pleased  him  more.  This  is  a  seri- 
ously eccentric  home.  A  chair  in  the 
dining  room  was  kept  empty  so  Hu- 
go's dead  ancestors  could  have  dinner 
("absence  is  presence'1'');  rare  china 
plates  were  kept  on  the  ceiling.  The 
guest  bed  made  for  Italy's  patriot 


Guiseppe  Garibaldi  is  looked  over  by  a 
spooky  ivory  head  that  is  half  skull  and 
half  face.  Garibaldi  never  show  ed  up. 

When  the  Germans  marched,  with- 
out resistance,  into  Guernsey  in  the 
summer  of  1940,  it  became  a  very 
well-fortified  part  of  Hitler's  "Atlan- 
tic Wall."  Walking  the  dramatic 
coastal  cliffs,  hikers  stumble  across  old 
German  bunkers  behind  even'  clump 
of  bluebells  and  brambles.  There's  the 


Undergound  Military  Museum,  a 
tunnel  built  to  refuel  U-boats  safe 
from  the  raf's  bombsights.  The  Ger- 
mans bored  41  such  tunnels  through- 
out the  island.  The  German  Occupa- 
tion Museum  is  in  Forest  (44-1481- 
38205),  just  a  few  minutes'  drive 
from  the  island  airport.  Nazi  posters 
warned  that  islanders  found  painting 
a  "V"  on  walls,  insulting  the  "Ger- 
man Force,"  or  releasing  carrier  pi- 
geons were  "liable  to  be  shot." 

Some  locals  were  indeed  shot  by 
firing  squads,  and  when  the  Allies 
starved  the  occupying  Germans  into  a 
May  1945  surrender,  they  starved  the 
locals  in  the  process. 

My  5-year-old  daughter  had  a 
ball — no  small  thing  in  the  U.K., 
where  most  hotels  and  resorts  actively 
enforce  the  spirit  of  W.G.  Fields.  Le 
Friquet  is  a  butterfly  farm  where  fluo- 
rescent butterflies,  some  the  size  of 
bats,  fly  freely.  There's  an  aquarium, 
where  kids  can  study  tidal  pools  and 
watch  stingrays  and  dogfish. 

Ferries  shuttle  to  the  other  Baili- 
wick islands.  Sark  is  an  all-day  affair. 
There  are  no  cars  on  the  island,  and 
donkey  carriages  transport  visitors  up 
and  down  the  cliffs.  Much  closer  is 
Herm,  also  car-free,  just  a  20-minute 
boat  ride  away. 

Herm  is  just  1 .5  miles  long  and  half  a 
mile  wide,  so  it  invites  a  pleasant,  stress- 
free  hike  along  paths  of  windswept 
fuchsia  and  hydrangeas.  There's  a  tiny 
stone  village  where  the  White  House- 
Hotel  (44-1481-722159)  serves  a  de- 
cent lunch  for  $15  a  head. 

Guernsey  food  is  French-influ- 
enced but  scarcely  nouvelle  cuisine: 
pork  and  mushroom  cream  sauces, 
curried  shrimp.  The  best  fish  we  could 
find  was  at  Les  Travailleurs  de  la  Mer, 
2  La  Tour  Beauregard  (44-1481- 
715933).  Otherwise  try  La  Fregate 
(44-1481-724624). 

There  are  two  four-star  hotels.  A 
top  suite  for  two  at  the  St.  Pierre  Park 
Hotel  costs  $400  a  night.  The  hotel 
features  a  golf  course,  but  it  is  out  of 
town  (44-1481-728282).  St.  Peter 
Port's  well-situated  Old  Government 
House  (44-1481-724921)  has  the 
ageless  charm  of  a  "grande  dame."  A 
double  suite  with  views  of  the  harbor 
costs  $217  a  night  in  season.  But  this 
old  lady  has  grown  rather  forgetful 
and  can't  deliver  a  room  service  tray 
without  leaving  off  half  the  order.  Hi 
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A  Raphael  in 
the  dustbin 

Amateur  art  detectives  are  finding  treasures  among  the 
many  anonymous  old  master  drawings  floating  around. 


By  Doris  Athineos 

three  years  AGO  graphic  designer  Jak 
Katalan  spotted  a  460-year-old  draw- 
ing of  a  bare-chested  saint  in  an  auc- 
tion catalog.  He  detected  strokes  of 
genius  in  the  rendering  of  the  saint's 
curly  hair  and  draped  skirt.  Ignoring 
both  the  $9,000  high  estimate  and  the 
artist's  name,  he  pushed  the  price  to 
$25,000  at  a  London  Phillips  auction. 

His  gamble  paid  off.  Two  weeks 
later  the  magazine-size  pen-and-ink 
drawing  tripled  in  value.  Why?  It  went 
from  being  attributed  to  third-string 
Domenico  Campagnola  to  big-hitter 
II  Sodoma — a  student  of  Leonardo 
da  Vinci. 

It  was  hardly  beginner's  luck.  Kata- 
lan  has  pinned  names  on  more  than  25 
Italian  old  master  drawings  within  the 
last  11  years.  "If  it's  a  really  good 
drawing,"  says  Katalan,  "eventually  I'll 
find  a  draftsman."  Last  year  his  draw- 
ings collection  traveled  to  the  Frick  Art 
Museum  in  Pittsburgh. 

It's  detective  work,  not  X-ray  tech- 
nology, that  led  Katalan  to  II  Sodoma's 
door.  "There's  nothing  in  a  drawing 
that  can't  be  seen  with  your  own 
eyes,"  says  curator  George  Goldner  of 
the  Metropolitan  Museum  of  Art.  But 
you  have  to  know  what  to  look  for. 
Katalan,  46,  a  partner  in  the  Manhat- 
tan graphic  design  firm  of  Lazin  & 
Katalan,  has  made  himself  an  expert  on 
the  subject  and  now  spends  hours  each 
day  scouring  auction  and  exhibition 
catalogs.  He  personally  tracked  down 
II  Sodoma  through  a  signed  painting 
by  the  artist  that  hangs  in  the  Nation- 
al Gallery  in  .on.  "I  spend  more 
time  looking  through  museums  than 
at  my  own  drawings,"  says  Katalan. 
There's  a  lot  to  look  at.  Any  Renais- 
sance artist  worth  his  smock  could 
draw,  and  did — of  n.  Sketches  and 
studies  were  used  as  marketing  tools. 


Artists  showed  clients  drawings  to  win 
painting  commissions.  Preparatory 
drawings  for  paintings  were  sometimes 
given  to  studio  assistants  or  pupils  as 
models  to  copy. 

Thousands  of  these  early  drawings 
survive,  but  artists  rarely  signed  them. 
Auction  house  specialists  often  ascribe 
these  unsigned,  early  drawings  to 


schools,  circles  and  anonymous  artists, 
and  keep  the  estimates  low — $2,000 
to  $5,000.  Sleuthing  out  the  hand  that 
put  pen  to  paper  can  pay  off. 

Last  year  Met  curator  Goldner  hit 
pay  dirt.  He  was  browsing  for  acquisi- 
tions when  he  spotted  a  drawing  of  a 
praying  bishop  in  a  London  Sotheby's 
auction  catalog.  Goldner  wasn't  inter- 
ested in  the  work  as  described  but  in 
what  he  suspected — the  hand  of 
Parmigianino  not  his  young  student 
Niccolo  dell'  Abbate,  who  was  credit- 
ed. Still,  he  wasn't  convinced  when  he 
snagged  it  for  $17,000.  Neither  was 
anyone  else;  it  sold  within  estimate. 

But  Goldner  and  another  curator 
went  to  work,  and  within  a  month 


they  were  able  to  trace  the  drawing 
back  to  Bologna,  Italy.  Known  as  car- 
toons, such  poster-size  drawings  were 
used  to  transfer  images  to  a  painting  or 
an  altarpiece.  With  Parmigianino  push- 
ing the  chalk,  "Study  of  a  Bishop"  is 
valued  at  $200,000. 

"Museums  have  a  big  advantage," 
admits  Goldner,  "We  have  a  lot  of  fire 
power — time  and  research  materials." 
They  also  have  an  in  with  other  art  his- 
torians who  call  the  shots.  After  all, 
attributions  ultimately  rest  on  scholars' 
judgments. 

"It's  not  a  field  for  the  faintheart- 
ed," laughs  Katalan,  who  chases  down 
information  at  libraries  in  the  Cour- 
tauld  Institute  and  the  British  Museum 
in  London  and  the  Musee  du  Louvre 
in  Paris.  "Mostly  you  need  the  right 
experts  to  be  convinced,"  he  says.  To 
further  his  aim,  he  publishes  discover- 
ies in  scholarly  journals  like  the  Revue 
du  Louvre  (Musee  du  Louvre)  and 


Amateurs  can 
outfox  scholars 
A  sharp-eyed 
buyer  gambled 
$25,000  that  this 
drawing  was  a 
study  for  the  oil 
portrait  below  by 
II  Sodoma,  a  pupil 
of  Leonardo.  He 
was  proven  right; 
the  value  of  the 
sketch  tripled. 
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Treasure  in  the  trash 
Chicago  curators 
dug  up  this  dust- 
covered  Raphael 
drawing. 

Value:  $2  million. 


Master  Drawings  (Pierpont  Morgan 
Library). 

Scholars  are  still  buzzing  about  the 
treasure  discovered  in  the  attic  of  the 
Art  Institute  of  Chicago.  Suzanne 
McCullagh,  curator  of  prints  and 
drawings,  and  research  curator  Laura 
Giles,  found  a  blackened  drawing  in  a 
dusty  box  that  had  been  overlooked 
for  43  years.  Giles  was  stopped  by  the 
delicate  lines  in  die  upraised  hand  and 
had  a  hunch. 

Late  last  year,  fueled  by  a  thumbs-up 
from  Raphael  scholar-  Konrad  Oberhu- 
ber,  McCullagh  flew  the  drawing  to 
London.  It  was  sized  up  against  69 
Raphael  drawings  at  the  Ashmolean 
Museum  at  Oxford.  Then  art  histori- 
ans from  Cambridge,  the  British 
Museum  and  the  Getty  dissected  the 
hand's  composition. 

The  verdict?  The  Art  Institute  of 
Chicago  now  owns  one  of  only  13 
known  Raphael  drawings  in  American 
museum  collections.  It's  valued  at 
about  $2  million.  What  was  the  tip- 
off?  To  map  out  where  he  was  going, 
Raphael  first  drew  with  a  pinpoint  that 
made  impressions  on  the  paper,  then 
used  black  chalk. 

"I  think  Raphael  would  be  amused 
at  all  this  fuss  over  a  hand  study," 


Gold  is  in  the  details 
A  Met  curator's 
hunch  paid  off 
when  this 
$17,000  drawing 
turned 
out  to  be  a 
cartoon  by 
Parmigianino, 
worth  $200,000. 


laughs  McCullagh.  "They  weren't 
drawn  for  us  to  pore  over." 

It  wasn't  until  the  18th  century  that 
drawings  were  framed  and  hung  on 
the  wall.  Collectors  George  and  Maida 


Abrams  have  chased  down  500  17th- 
century  Dutch  drawings  over  35  years. 
Of  course  they  have  the  requisite  Rem- 
brandt landscapes,  but  also  a  slew  of 
no-name  drawings,  which  posed  a 
challenge.  "It's  more  fun  working  the 
byways  sometimes,"  says  Abrams,  a 
Boston  lawyer. 

One  artist  Abrams  started  collecting 
in  1962  was  Jacques  de  Gheyn  II,  then 
widely  ignored.  But  during  the  1980s 
the  aristocratic  still-life  painter,  who 
was  in  service  to  the  Dutch  court,  was 
discovered  by  scholars  and  curators.  A 
couple  of  pen-and-ink  drawings 
acquired  by  the  Abramses  for  less  than 
$10,000  are  valued  at  about  $100,000 
apiece  today. 

That's  why  anonymous  drawings 
may  be  just  right  for  novices,  says  Scott 
Schaefer,  Sotheby's  old  master  drawing 
specialist.  "If  you  buy  a  drawing  that's 
anonymous  or  'school  of,'  then  you're 
paying  for  the  quality  of  the  drawing." 
If  it  doesn't  become  valuable,  you'll 
still  have  some  pretty  nice  400-year-old 
drawings  on  the  wall,  regardless  of 
who  the  artist  is. 

You  can  find  plenty  of  nameless 
drawings  to  choose  from  at  Christie's 
and  Sotheby's  old  master  drawings 
sales  in  New  York  in  the  winter  and  in 
London  in  the  summer.  Hotel  Drouot 
in  Paris  (33-1-48-00-20-20)  and 
Phillips  in  London  (44-171-629- 
6602)  don't  show  many  old  drawings 
in  their  catalogs,  so  many  potential 
finds  slip  through  the  cracks.  Note:  If 
you  buy  something  that  is  attributed 
by  a  dealer,  make  sure  the  artist's  name 
is  written  on  the  receipt.  That  way  it 
can  be  returned  if  it  doesn't  check  out. 
Major  dealers  include  Otto  Naumann, 
Colnaghi  Drawings,  and  Jill  Newhouse 
in  New  York;  Mia  Weiner  in  Norfolk, 
Conn.;  Katrin  Bellinger  in  Munich; 
and  Hazlitt,  Gooden  &  Fox  in 
London. 

To  see  the  best  old  master  drawing 
collections  in  the  U.S.  visit  the  Art 
Institute  of  Chicago;  the  Fogg  Art 
Museum  at  Harvard;  the  Getty  in 
Malibu  and  the  Metropolitan  Museum 
of  Art  in  New  York.  To  keep  up  with 
new  discoveries  in  master  drawings, 
subscribe  to  the  quarterly  journal  pub- 
lished out  of  the  Morgan  Library 
(212-685-0008,  ext.  342;  $60). 
Recent  auction  prices  are  published  in 
the  bimonthly  newsletter  Drawing 
(212-563-4822;  $50).  mm 
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Receive  Value  Line  Nf 
for  only  $75  $55 

An  Introductory  subscription  lo  The  Value  Une  Investment  Survey 

™»   brings  you  the  2000-pagc  Investors  Reference  Library — Value  Line's  most  recent 
Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  in 
vnon  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  lor  $93  $65  Available  only  once  every  three  years  lo  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95)  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  interest, 
contributed  by  32  industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)Your  subscription  to  Value  Line 
may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toil-Free  1-800-833-0046 

(Ext.  2903-Oept.  91 6C01 )  American  Express.  MasterCard  or  Visa.  24  hours  a  day,  7  days 
a  week  If  you  are  noi  completely  satisfied  return  all  materials  in  good  condition  within  30  A 
.days  from  the  start  of  your  subscnption  for  a  full  refund  of  your  fee.  Allow  4  weeks  tor  jA 
||v     delivery  NY  residents  add  sales  tax.  Foreign  rates  upon  request  jmi$$ 


/The  Value  Line  Investment  Survey® 

fester  PO  Box  3988  New  York.  Jkm 
^-^JVYinOOS  39K8  „„.--"•" 

-   '~- — -~  —~ ~~        ■   ;„ 


OTC  Financial  Network 

Premiere  Research-Driven  Investor  Relations 

•  Custom  Research  Reports 

•  Complete  Range  of  IR  Services 

Contact:  Geoffrey  Eiten 

Toll  Free:  888-439-2787 
http://www.otcfn.com 


EXECUTIVE 
CONSULTING 


$100,000+  INCOME  POTENTIAl 


Lucrative  opportunity  offering  two 
unique,  "bottom-line"  consulting 
services  to  a  broad  spectrum  of 
companies.  Ranked  by  Money 
magazine  among  the  top  10  home 
businesses  with  best  growth  and 
highest  income  potential.  Training 
and  support  provided  by  affiliate 
of  a  30-year-old  CPA  firm.  If  you 
have  natural  business  acumen,  a 
strong  desire  for  personal  and  fi- 
nancial independence,  and  about 
$13K  start-up  capital,  call  for 
details  with  NO  OBLIGATION. 

800-660-0330 

Mon-Fri 
9am -5 :30pm.  CDT 


SiSK 


Annual  returns  of  up  to  20  percent  on 

your  stock  portfolio  are  achievable  with  a 
minimum  amount  of  trading.  For  a 
sample  copy  of  a  newsletter  "Moderate 
Trader"  send  $3  check  or  money  order  to: 

Evergreen  Publishing,  Inc. 

5350  N.  Lincoln  Ave. 
Boxl24-F14  - 
Chicago,  !L  60625 


Build  a  successful  business 

using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


How  Wealthy  Investors 
Average  60.8%  Annually 

If  you  had  invested  $25K  in  one  of  our 
managed  futures  programs  in  Mar.'89,  your 
account  would  now  be  worth  $430,203! 

Call  For  FREE  Report 
1-800-619-0106  Ext.  386 

Lloyd,  Stevens  &  Co.  30  Wall  St.  NY  NY  IWI0S 
Past  Performance  Doesn't  Guarantee  Future  Rrstilis 


Success  Television 

New,  international  television 
network  devoted  to  personal  and 
professional  achievement,  career 
and  family  programming.  Shares 
its  profits  with  its  viewers.  FREE 
Satellite  system.  FREE  monthly 
programming.  1-800-295-2148. 
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your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 

1-800-877-1103 

Francorp 

Specialists  in  Francftse  Development  FB 


if 

ft 

II 

$80  Fop  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  Medical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471  -1 280. 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  In  Delaware  Corporations  &  LLC's. 


*25 


plus 

state  fees 


CoroCd800-518  7407 

52gK3£»  PAX  502-652  6760 

http://www.corpco.com 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas.  BVI.  Cavman 
Trusts  -  Bank  &  Securities  Aects 
CreditCards  -  Address  is.  Phone  Service 

(800)  551-9105  yruversalB 

http://www.ifu.net/ucs 


SPEAK  &  GROW  RICH 

Int'l  seminar  company  offering  a 
proven  opportunity.  Products 
endorsed  by  major  corporations. 
Complete  training  and  support. 
Unlimited  potential. 

(905)  678-7088 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft. 
Boat  &  Shelf  Corporations 
VkiuUKirr  Call/Write  for  FREE  KIT: 
MRvtSfrv  PO.BOX484-FB 
mjK?        Wilmington,  DE  19899 
SB  XJfci  800-321-CORP- 302-652-6532 


Judgement-Proof  Assets! 


Our  financial  solutions  protect  assets 
from  the  many  perils  of  wealth,  from  the 
irs  to  lawsuits  to  greedy  relatives!  Find 
out  how.  Call  us  today  at  1  -801  -266-31 1 7. 


Mer 


.it  r-  Assc 


i 


MISCELLANEOUS  FOR  SALE 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-Any  quantity!- 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42341 

1-800-844-3100  or  FAX  502  +  338-96(11 


University  Degree 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctor 

Emphasis  in  Business  Admin.  Public  Ado 
Health  Care  Admin,  Human  Resources 
Finance,  International  Business,  Tech  Mgr 
Law.  Paralegal  Psychology  Call  tor  brochi 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St -F.  Santa  Ana,  CA  92705 


KKMBf/rf* 


BACHELOR  •  MASTER  .  DOCTORA 


f 

■  •  Management  •Education 
9  ©Engineering    •Computet  Science 
I  •Theology       •Chemical  Depend. 
I  *     -  •  Hotel  &  Rettaurai 


La  Salle 


(800)955-887 


UniversityMandevine  la  7047040a 


DOWNLOAD 
ASIA  INTO 
YOUR  PC. 


THE  ASIA  750G 


ASIA'S  7500 

Largest  Companies 

NOW  ON  DISK! 

Buy  now  at  50%  savings! 
Charter  introductory  pric 
only  $750.00  Plus  a  free 
one-year  subscription  to 
New  Asia  Review 
quarterly  journal. 


J^f^       CALL  or  FAX 
™Kr    (203)  222-9734 
FOR  DETAILS 
10  Bay  Street. 
Westport.  CT  06880 
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EXECUTIVE  GIFTS 


Back  pain? 


I       Based  on  the  Alexander 
Technique.  PosturEvolution  is  not 
,     simply  a  seating  device,  it's 

;a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


TRAVEL 


rrhe  Vacation  of  ^ 
a  lifetime... 

The  \ 
Yacht 
Charter 
Guide 

is  your  licket 
lo  get  there  Detailed 
listings  include ... 

•  500  pages  o 
Int'l  Listings  &  Photos. 

•  Bareboat  (skipper-yourself)  Companies  &  Fleets 

•  Charter  Brokers  k  Yacht  Mngt  Companies 

•  Crewed  Power  &  Sail  Yachts  &  Canal  Barges. 

•  Charter  Rates  &  Yacht  Descriptions. 

The  Most  Complete  Directory 
of  its  Kind  in  the  World! 

Call  Today  (617)  497-7104 

104  Mt.  Auburn  St.  Cambndgc,  MA  02138 
Fax:  (617)  868-5335 


End  Roofing  Worries 


RUSTIC  SHINGLE 

Wood  Shake  Beauty 
Lifetime  Warranty 
Maintenance  Free 
Fire  Safe 

Proven  Since  1959 

PO  Box  701,  Dept.  F,  Piqua,  OH  45356 


1-800-543-8938 


BUSINESS  FOR  SALE 


"FOR  SALE  BY  OWNERS 

E STOBES  •  RESTAURANTS  •  MOTELS  • 
NURSERIES  •  NURSING  HOMES  •  PERSON 
AUTO  SEftV.  •  MFG.  •  WHSLE  OISTR    •  ( 
MISC.   RETAIL  •  TRANSPORTATION 
5.E  &  MID  ATLANTIC  ONLV  • 
FROM  S50M«  SOME  WITH  TERMS  • 
NO  FEES  TO  BUYERS 

,  WORLDWIDE 

-800-240-7355 


rF7anchiIing."1 

I  Franchise  your  business  for  growth  I 
I  and  success  Call  Franchise 
|  Developments,  Inc..  the  nation's  most  | 
■  experienced  franchise  consulting  firm  t 
|(412)  687-8484  or  800-576-5115  pp| 


Money  in  the  Ground 

Insider's  Guide  to  Oil  Deals. 


"Don't  lay  a  nickle  on  the  table 
until  you've  read  this  book." 
Doug  Bentin,  Oklahoma  Gazette. 


To  Order:  800  /  355  2726 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


All-inclusive  fractional  ownership 
of  Learjet  and  Challenger  aircraft 
with  costs  tailored  to 

your  exact  requirements. 

Call:  1-800-590-JETS 


J 


BUSINESS 

JetSolutions 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


MANAGEMENT  SKILLS 


STEALTH 

MANAGEMENT 


Lead  Your  Company  to 
Management  Success. 

Here's  what  business 
leaders  say  about 
Stealth  Management 

"should  be  required 
rvading  for  every  MBA  " 


"a  bonanza  for  owners 
and  key  managers. " 

'What  Will  Rogers  might 
have  written  had  he  gone  to 
Harvard  Business  S<  \i,><>1 


Hardcover  $27.95  -  Books  On  Tape  $59.95 
Call  or  lai  orders  800-430-4980  Fax  918-584  4980 


Stealth  Management  Institute.  Inc. 


Seeking  Manufacturer  to  market 

and  build  under  license,  'Kar-Kool'.  Keep 
vehicle  cool  while  parked  and 
in  transit  without  using  gasoline  or 
Freon.  Ideal  for  hot.  arid  climate. 
Licenses  available. 

US  $10,000:  non-exclusive. 
US$100,000:  exclusive. 
602-234-7924  (fax) 


ART/COLLECTIBLES 


SALVADOR  DALI 


"Drawers  of  Memory" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare.  Authentic. 
Dali  Limited  Editions  From  The 
#1  Source  of  Dali  Graphics 

SILVERSTATE  FINE  ART 

Color  Catalog  Available 
1-800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


EXECUTIVE  GIFTS 


HAND  CARVED  GLASS 

JACOBSON'S  puts  more  than 
200  years  of  American 
craftsmanship  on  YOUR  desk 
with  a  cut-glass  nameplaque. 

FREE  details,  CALL  NOW! 

(800)  937-5742  ext.  8592 


E5E 


CARVED  MAHOGANY 
$ 


•  16  to  77  modeii  ore  hond 

Crowed  *'Om  iOli<J  fnohogony  «ith 

hortdpaintefj  moHiingi  and  de'o»j 

•  Ove'  lAOmode'i  in  Hod 

•  Priced  from  S»  50 

•  Sohsfattpon  guaranteed 

Call  1-800  950  9944 
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1 

MELATONIN 

Why  pay  retail?  Save  30  to 
40%  by  buying  direct! 
Buy  60  ct  3  mg  tablets  for  $7.95  plus 
$1 .00  p&h.  Send  check  to  Melatec, 
PO  Box  956367,  Duluth  GA  30136 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  620-2440  or  FAX  (212)  620-2472,  e-mail:  lloren@forbes.com 
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Lee  Lorenz 


A  new  New  Yorker  treasure! 

A  big,  charming,  funny,  and  serious  book 
in  which  400  great  New  Yorker  cartoons,  covers, 
spots,  caricatures  and  photographs 
illustrate  the  behind-the-scenes  story  of 
the  art  of  The  New  Yorker  through  the  decades. 


Stories  of  the  artists.. .anecdotes 
of  life  at  Die  New  Yorker  from 
the  Harold  Ross  years  to  the 
present... how  Die  New  Yorker 
has  revolutionized  the  Ameri- 
can cartoon  and  interpreted 


the  changing  scene... and  a 
glorious  array  of  the  art  itself 
in  black-and-white  and  in 
full  color — the  published  and 
unpublished  work  of  the 
New  Yorker  greats  from  Peter 


Arno,  James  Thurber,  Helen 
Hokinson,  Ed  Koren,  William 
Steig,  George  Price,  George 
Booth  and  Charles  Addams  to 
Saul  Steinberg,  Edward  Sorel 
and  Roz  Chast. 


Told  by  Lee  Lorenz,  the  magazine's  art  editor  for  two  decades 

At  all  bookstores  Knopf 


EDITED  BY  DERO  A.  SAUNDERS 


One  way  the  air 
industry  got 
started  in  the 
1920s:  Have  a 
taxicab  deliver 
a  prospective 
passenger  to  a 
gypsy  flier. 


"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  rHE  issueofJuly  1,  1926) 
"The  whole  trouble  with  the  radio 
industry  is  a  lack  of  proper  publicity 
and  advertising  at  the  proper  time. 
There  is  absolutely  no  effort  to  boost 
sales  when  things  begin  to  give  way. 
There  is  absolutely  no  summer  sales 
effort.  When  summer  comes,  the  av- 
erage radio  store  proprietor  simply 
folds  his  hands  and  goes  to  sleep." 

"■Despite  heroic  attempts  at  arbitra- 
tion or  other  means  of  settlement,  the 
great  [British]  coal  strike  swings  on 
into  its  third  month.  The  miners  are 
reported  w  illing  to  return  to  the  pits 
status  quo  but  will  not  listen  to  a 
penny  off  their  wages.'" 


The  essence  of  Twenties  sporty  living:  a 
Star  roadster  with  rumble  seat. 


60  years  ago 

pROM  THE  ISSUE  of  July  1,  1936) 
"The  first  half  of  1936  has  shown 
considerable  improvement  over  the 
first  half  of  last  year.  The  extent  of  the 
betterment  has  been  fairly  well  main- 
tained during  recent  months.  The 


opening  of  the  new  half-year  rinds 
railroads  earning  somewhat  heavier 
traffic  and  making  distinctly  better  fi- 
nancial showings.  The  auto  industry 
has  tared  extraordinarily  well,  with  bet- 
ter results  in  1936  than  since  1929." 

"The  sterilization  of  air  about  to 
enter  a  room  is  of  course  particularly 
significant  to  manufacturers  of  food- 
stuffs and  other  perishable  products. 
What  now  makes  sterilization  feasible 
is  the  development  of  [an  economi- 
cal] gas-filled  glass  tube  which  gives 
off  invisible,  germicidal  rays  when 
electricity  is  passed  through  it." 

50  years  ago 

(From  the  issue  of  July  1,  1946) 
"The  least-discussed  menace  to  our 
economic,  our  national  well-being  is 
the  appalling  falling  off  in  the  day's 
work  done  by  wage  earners.  Union- 
ism is  mainly  responsible.  Americans 
who  pride  themselves  on  their  skill, 
their  craftsmanship,  their  ability  to 
excel  in  quality  and  quantity  output, 
now  find  they  are  bossed  by  shop 
stewards,  dictatorial  union  leaders." 

"The  latest  wrinkle  in  quick-freez- 
ing is  the  Glenn  L.  Martin  Co.'s 
method,  whereby  fruits  and  vegeta- 
bles are  frozen  in  actual  flight.  Loaded 
into  a  plane  without  any  ground 
freezing,  they're  flown  up  into  the 
sub-zero  stratosphere,  where  the  for- 
ward hatch  is  opened  to  allow  air  to 
pour  in  and  circulate  around  the 
cargo  space." 

25  years  ago 

(From the  issue  of  July  1,  1971) 
"During  the  1968  election  and 
since,  President  Nixon  has  promised 
to  protect  southern  jobs  by  holding 


back  the  Hood  of  Japanese  textile 
imports.  It  has  been  a  part  of  the 
Republican  'Southern  Strategy.'  It 
would  appear,  however,  that  Repre- 
sentative Wilbur  Mills  has  outflanked 
Nixon.  A  mere  Representative  bypass- 
ing the  White  House  and  State  De- 
partment? There  is  nothing  'mere' 
about  Mills,  and  foreigners  who  know 
Washington  know  full  well  that  the 
White  House  can  do  little  in  the  eco- 
nomic field  without  Mills'  approval." 

10  years  ago 

(From  the  issue  of  Junk  30,  1986) 
"The  grandfather  of  commercial 
computers,  Sperry  Corp.'s  Univac  I 
(Universal  Automatic  Computer), 
turns  35  this  month.  The  Census 
Bureau  bought  the  first  in  1951.  De- 
veloped by  co-inventors  J.  Presper 
Eckert  and  John  Mauchlv  of  the  Eck- 
ert-Mauchly  Computer  Corp.,  it 
weighed  in  at  15  tons,  stood  9  by  7  by 
14  feet." 


Falconbridge  CEO  William  James. 


"Last  March,  in  a  paroxysm  of  Canadi- 
an privatization,  the  Kidd  Creek  [ore 
body]  changed  hands  again — this  time 
in  a  $615  million  deal  with  Toronto's 
nickel  giant  Falconbridge  Ltd.,  and 
Kidd  Creek  has  already  begun  trans- 
forming Falconbridge.  Falconbridge's 
boss,  chunky,  gravel-voiced  William 
James,  57,  paid  a  $245  million  premi- 
um (66%  over  book  value)  for  the 
property.  Did  he  pay  too  much?  'The 
book  doesn't  mean  anything,'  James 
says.  'You  base  these  acquisitions  on 
future  cash  flow.' "  ■■ 
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In  these  striking  times 
there  s  an  understandable 
tendency  on  the  part  of 
those  struck  to  deplore 
with  vehemence  the  ready 
availability  of  unemploy- 
ment insurance  for  workers 
not  working.  In  fact,  only 
a  fraction  of  those 
collecting  unemployment 
compensation  are  strikers. 
And  only  a  small  percentage 
of  those  collecting 
unemployment  compensation 
are  unwilling  to  work.  In 
these  times  of  wide  and 
widening  unemployment — 
reaching  near  to  5  million 
at  the  moment — it  shouldn't 
take  much  thought  to  make 
one  glad  unemployment 
insurance  is  as  substantial 
and  of  as  long  duration 
as  it  is. 

-Malcolm  Forbes  (1971) 


A  Text  .  .  . 

Let  the  words  of 
my  mouth,  and  the 
meditation  of  my 
heart,  be  acceptable 
in  thy  sight,  O  Lord, 
my  strength  and  my 
redeemer. 
-Psalms  19:14 


Sent  in  by  E.G.  Johnson, 

Wichita,  Kans. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 


Knowledge  is  free  at  the 
library.  Just  bring  your 
own  container. 

-Anonymous 

It  is  good  to  have  an  end  to 
journey  towards,  but  it  is 
the  journey  that  matters,  in 
the  end. 

-Ursula  Le  Guin 

Don't  let  us  make  imaginary 
evils,  when  you  know  we  have 
so  many  real  ones  to  encounter. 
-Oliver  Goldsmith 

The  guy  who  wrote  "A  job 
well  done  never  needs  doing 
again"  never  weeded  a  garden. 
-Anonymous 

I  think  there  are 
probably  more  closet 
conservatives  in  Hollywood 
than  there  are 
closet  homosexuals. 
-Charlton  Heston 


Morality  is  the  custom  of 
one's  country  and  the 
current  feeling  of  one's  peers. 
-Samuel  Butler 

A  promise  is  an  I.O.U. 

-Robert  Half 

Our  language  is  a  maze 

of  quirks, 
With  meaning  odd  or  gone: 
If  at  the  top  are  those 

well-off, 
Are  those  below  well-on? 
-Art  Buck 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Each  individual  volume  (1,  2  or  3)  is  available 
for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  37?"  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-2344553  and  charge  to  your  credit  card. 


The  three  grand  essentials 
of  happiness  are:  something 
to  do,  someone  to  love,  and 
something  to  hope  for. 

-Alexander  Chalmers 

Since  when  was  genius 
found  respectable? 
-Elizabeth  Barrett  Browning 

The  body  is  your  instrument 
in  dance,  but  your  art  is 
outside  that  creature,  the  body. 
I  don't  leap  and  jump  any 
more.  I  look  at  young  dancers 
and  am  envious,  more  aware 
of  what  glories  the  body 
contains.  But  sensitivity 
is  not  made  dull  by  age. 
-Martha  Graham 

Words  once  printed  assume 
a  life  of  their  own. 

-WlLMA  ASKINAS 

My  ancestors  wandered  in  the 
wilderness  for  40  years  be- 
cause even  in  biblical  times, 
men  would  not  stop 
to  ask  directions. 
-Elayne  Boosler 

Without  lies,  humanity  would 
perish  of  despair  and  boredom. 

-Anatole  France 

A  good  education  prepares  a 
child  to  be  a  good  employee 
and  a  good  citizen — in  that 
order,  with  the  importance 
of  the  former  never  ex- 
ceeding the  importance 
of  the  latter. 

-CULLEN  HlGHTOWER 

It  takes  your  enemy  and  your 
friend,  working  together,  to 
hurt  you:  the  one  to  slander 
you,  and  the  other  to  bring 
the  news  to  you. 
-Mark  Twain 

The  path  to  oblivion  often 
goes  through  a  triumphal  arch. 

-Don-Aminado 
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INCREASE  YOUR 

EXEMPTIONS 

UP  TO  $143  MILUON ! 

REVOLUTIONARY  NEW  ESTATE  PLANNING  APPROACH  INCREASES  THE  VALUE  OF  YOUR 
EXEMPTIONS  FROM  3  TO  120  TIMES,  IN  EFFECT  MAKING  YOUR  ENTIRE  ESTATE  TAX  FREE. 

THIS  IS  NOT  ADVERTISING  HYPE.  THIS  IS  A  FACT! 


Barry  Kaye,  author  of 
Die  Rich  &  Tax  Free!, 
Save  a  Fortune  On  your 
Estate  Taxes  and  Live  Rich 


If  your  estate  is  worth  over  $3  million,  it 
will  be  reduced  to  half  that  amount 
after  your  heirs 
pay  Uncle  Sam 
55%  of  your 
total  worth,  less 
your  $600,000 
exemption.  Now 

Ijk      t    |j|     how  to  increase 

WL  m  tne  va'ue  °f  y°ur 
exemptions  to 
previously  un- 
heard of  amounts. 
Using  my  technique,  an  80  year  old  male 
and  his  spouse  can  effectively  raise  their 
exemptions  up  to  six  times;  up  to  ten 
times  at  ages  70,  twenty  times  at  60  and 
one  hundred  twenty  times  at  ages  30. 

USE  IT  OR  LOSE  IT! 

If  you  are  worth  over  $10  million,  your 
$600,000  exemptions  are  really  mean- 
ingless. That's  because  when  you  die, 
your  heirs  will  pay  Uncle  Sam  not  55%, 
but  60%,  after  the  first  $10  million.  In 
effect,  the  additional  5%  voids  your 
exemption. 

That's  why  I  urge  you  to  use  your  exemp- 
tions during  your  lifetime,  effectively 
increasing  values  to  cover  the  taxes  on 
estates  worth  not  only  as  much  as  $10 
million,  but  up  to  $71 ,7  million! 


"BUY"  ADDITIONAL  $600,000 
EXEMPTIONS  AT  REDUCED  COSTS 

Even  if  you  have  already  used  your  exemp- 
tions, with  life  insurance  as  your  funding 
mechanism,  you  can  effectively  increase 
the  amount  of  those  exemptions  many- 
fold.  Some  have  compared  my  new 
approach  to  investing  in  real  estate  or 
the  stock  market;  any  of  which  you  can 
buy  now,  in  expectation  of  increasing 
your  outlay  to  a  much  greater  sum  in 
the  future. 

However,  with  insurance,  which  can  even 
be  financed,  at  no  cost  during  your  lifetime, 
there  is  no  speculation  involved.  Life  insur- 
ance companies  always  pay  the 
promised  amount.  And  Uncle  Sam  will 
be  paid  every  dime  you  owe  by  the  pro- 
ceeds of  your  policy;  not  by  your  heirs' 
assets! 

CALL  (800)  DIE  RICH  NOW 
TO  FIND  OUT  IF  YOD  QUALIFY 

Your  financial  planner,  accountant  or 
attorney  can  help  reduce  your  estate 
taxes  by  restructuring  your  assets  and 
setting  up  charitable  remainder  or  lead 
trusts,  irrevocable  and  generation  skip- 
ping trusts,  family  limited  partnerships 
and  other  devices. 

Unfortunately  this  can  only  convolute 
your  assets.  Clearly,  conventional  wis- 
dom works,  and  for  many  it  is  still  the 


answer.  But  now,  for  those  who  qualify, 
the  means  to  effectively  exempt  your  heirs' 
entire  legacy  from  estate  tax  costs  may 
be  a  phone  call  away.  For  a  free  estimate 
of  how  much  you  can  increase  your 
exemptions,  just  call  (800)  3a3-7424. 

GET  MY  VALUADLE  NEW  REPORT 
ARSOLOTELY  FREE  WHEN  YOD  DDY 

Bit  RICH  AND  TAX fRtt! 

Purchase  my  best-selling  book,  Die  Rich 
and  Tax  Free!  for  just  $29.95  and  get 
a  FREE  copy  of  my  valuable  report,  A 
Revolutionary  New  Estate  Planning  Tool. 

Or  buy  both  the  book  and  21/2  hour 
estate  tax  cost  discount  video  seminar, 
Save  A  Fortune  On  Your  Estate  Taxes. 

$130 

value 
Only 

$" 


272  HR.  VIDEO 
$100 
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Please  add 
SSH$4  10 
and  ST  where 
applicable 
MC  and  VISA 
accepted 


BEST  SELLING 
BOOK  $29.95 


CALL  (800)  343-7424 


Barry  Kaye  Associates 

Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

1901  AVE.  OF  THE  STARS'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)  282-0775 
http://www.  cybergate.  com/barrykaye 
All  figures  depend  on  your  age,  sex,  mental  status  and 
non-guaranteed  current  assumptions  of  interest  and  mor- 
tality, using  an  individual  or  last-to-die  life  insurance  policy 
based  on  current  tax  law. 

©  1 996  Barry  Kaye  Associates  Wealth  Creation  Centers® 


108  Asia 

"Asia  is  bound  on  a  path  that  will  lift  it  to 
world  economic  don^nance  within  the 
next  20  or  30  years. " 


49  Regions: 
Roswell,  N.M. 

Did  space  aliens 
land  here? 


46  HMOs 

The  perils  of 
shopping  for 
a  new  health 
care  package. 


On  the  Cover 

108  The  Pacific  century 

Why  East  Asia's  growing 
economic  power  will  be 
a  boon  to  the  U.S. 
By  Andrew  Tanzer 

116  "A"  is  for  arbitrage 

How  William  Louis- 
Dreyfus  revived  his  fami- 
ly's faltering  business. 
By  Joshua  Levine 
and  Graham  Button 
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126  The  index 

The  International  500 
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Management, 

Strategies, 

Trends 

42  Snake  eyes? 

Folks  still  flock  to  Las 
Vegas,  but  they  ain't 
betting  like  they  used 
to.  Is  the  long  boom 
finally  over? 
By  Seth  Lubove 

49  Regions 
Unidentified  flying 
dollars 

P.T.  Barnum  is  alive 
and  apparently  living 
in  New  Mexico. 
By  William  P.  Barrett 

60  Amerigon 

A  practical  model  may 
never  hit  the  highways, 
but  the  electric  car  has 
already  made  a  lot  of 
money  for  Lon  Bell. 
By  Seth  Lubove 


COVER  ILLUSTRATION  BY  MARK  HESS 


64  Relational 
Investors  L.P. 

Having  helped  bring 
down  his  mentor,  T. 
Boone  Pickens,  David 
Batchelder's  out  to 
show  what  he  can  do 
on  his  own. 
By  Seth  Lubove 

68  Up  &  Comers 
Cruise  America 

Renting  RVs  sounded  like 
a  great  niche  business. 
When  it  didn't  quite 
work,  Randall  Smalley  cut 
his  RVs  in  two.  It's  work- 
ing better  now. 
By  Damon  Darlin 

70  Starting  Your 
Own  Business 
SkyMall 

Robert  Worsley  almost  sti- 
fled a  great  idea  by  throw- 
ing too  much  money  at  it. 
Like  an  overindulgent 
parent,  his  chief  backer 
was  too  generous. 
By  Suzanne  Oliver 


74  Young  Broadcasting 

Though  high  leverage 
only  recently  put  it  at  the 
brink  of  bankruptcy,  this 
outfit  is  again  piling  on 
the  debt. 
By  Howard  Rudnitsky 

International 

54  Shortchanged 
investors 

While  Japan  got  rich,  it 
treated  its  savers  and 
investors  badly.  That's 
changing,  and  U.S.  mutu- 
al fund  outfits  hope  to 
cash  in. 
By  Neil  Weinberg 

Law  and  Issues 

44  Grabby  governments 

Fueled  by  optimism  about 
what  government  could 
accomplish,  the  industrial 
nations  embarked  on  an 
orgy  of  government 
spending.  The  optimism 
has  faded,  but  the  orgy 
isn't  over. 
By  Peter  Brimelow 
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320  Taxing  Matters 

Want  to  give 
money  to  your 
grandchildren? 
Think  twice. 


46  Don't  let  them  rush 
you  into  an  HMO 

There  are  alternatives  that 
may  be  better  than  man- 
aged care  for  both 
employee  and  employer. 
By  Brigid  McMenamin 
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Technology 

86  Cyberfarm 

Rather  than  carpet  bomb 
their  fields  with  pesticide 
and  fertilizer,  computer- 
savvy  farmers  can  now 
target  each  square  foot 
individually. 
By  Christine  Lutton 
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318  The  Funds 
Relativity 

It's  pretty  hard  to  find  a 
low  price/earnings  ratio 
these  days,  so  how  about 
a  relatively  low  P/E? 

By  James  M.  Clash 

319  The  Funds 

If  you  want  only  the  best 

Mirror  image  of  value 
investing:  buying  premi- 
um companies  at  premi- 
um prices.  It  works  for 
some  stock  pickers, 
including  the  two  men 
running  William  Blair 
Growth. 
By  Thomas  Easton 

320  Taxing  Matters 
Tax  hell 

Are  wealthy  people  worse 
than  criminals?  Well,  the 
tax  code  slaps  them  with 
bigger  penalties. 

By  Laura  Saunders 


Personal  Affairs 

336  The  magical 
Dordogne 

Haunted  for  25  years  by 

a  passage  in  a  book,  this 

author  finally  visits  an 

ancient  corner  of  France. 

The  reality  equals  the 

expectation. 

By  James  W.  Michaels 
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MasterCard' 


is  developing 


electronic  money 


you  can  use 


instead  of  cash. 


You'll  be  able  to 


load  your  card, 


use  it,  then 


load  it  again. 


It's  that  simple. 


k's  Si 
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trees. 


h's  stored  on  databases,  silly. 
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YOU'RE  WRONG. 
You've  made  the  same  mistake  as  the  show  organizers  —  assuming  the 
man  was  a  professional  photographer  merely  because  of  his  Olympus® 
camera.  While  it's  true  many  professionals  use  an  Olympus  as  their 
snapshot  camera,  this  doesn't  mean  everybody  with  an  Olympus  is  a  pro. 
This  confusion  affects  all  Olympus  owners.  In  this  case,  an  innocent  man 
was  ushered  to  the  very  front  row  of  a  fashion  show  —  a  disorienting 
experience.  Remember,  pros  choose  Olympus  because  they're  simple 
to  use  and  take  amazing  snapshots,  but  anybody  can  buy  one. 


INFINITY  SUPERZOOM  3500 


35-120mm  Zoom,  4  automatic  flash  modes  including 
red  eye  reduction,  weatherproof,  prerse  autofocus, 
continuous  shooting  mode  for  4  frames  per  second. 


HOW  THE  BIG  SHOTS  TAKE  SNAPSHOTS." 


OLYMPUS 
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The  shy  ones  and  the  bold  ones 

THERE'S  A  French  saying:  Live  happy,  live  hidden.  That's  not 
Donald  Trump's  style  or  even  Bill  Gates',  but  low  profiles  are 
common  among  the  rich  of  Europe.  The  immensely  wealthy  Louis- 
Dreyfus  clan  has  practiced  the  art  of  anonymity  tor  decades.  Says  an 
associate:  "They  had  a  philosophy:  Never  tell  your  bankers  any- 
thing," Or  anybody  else.  In  "  'A'  is  for  arbitrage,"  Graham  Button 
and  Joshua  Levine  get  inside  this  huge,  but  scarcely  known,  Franco- 


Trie  billionaires 
crew  (left  to  right): 
Kambiz  Foroohar, 
David  Fondiller, 
Graham  Button, 
Justin  Doebele, 
Philippe  Mao, 
Stephen  Johnson; 
Juliette  Rossant, 
Carleen  Hawn, 
Riva  Atlas,  Caro- 
line Waxier,  Na- 
tasha Bacigalupo, 
Kerry  Dolan. 


U.S.  outfit,  which  plans  to  transform  the  electricity  business. 

But,  as  they  say,  it  takes  all  kinds.  In  our  annual  survey  of  global 
wealth — this  is  the  tenth — we  come  across  plenty  of  people  whose 
motto  is:  If  you've  got  it,  flaunt  it.  Take  Alvaro  Naboa,  whose  family 
controls  Ecuador's  first  billion-dollar  fortune.  Bananas  and  real  estate 
are  his  game,  and  getting  on  our  world  rich  list  was  one  of  his  goals. 
Reporter  Kerry  Dolan  found  him  wearing  a  bright  red  tie  with  blue 
writing  (readable  onlv  in  a  mirror)  that  says  "Hello,  handsome."  A 
balding,  affable  45 -year-old,  Alvaro  has  an  ego  the  size  of  one  of  his 
refrigerated  cargo  ships.  "I'll  be  an  emperor,"  he  told  Dolan. 

Philippine  property  tycoon  Tan  Yu  also  belongs  to  the  Donald 
Trump  school  of  if-you've-got-it-exaggerate-it.  After  telling  report- 
er Philippe  Mao  that  Forbes  estimates  of  wealth  are  "too  conserva- 
tive," Yu  goes  through  a  long  expose  of  his  holdings,  concluding 
they  are  worth  at  least  S26  billion.  We  figure  him  at  $7  billion. 

Then  there  was  property  tycoon  Chen  Din  Hwa.  When  we 
interviewed  him  in  his  Hong  Kong  office,  Chen  launched  into  a  20- 
minute  monologue  about  his  devotion  to  Buddha.  Chen's  onlv 
comment  about  his  holdings:  "Business  is  good."  He  sent  the 
reporter  on  his  way  with  a  bag  of  books  about  Buddhism  and  little 
boxes  that  emit  a  Buddhist  mantra  over  and  over. 

Needless  to  say,  it's  a  harrowing  task,  ferreting  out  the  hidden 
money,  discounting  the  fibbers  and  evaluating  all  kinds  of  properties 
in  many  different  lands.  It's  not  an  exact  science  and  our  numbers 
are,  well,  roundhouse  numbers.  But  our  Graham  Button  and  his 
team  are  old  hands  at  the  wealth-evaluation  game.  What  results  is  a 
detailed  and  fascinating  snapshot  of  the  world's  great  fortunes,  who 
make  them  and  how.  It's  a  natural  partner  to  our  Forbes  Interna- 
tional 500s,  which  also  appears  in  this  issue. 
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Our  name  is  known  around  the 
world  as  a  pioneer  in  technology. 
And  our  commitment  to  developing 
innovative  and  reliable  products  in 
th  is  country  has  been  clear  for 
over  40  years.  But  concern  for  the 
environment  is  also  a  big  part  of 
our  nature. 

Our  Clean  Earth  Campaign,  for 
example,  started  as  a  program  to 
recycle  used  toner  cartridges  from 


Canon  products.  Today,  it  has 
grown  to  include  partnerships 
with  such  leading  environmental 
organizations  as  the  National 
Parks  Foundation,  the  Nature 
Conservancy  and  the  National 
Wildlife  Federation.  Within  each 
organization,  we  re  sponsoring 
programs  to  preserve  the  health  and 
well  being  of  our  great  wilderness. 
Of  course.  Canon  is  also  hard 


at  work  in  the  corporate  environ- 
ment. From  our  National  Office 
Paper  Recycling  Program,  to  our 
ozone-  free  and  ENERGY  STAR  ' 
compliant  copiers,  we  re  helping  to 
conserve  and  protect  our  natural 
resources  for  generations  to  come. 

Imagine.  A  world  where  tech- 
nology and  nature  exist  in  harmony. 
Clearly,  it  s  the  vision  you  d  expect 
from  a  leader  like  Canon. 


019%  Canon  U.S.A..  Inc. 

ENERGY  STAR  and  the  ENERGY  STAR  logo  a 
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Canon 


THE  UNABRIDGED  VERSION  C 


Traditionally,  the  greatest 
collection  of  volumes 
has  included  Thoreau, 
Keats,  and  Jane  Austen. 
Today,  it  would  have  to  include  the  Yukon  hy 
GMC,  a  vehicle  whose  interior  volume  is  an 
unedited,  unabridged  181  cuhic  feet.  Dressed 
in  rich,  sumptuous  leather  and  thickly  woven 
carpeting,  the  Yukon  SLT  is  a  study  in  luxury. 


Its  triple-sealed  doors  and  extensive  sound 
insulation  would  make  even  the  most 
meticulous  lihrarian  feel  perfectly  at  home. 

<—    ->  Or  if  you  prefer,  an  available 

concert-quality  compact  disc  sound  system 
can  transform  this  den  of  tranqudity  into  a 
thunderous  orchestra  hall. 

USA 


OFFICIAL  SPONSOR  OF 
THE  1996  U  S  OLYMPIC  TEAM 


'Requires  bucket  seats.  ©  1QQ6  GM  Corp.  Ml  rights  reserved.  GM,  GMC,  Yukon 


HE  SPORT  UTILITY  VEHICLE. 


Yukon  SLT's  front  seats  embody  yet  another 
indulgence.  With  fold-down  armrests  and  power 
lumhar  controls,  they  conform  to  one's  hody 
for  the  ultimate  in  comfort.  For  convenience, 
the  Yukon's  instrument  panel,  center  console 
and  overhead  console*  are  all  ergonomically 
designed  and  perfectly  placed. 

At  the  heart  of  Yukon  is  a 
powerful,  new  Vortec  V8 
engine  that  generates  a 
strong  and  smooth  255  horsepower.  Matched 
to  an  available  four-wheel  drive  system,  I  he 
Yukon  is  preeminently  capable  of  accentuating 
the    sport    in    sport  utility, 


precisely  on  your  comma 


nd. 


EH 


For  more  serene  and  fluid  transport,  an 
independent  front  suspension  absorbs  road 
harshness  and  relegates  it  to  mere  rumor. 
So  look  up  the  Yukon  under  www. ^mc. com 

or  call  1-800-GMC-8782. 

Then  see  why  it  redefines  the 
sport  utility  vehicle. 

YUKON 
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NASD  1,  investors  0 

Forbes  warned  readers  twice  about 
bucket-shop  stock  brokerage  Stratton 
Oakmont  (Oct.  14,  1991  and  June  7, 
1993).  The  Lake  Success,  N.Y.  firm 
brought  new  meaning  to  high-pres- 
sure cold-calling  with  its  motto 
"Never  hang  up  the  phone  until  the 
customer  buys  or  dies." 

The  sec  nailed  Stratton  in  1994 
on  market  manipulation  and  fraudu- 
lent sales  tactics.  Most  of  its  manage- 
ment was  bounced,  including  former 


meat  salesman  and  mastermind 
Jordan  Belfort.  In  September  1995 
state  regulators  sent  a  team  of  audi- 
tors to  examine  Stratton's  practices 
and  instituted  new  procedures  to 
help  prevent  the  cold-call  cowboys 
from  riding  high  again. 

The  best  news:  State  regulators 
have  reached  an  agreement  with  the 
firm  that  will  give  wronged  investors 
some,  if  not  all,  of  their  money  back. 
Customers  victimized  in  boiler  room 
cases  rarely  recover  their  losses,  but 
Stratton  has  agreed  to  put  a  mini- 
mum of  $18.5  million  into  two  tiers 
of  a  restitution  fund.  Small  investors 
who  lost  $100,000  or  less  should  get 
all  their  money  back.  In  exchange, 
Stratton  will  be  allowed  to  do  busi- 
ness once  more,  albeit  with  new 
management  and  under  the  states' 
stringent  controls  and  scrutiny. 

But  investors  can't  cheer  yet.  The 
fund  will  be  nixed  if  the  National 
Association  of  Securities  Dealers' 
new  regulatory  unit  charged  with 
protecting  investors  has  its  way.  In 
pursuing  a  1995  case,  the  NASD  will 
effectively  shutter  Stratton  for  events 
that  took  place  in  1993,  well  before 
state  regulators  rode  in.  The  case 
asks  for  $1.8  million  in  damages, 
which  the  NASD  may  not  recover.  So 
aggrieved  investors  lose  out  on 
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$18.5  million  because  of  a  case  that 
may  generate  only  $1.8  million. 

John  Pinto,  nasd's  head  of  mem- 
ber regulation,  says  the  Stratton 
action  is  justified,  even  if  it  jeopar- 
dizes client  remuneration.  "We're 
just  bringing  an  enforcement  case  as 
any  regulator  does."  But  Joseph 
Borg,  director  of  the  Alabama 
Securities  Commission,  says:  "The 
potential  for  customers  to  recover 
funds  is  worth  whatever  risk  we 
might  be  taking  going  forward."  He 
says  new  controls  at  the 
§  firm — such  as  sales  to 
§  accredited  investors  only, 
"  new  customer  complaint 
records  and  independent 
audits  for  five  years — 
reduce  the  likelihood  of 
future  violations  at 
Stratton. 

Sure,  the  NASD  wants 
to  look  like  a  tough  cop 
on  the  beat.  Bullying 
Stratton  may  seem  a  win- 
win  situation  for  an 
agency  under  attack  from  the  SEC 
and  the  Department  of  Justice.  But 
investors  usually  like  cold  cash,  not 
regulatory  grandstanding. 

-Gretchen  Morgenson 

Winning  formula 

Independent  gas  distributor  Airgas, 
Inc.  looked  like  a  real  winner  to  us 
almost  a  decade  ago.  With  sales  of 
just  $107  million,  the  company  had 
found  a  nice  niche  selling  indus- 
trial gases,  such  as  oxygen  and 
helium,  to  welders  and  hospitals 
(Dec.  14,  1987). 

Some  niche.  Now,  some  200  acqui- 
sitions later,  Radnor,  Pa. -based  Airgas 
has  become  North  America's  largest 
distributor  of  industrial,  medical  and 
specialty  gases.  With  the  recent  pur- 
chase of  ipco  Safety  Products  Co., 
sales  this  year  are  expected  to  top  $1 
billion.  For  the  past  five  years,  revenue 
has  grown  22%  annually,  while  earn- 
ings have  jumped  50%  annually,  to 
$40  million. 

Chief  Executive  Peter  McCausland 
says  his  winning  formula  has  stayed 
the  same:  using  cash  flow  to  buy 
mom-and-pop  gas  distributors  that 
generate  greater  economies,  and 
keeping  local  management  to  retain 
customers.  "It's  virtually  impossible 
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INTRODUCING 
CONFIGURABLE 
NETWORK 
COMPUTING. 


ALL  THE  FLAVOR 
OF  CLIENT/SERVER 

WITHOUT  THE 
BITTER  AFTERTASTE. 


J.D.  Edwards  is  proud  to  introduce  a  remarkable  new  software  architecture  that 
delivers  the  benefits  you've  always  hoped  for  in  client/server,  while  masking  the 
complexity.  Called  Configurable  Network  Computing,'"  or  CNC,  it's  available 
only  in  J.D.  Edwards  OneWorld  ™  software.  CNC  can  dynamically  configure  and 
reconfigure  everything  from  workflows  to  business  objects  to  data  warehouses 
to  the  graphical  user  interface.  And  you  can  do  all  this  without  writing  a  single 
line  of  code.  Your  CNC  solution  can  include  UNIX,  Windows  NT,  OS/400  and  MVS 
systems,  as  well  as  the  leading  SQL  databases.  And  it's  only  from  J.D.  Edwards, 
a  leader  in  enterprise  solutions,  with  almost  4,000  customers  in  over  90  countries. 
For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 
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SOFTWARE  FOR 


©  1996  J.D.  Edwards  is  a  registered  trademark  of  J.D.  Edwards  &  Company.  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J.D.  Edwards  World  Source 
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NIGHT  AND  DAY  VIDEO  SURVEILLANCE 


Protect  your  business  and  your  home  with  a  discreet  Video  Surveillance 
System.  Install  covert  TV-cameras  on  your  premises  to  help  identify  and  convict 
criminals.  We  have  a  large  selection  of  disguised  TV-Cameras,  and  use 
the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
★Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  ★  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  ★Dome  TV-Cameras  ★Smoke 
Detector  TV-Cameras  ★Clock  TV-Cameras  ^Picture  TV-Cameras 
★Mirror  TV-Cameras*P!R  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
★960  Hour  Time-Lapse  Recorders  *Quad  Compressors  ^Multiplexers  ★Monitors  ★Camera  Switchers 

★Pan-Tilts  ★Phone-Line  Video  Transmission  and  Reception  Systems 
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AW  CCTV  Corp. 

6G  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654  

1-800  396-CCTV 


for  anyone  else  to  enter  the  fray  and 
imitate  them,"  says  Mark  Gulley,  a 
specialty  chemicals  analyst  at  Morgan 
Stanley  Gulley's  rating  on  the  stock: 
strong  buy.       -Kambiz  Foroohar 

Failed  rescue 

Stuck  with  a  boring,  nerdy  image, 
Thorn  McAn  tried  to  revive  its  mori- 
bund shoe  brand  last  year  with  a  self- 
mocking  ad  campaign:  "Please 
excuse  some  of  our  shoe  styles  in  the 
past,"  began  its  New  York  City  sub- 
way ads.  Would  that  be  enough  to 
rescue  a  product  line  under  siege? 
(Jan.  2,  1995). 

Turned  out  it  wasn't.  Last  month 
Thorn  McAn's  parent,  $11.5  billion 
(sales)  specialty  retailer  Melville  Corp., 


Please  excuse  some  of  our  shoe  styles  in  the  past. 

For  years,  our  new  and  updated  shoes  were 
re-routed  by  a  disgruntled  postal  worker  and 
abandoned  under  a 


One  of  Thorn  McAn's  subway  ads 
Self-mockery  didn't  jump-start  sales. 


said  it  would  close  the  shoe  chain  as 
part  of  a  restructuring  in  order  to 
focus  on  its  cvs  drugstores.  Melville 
will  convert  up  to  100  of  Thorn 
McAn's  270  stores  to  Footaction  ath- 
letic-shoe sites.  The  rest  will  be  closed 
or  sold  by  mid- 1997. 

Thorn  McAn's  undoing:  fierce 
competition  from  discounters  like 
Wal-Mart  and  Payless  ShoeSource, 
whose  cheaper,  decent-quality  shoes 
have  been  stealing  market  share  for 
years.  McAn's  costly  ad  blitz  didn't 
help  much,  either.  Operating  losses 
hit  $14  million  last  year,  up  from 
$1.9  million  the  year  before.  Those 
losses  dragged  down  the  earnings  of 
Melville's  footwear  group,  the 
remainder  of  which  will  be  spun  off 
to  shareholders  in  July,  under  the 
name  Footstar,  Inc.  ■ 
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If  you  ignore  it, 
maybe  it  will  go  away 


Today,  most  of  us  can 
choose  the  physicians  who  will 
provide  our  medical  care, 
including,  importantly,  the  sur- 
geon who  will  perform  any 
operation  we  may  need.  It's 
one  way  we  can  ensure  that 
we'll  have  the  best  possible 
result  from  any  medical  proce- 
dure. But  Americans  may  not 
have  this  choice  much  longer,  r 
Change  is  coming  to  our 
nation's  health  care  system, 
and  changes  now  under  con- 
sideration could  limit  your 
right  to  consult  with  the  quali- 
fied specialist  of  your  choice. 

At  the  American  College 
of  Surgeons,  we  support  initia- 
tives to  improve  health  care. 
We  believe  maintaining  patient 
choice  is  crucial  to  maintain- 
ing high  standards  of  care. 


That's  why  we  think  you 
should  be  fully  informed  about 
all  the  implications  these  pro- 
posed changes  could  have  on 
the  care  provided  to  you  and 
your  family. 

While  you  may  not  have 
thought  about  patient  choice 
before  today,  we  know  that  the 


next  time  you  or  someone  in 
your  family  needs  an  opera- 
tion, you'll  want  to  be  able  to 
choose  a  surgeon  who  has  the 
best  skills  and  experience  to 
perform  the  procedure.  Don't 
let  your  freedom  to  choose  get 
away  from  you.  Get  the  facts. 
Be  informed. 


Im  concerned  about  retaining  the  right  of  patient  choice  and  want  to 
learn  more  about  this  issue.  Please  send  me  a  free 
copy  of  your  brochure  on  patient  choice  and 
important  information  on  surgical  care. 


NAME 


ADDRESS 
CITY 


STATE 


ZIP 


Return  to: 

American  College  of  Surgeons 
Dept.  FB-6,  55  E.  Erie  Street,  Chicago,  IL  6061 1 

Visit  our  site  on  the  Internet:  www.facs.org 


FORBES  INFORMER 


Setback  for 

Bill  Clinton's 
campaign  chest 

IT  LOOKS  I  IK!  A  BUNCH  of 
plaintiff  attorneys  wanting 
to  cash  in  quick  on  sili- 
cone brea.sr  implant  cases 
have  be.:;,  left  holding  the 
bag. 

In  April  1994  the  liti- 
gators hammered  out  a 
$4.25  billion  global  set- 
tlement with  the  silicone 
breast  implant  manufac- 
turers. But  the  lawyers, 
who  are  heavy  contribu- 
tors to  Clinton's  cam- 
paign, collapsed  the  deal 
because  they  thought 
they  could  get  more 
bang  for  their  buck  if 
they  sued  the  manufac- 
turers individually. 

Dow  Corning  filed  for 
bankruptcy  the  following 
year.  That  left  the  litiga- 
tors as  unsecured  credi- 
tors. This  lawsuit  involved 
more  than  a  loss  of  big 
profits.  These  lawyers 
invested  hefty  chunks  of 
their  own  cash  in  the  law- 
suits. Here  is  what 
Forbes  was  told: 

Bradley  Beers:  He  has 
laid  off  two  attorneys  in 
his  office  and  has  given 
his  cases  to  John 
O'Quinn,  the  King  of 


King  of  Torts  John  O'Quinn 
Can  he  deliver? 


Torts  (number  two  on 
the  Forbes  list  of  highest- 
paid  attorneys  with  $40 
million  in  earnings  last 
year).  If  O'Quinn  wins, 
Beers  could  take  up  to  a 
25%  cut.  But  it's  not 
looking  too  good  for 
Houston's  O'Quinn:  Not 
one  plaintiff  has  won  a 
settlement  so  far  this  year. 

Melvin  Belli:  The  San 
Francisco-based  octoge- 
narian— known  for  hav- 
ing defended  Jack 
Ruby — had  11  breast 
implant  cases  pending 
but  couldn't  carry  the 
costs  and  has  filed  for 
bankruptcy. 

Margaret  Branch:  This 
Albuquerque-based  attor- 


ney just  fired  two  associ- 
ates who  were  promised  a 
contingency  fee  on  the 
global  settlement.  She's 
passed  her  cases  on  to 
O'Quinn  (in  exchange  for 
a  20%  cut  if  O'Quinn 
wins).  She  was  forced  to 
sell  her  firm's  airplane. 

Fredric  Ellis:  This 
Boston-based  attorney 
made  his  name  in  the  fall 
of  1995  after  he  won  a 
$14  million  verdict 
against  Dow  Chemical. 
But  fame's  not  money 
and  Ellis  was  invited  by 
his  partners  to  leave  the 
firm  in  May. 

Salvador  Liccardo: 
Made  news  in  1994, 
when  he  negotiated  a 
$7.8  million  settlement  in 
one  of  the  first  breast 
implant  cases.  The  award 
was  to  be  paid  out  in 
three  parts.  But 
Liccardo's  luck  hasn't 
held.  The  plaintiff  sued 
Liccardo,  alleging  that  he 
unfairly  got  $4.2  million 
of  the  $6  million  paid 
out.  He  had  to  split  his 
cash  with  two  other  attor- 
neys and,  financially 
pinched,  he  has  turned 
his  remaining  cases  over 
to  O'Quinn  on  the  25% 
contingency  plan. 

Sidney  Ravkind:  This 


Houston-based  attorney 
is  said  to  have  laid  off 
several  employees  and 
passed  some  of  his  cases 
off  to  O'Quinn. 

Marian  Rosen:  This 
Houston-based  lawyer  has 
handed  her  cases  over  to 
O'Quinn.  If  he  collects, 
she'll  take  a  25%  cut  of 
the  settlement.  Unable  to 
collect  quickly  on  the 
hoped-for  fat  fee,  Rosen 
had  to  lay  off  two  of  her 
top  attorneys. 

Sybil  Shainwald:  This 
Manhattan-based  attorney, 
who  represented  the 
majority  of  foreign  plain- 
tiffs in  the  global  class 
action  suit,  turned  all 
seven  of  her  cases  over  to 
O'Quinn  and  is  quitting 
the  law.  Sources  tell 
Informer  she's  buying  a 
bed-and-breakfast  in 
upstate  New  York — and  is 
hoping  for  a  25%  cut  of 
anything  O'Quinn  wins. 

Gayle  Troutwine:  This 
voracious  Portland,  Ore.- 
based  plaintiff  attorney 
recently  let  go  14  of  her 
firm's  employees. 

But  what  a  difference 
a  week  makes!  After 
freely  telling  Forbes  of 
their  rude  awakening, 
the  lawyers  are  now 
denying  all. 


Off  the  payroll 

Former  President  Ford  made  a 
return  visit  to  Washington  last 
month  to  attend  the  annual  meet- 
ing of  his  Gerald  R.  Ford 
Foundation,  and  to  hand  out  the 
charity's  awards  to  journalists  at 
the  National  Press  Club.  But  the 
ex-Prez  had  another  purpose: 
Three  years  ago  Congress  voted  to 
cut  off  funds  to  the  living  former 
presidents'  offices  as  of  1998. 

Former  President  Gerald  Ford 

Billions  for  welfare,  zilch  for  former 

Presidents.  Go  figure. 


Ford  wants  the  cutoff  date  extend- 
ed. Among  those  he  hit  up  for  an 
extension  of  the  funding:  Senator 
Mark  Hatfield  (R-Ore.),  chairman 
of  the  Senate  Appropriations 
Committee,  and  Representative 
Jim  Ross  Lightfoot  (R-Iowa), 
head  of  the  House  subcommittee 
that  handles  Ford's  appropriation. 
There's  only  $2  million  or  so  a 
year  involved,  but  Ford's  chances, 
and  those  of  former  White  House 
residents  Jimmy  Carter  and 
Ronald  Reagan,  are  pretty  slim  in 
these  days  of  perusing  every  item 
in  the  federal  budget.  Says 
Representative  Lightfoot:  "It's  a 
loser  on  the  floor." 
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Entitled 

Boris  Becker  has  won  Wimbledon 
three  times.  Now  he  reportedly 
wants  to  buy  the  title:  Lord  of 
Wimbledon.  Becker  says  he  will  bid 


Wimbledon  champ  Boris  Becker 
A  lordship  for  £100,000? 


for  the  Lordship  of  Wimbledon, 
which  is  one  of  five  being  put  up 
for  auction  this  summer  by  Earl 
Spencer,  Princess  Diana's  32 -year- 
old  brother.  He's  selling  the  titles 
to  help  with  his  inheritance  tax.  The 
Earl,  who  will  retain  some  of  his 
titles,  hopes  to  get  as  much  as 
£100,000  for  each  one  sold. 

Oops! 

Wrong  name 

Eraser,  Arnold  Schwarzenegger's 
latest  budget- buster  movie,  cost 
nearly  $90  million  to  make,  but  at 
least  the  producers  did  manage  to 
sidestep  a  potentially  expensive 
lawsuit.  Two  weeks  before  the 
action  film  was  due  out,  84  shots 
and  untold  lines  of  dialog  were 
redone  to  change  the  name  of 
Cyrex,  a  fictional  weapons  manu- 
facturer, to  Cyrez.  Employees  of 
Cyrix  Corp.,  the  Richardson,  Tex.- 
based  microchip  design  company, 
had  heard  the  name  in  a  trailer  for 
Eraser  and  reported  it  to  their 
bosses.  B 


Arnold  Schwarzenegger  and  Vanessa  Williams  in  "Eraser" 

A  last  minute  change  may  have  saved  Warner  Brothers  a  lawsuit. 
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Because  ackievement 
snou  Id  be  remembered 
witk  sometking  tkat 
won't  ke  forgotten. 


Tke  C  ross  Townsend 
writing  instrument 
features  an  elegant 
wide-diameter  design 
and  comes  in  a  variety 
of  finely  crafted  finishes. 

Present  it  with  your 
company  emblem,  an  engraved 
logo  or  with  the  recipient's 
engraved  name  or  signature. 


CROSS' 

SINCE   1  B46 


Unquestioned  Lifetime  Mechanical  Guarantee. 

For  a  gift  catalogue,  call  1-800-241-8269, 
or  write  to  A.  T.  Cross  Company, 
One  Albion  RoaJ,  Lincoln,  RI  02805 


readers@forbes.com 


Dutch  dopey  on  drugs? 

Sir:  When  I  picked  up  Forbes  and 
found  "Just  say  maybe"  (June  17),  I 
had  to  check  to  see  if  I  had  been  sent 
Mother  Jones.  Did  you  ask  what  was 
happening  in  Holland's  schools?  Or 
how  many  kids  were  getting  pot 
from  their  parents?  Have  Dutch 
pilots  been  tested  trying  to  land  a 
trainer  24  hours  after  a  single  joint? 
If  this  is  supposed  to  be  a  solution  to 
the  large  increase  in  m^k 
I  .nage  users  of  gateway  Cs^fiK^' 
drugs  in  our  schools,  I  \\ \  \ 
suggest  you  dig  a  little 
deeper.  Let's  get  real  with 
solutions  that  work  in  the 
United  States. 
-Lyman  S.  Faulkner 
Ashland,  Ore. 

Sir:  I  appreciated  your  article 
on  the  success  of  Dutch  drug 
policy.    For  the  most  part,  the 
American  media  has  done  a  poor 
job  reporting  on  alternatives  to 
our  nation's  costly  and  draconian 
marijuana  laws.  Amsterdam  is  one  of 
the  safest  and  most  beautiful  cities 
I've  ever  visited.     The  occasional 
smell  of  pot  smoke  does  not  detract 
from  this. 
-David  H.  Loew 
Chicago,  III. 


Slap  in  the  face 

Sir:  Re  "Chip  off  the  old  block" 
(June  17).  Your  statement  that  I  am 
happy  to  let  the  New  York  Times,  the 
Wall  Street  Journal  and  Peter 
Jennings  tackle  stories  like  Bosnia, 
the  federal  budget  and  gatt  serious- 
ly distorts  my  view  of  news  and  is  a 
slap  in  the  face  to  our  16  foreign  and 
37  Washington  correspondents. 
Local  news  is  important.  But  the 
best  newspapers  see  for  themselves  a 
larger  mission — making  sense  of  the 
nation  and  the  world  as  well  as  local 
events. 

-P.  Anthony  Ridder 

Chairman 

Knight -Kidder,  Inc. 

Miami,  Fla. 

Artistic  confusion 

Sir:  Re:  "Esthetic  returns"  (June 
17).  Ah,  the  ever  zany  American 
academy:        Where    else  could 


One  of  Van  Gogh's  "Irises"; 
JFK's  golf  clubs 

A  reader  "A  very  long  pull  on  my  leg. 


Professor  Steve  Hanke,  applied 
economist,  conflate  Jackie  O 
collectibles  and  art  master- 
pieces into  a  single-asset  class 
and  marketplace?  Confusing 
JFK's  golf  clubs  with  Van 
Gogh's  "Irises"  because  far 
too  much  was  paid  for  each 
is  the  charm  of  a  certain 
indiscriminately  quantitative 
turn  of  mind.  It  is  the  ability 
to  conclude  that  the  real-world  loss- 
es of  a  "handful  of  limited  partner- 
ships and  specialized  funds"  in  the 
late  1980s  and  early  1990s  would 
confirm  that  "over  the  very  long  pull 
art  has  been  a  relatively  poor  invest- 
ment." The  statistical  presumptions 
in  a  353-year  comparison  of  art  to 
government  bonds  feels  more  like  a 
very  long  pull  on  my  leg.  What  use- 
ful decision  could  I  make  today 
based  on  a  300-year-old  imputed 
rate  of  return  paid  by  a  government 
which  no  longer  exists  in  a  currency 
which  no  longer  exists? 
-Dennis  B.  Doherty 
Edgewood,  N.M. 

Simon  says 

Sir:  I  was  surprised  by  the  odd 
logic  used  in  your  update  on  the 
1993  federal  student  loan 
reforms,  "Uncle  scam,' 
(Follow-Through, 
June  3).  By  your  analy- 
sis a  new  entrant 
who  captures  one- 
third  of  a  market  in 
just    two    years  is 
"foundering."  And  a 
program  that  gives  the 
private    sector  a 
government- guar- 


anteed, politically  set  profit  margin  is 
"business,"  but  one  that  uses  com- 
petition to  set  prices  and  assure 
quality  from  the  private  sector  is 
"government." 
-Paul  Simon 
U.S.  Senator  (D-Ill.) 
Washington,  D.C. 

A  boot  for  Assad 

Sir:  Re  "Time  to  tell  Assad  where  to 
get  off"  (Fact  and  Comment,  May, 
20).  I  hope  that  copies  of  this  go  to 
all  members  of  the  State  Department 
who  are  apparently  willing  to  accept 
Assad's  insults.  My  hat  is  off  to  you! 
-Leonard  E.  Greenberg 
Boynton  Beach,  Fla. 

In  privacy  we'll  thrive 

Sir:  Re  "Too  much  of  a  good 
thing?"  (June  3).  You  state:  "Home 
Depot  may  continue  to  do  well,  but 
Hechinger,  Ace  Hardware,  Lowe's, 
Payless  Cashways  and  Eagle 
Hardware  are  probably  not  worth 
premium  p/es."  The  fact  is,  Ace 
Hardware  Corp.  is  a  dealer-owned 
cooperative  composed  of  more  than 
5,000  stores.  These  independently 
owned  stores  average  about  10,000 
square  feet,  hardly  "airplane  hangar" 
size.  Ace  is  a  private  company,  not 
traded  on  any  of  the  exchanges. 
-John  J.  Cameron 
Ace  Hardware  Corp. 
Oak  Brook,  111. 


> 


In  the  long  run,  we're  dead 

Sir:  I'm  sure  you  meant  well 
in  your  1996  Money  Guide 
by  telling  your  readers 
"where    to    put  [their] 
money    now."    But  the 
issue's  second  article  ("This 
j^Tf       asset  grows  to  the  sky,"  June 
/'All    //)  describes  how  to  grow 
trees!   Can  you  guys  be  seri- 
ous? Many  believe  in  the 
value  of  long-term  investing, 
buy  and  hold,  but  how  many 
are  going  to  buy  500  acres 
of  fertile  "hardwood  tree 
growth  land,"  do  the  phys- 
ical work,  then  wait  for  the 
saplings  to  reach  maturity? 
-Larry  R.  McLean 
Allentown,  Pa. 
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Comfortabk,  Quiet,  Predictable,  Precise. 
What's  Dull  In  A  Person  Is  Great  In  A  Car. 


Just  a  few  minutes  in  a  Chevy'  Lumina"  and  you're 
comfortable.  You  turn  the  wheel;  it  responds  with- 
out any  fuss.  You  notice  it  tracks  very  straight,  very 
smoothly.  Everything  feels  solid,  tight.  There  are 
no  surprises.  You've  just  experienced  some  inspired 
engineering.  But  what's  important  is  not  the  inge- 
nious suspension  geometry  of  the  Lumina  or  its 
rigid  unitized  frame  design;  what's  important  is  a 


pleasant  trip  in  a  car  you  can  trust.  And  that  can 
include  the  noise  you  don't  hear,  the  bumps  you 
don't  feel,  and  the  glare  that  doesn't  fatigue  your 
eyes.  Or  it  can  include  optional  dual  temperature 
controls,  or  supple  leather  seating  surfaces.  Or,  per- 
haps, the  money  you  save  over  other  cars  with  less 
pleasant  rides.  Nothing  dull  about  that,  is  there? 
That's  what  makes  Lumina  a  Genuine  Chevrolet. 


Lumina  /z£jZ/  Genuine  Chevrolet 


Headquarters  of  Republic 
National  Hank  of  New  York 
(Suisse)  S.A.  in  Geneva, 


Our  multilingual  account  officers  are  at  your 
service  in  some  three-dozen  financial  centres 
around  the  world.  And  though  they  speak  many 
different  languages,  all  are  committed  to  one 
fundamental  principle:  to  protect  our  clients'  capital 
as  we  safeguard  its  purchasing  power. 

It  is  a  simple  principle  upon  which  we  hase  our 
brand  of  financial  conservatism:  private  banking  built 
upon  rigor,  discipline  and  prudence.  This  sophisticated 


Wh 


ERE VER  YOU  GO,  WHEREVER 


YOU  MAY  BE,  YOU'LL  FIND  THAT 
REPUBLIC  SPEAKS  YOUR  LANGUAGE. 


conservatism,  vigorously  pursued,  has  created  a  global 
private  bank  of  exceptional  stability,  capable  of 
weathering  the  roughest  storms. 

Indeed,  Republic's  capitalization  ratio,  on  a  risk 
adjusted  basis,  is  three  times  as  great  as  that  required 
by  the  world's  international  banking  regulators. 

To  our  way  of  thinking,  it  is  security  as  well  as 
return  that  we  must  ensure  each  day.  And  in  the 
process,  to  provide  a  unique  quality  of  service,  under- 
standing and  discretion. 


World  Headquarters  of 
Republic  National  Hank  of 
New  )orlt  in  New  )ork. 


Republic  National  Bank  of  New  York 

Strength.  Security.  Service. 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


SHOULD  BE  AN  IMPEACHABLE  OFFENSE 


The  White  House's  obtaining  hundreds  of  FBI  tiles  on 
Republicans  with  previous  White  House  clearance  is  an 
egregious,  outrageous  abuse  of  power.  It  is  the  equivalent 
of,  if  not  worse  than,  using  confidential  IRS  information  for 
political  ends — which  the  Administration  may  well  be  guilty 
of,  too.  Understand  what  these  files  are:  When  a  person  is 
considered  for  a  federal  appointment,  the  FBI  conducts  an 
investigation  to  see  if  that  candidate's  past  conduct  might 
make  him  or  her  a  national  security 
risk.  FBI  agents  talk  to  friends,  ene- 
mies, ex-spouses,  workplace  colleagues, 
neighbors  and  the  like.  All  information, 
substantiated  and  unsubstantiated,  is 
recorded.  A  disgruntled  acquaintance 
could  accuse  a  person  of  all  sorts  of 
hideous  untruths.  That  information 
would  be  part  of  the  permanent  file. 

It's  easy  to  see  how  that  kind  of 
fodder  could  be  misused  for  political 
purposes.  It  is  thus  astonishing,  par- 

LOBBYISTS:  THEIR 

The  corrupting  political  impact  of  our  increasingly 
complex  tax  code  is  dramatically  documented  by  a  recent 
report  released  by  House  Majority  Leader  Dick  Armey 
(R-Tex.).  Working  with  Census  data  and  other  sources, 
Armey  came  up  with  hard  numbers  that  prove  what  we 
have  instinctively  known. 

Washington's  lobbying  industry  employs  67,062  peo- 
ple, quadruple  what  it  did  in  the  mid-1960s.  That's  125 
lobbyists  per  congressman.  (Armey's  numbers  do  not 
include  lobbyists  with  offices  in  neighboring  Virginia 
and  Maryland.  Nor  do  they  include  all  those  indirectly 
dependent  on  lobbying,  such  as  courier  services  or 
restaurants.)  This  growth  directly  parallels  the  increase  in 
the  number  of  words  in  the  tax  code. 

Lobbying  revenues  exceed  the  gross  national  product 
of  57  countries.  Three  times  as  many  lawyers  work  in 
Washington,  D.C.  as  in  all  of  Japan.  More  lobbyists  now 


ticularly  after  Watergate,  that  there  weren't  more  elabo- 
rate, strict  rules  governing  access  to  these  files. 

Why  was  it  so  easy  for  the  White  House  to  get  these 
files?  Apparently,  the  requests  weren't  even  signed.  Doesn't 
the  FBI  have  by-the-book  procedures  for  who  can  get  to 
this  sensitive  material?  Were  certain  officials  trying  to 
curry  favor  with  the  White  House?  Just  imagine  the  hulla- 
baloo if,  say,  the  Reagan  Administration  had  requested  the 
folder  on  Jimmy  Carter's  chief  of  staff 
and  political  guru,  Hamilton  Jordan. 

Severe  punishments  are  in  order. 
A  vibrant  democracy  should  not  tol- 
erate this  kind  of  behavior.  Even 
those  gullible  enough  to  buy  the 
Administration's  "the  dog  ate  my 
homework"  explanations  should 
acknowledge  the  need  for  enactment 
of  strict  laws  and  regulations  for 
both  the  FBI  and  the  White  House 
concerning  such  dossiers. 

GAIN  IS  OUR  LOSS 

strive  to  manipulate  the  tax  code  than  attempt  to  direct 
government  spending,  popularly  known  as  pork. 

Politicians  want  support  and  contributions.  Lobbyists 
supply  it  in  return  for  favors  such  as  tax  loopholes.  In  the 
past  decade  there  have  been  more  than  5,000  changes  in 
the  federal  tax  code.  The  power  to  tax  is  the  power  to 
destroy,  to  extort  and  to  favor  the  politically  powerful  at 
the  expense  of  everyone  else.  Armey's  study  underscores 
the  reason  we  need  to  junk  the  tax  code  and  replace  it  with 
a  simple  flat  tax.  As  Armey  rightly  concludes,  "The  flat  tax 
would  have  a  chilling  effect  on  the  lobbying  industry  and 
transform  the  entire  political  culture  in  Washington." 

Fortunately,  public  opinion  is  catching  on  to  the  need  for 
radical  tax  reform,  despite  ferocious  campaigns  of  misinfor- 
mation by  special  interests.  Even  though  my  flat  tax  pro- 
posal was  hit  hard  in  the  early  primaries,  exit  polls  showed 
that  more  voters  favored  the  concept  than  opposed  it. 


AIRWAVES  FOR  FREEDOM 

Every  now  and  THEN  budget-cutters  target  Radio  Free  traordinarily  critical — and  cheap — instruments  for  directly 
Europe  and  Radio  Liberty  as  unnecessary  following  the  fall  affecting  events  in  the  former  Soviet  Union  and  its  once  sat- 
of  the  Berlin  Wall.  Actually,  these  radio  stations  remain  ex-     ellite  nations  in  Central  and  Eastern  Europe.*  The  Radios 
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arc  vital  to  America's  defense  and  foreign  policy.  The  com- 
munists' comeback  in  parts  of  the  former  Soviet  empire  and 
their  near-comeback  in  Russia  demonstrate  that  democra- 
cy's triumph  is  all  too  fragile,  too  reversible. 

RFE/RL  have  an  audience  of  some  25  mil- 
lion people  and  are  die  only  reliable  sources 
of  information  and  news  about  events  inside 
diese  countries.  They  have  an  unparalleled 
regional  network  of  bureaus,  reporters  and 
stringers.  Other  international  radio  broadcast- 
ers aren't  able  to  obtain  the  same  depth  of 
internal  information.  CNN  is  no  substitute, 
either,  as  it  is  broadcast  in  English  and  found 
mostly  in  hotels.  With  few  exceptions,  radio 
and  television  in  this  part  of  die  world  are 
under  the  firm  thumb  of  government.  In- 
dependent print  media  are  sporadic  and  strug- 
gling. Poland  has  the  most  extensive,  liveliest 
autonomous  press.  But  even  there,  resurgent 
communists  nearly  passed  a  press  law  last  year 
that  would  have  effectively  muffled  most  of  these  outlets. 

The  West  often  underestimates  how  difficult  it  is  to 
establish  vibrant,  liberal  democracies  in  lands  with  little 
or  no  history  of  strong  civil  institutions.  Democracy  can- 


RFE/RL  President  Kevin 
Klose:  Quarterbacking  still  es 
sential  (but  low-cost)  mission 


what  RFE  and  RL  provide.  In  Russia  only  about  8%  of 
the  population  gets  its  news  from  newspapers  or  maga- 
zines. Broadcasting  remains  the  primary  source. 

In  Bulgaria,  RFE  broadcast  a  debate  be- 
tween one  political  party's  two  presidential 
candidates.  As  a  result  of  the  exposure,  the 
lesser-known  candidate  won.  From  no  other 
source  could  so  many  voters  have  heard  this 
exchange.  In  Belarus,  the  ruling  regime 
wanted  to  suppress  voter  turnout  for  parlia- 
mentary elections  because  an  arcane  law 
would  then  have  allowed  it  to  strip  parlia- 
ment of  its  powers.  Only  through  Radio 
Liberty  were  democrats  able  to  broadcast  a 
plea  for  voters  to  go  to  the  polls,  thereby 
thwarting  that  antidemocratic  maneuver. 

Some  government  officials  and  others  in 
states  such  as  Uzbekistan  and  Kazakhstan 
quietly  say  they  are  under  increasing  pressure 
from  Iran,  Russia  and  China.  They  see  the  Ra- 
dios as  a  vital  link  to  the  West,  as  a  way  of  avoiding  isolation. 

Since  moving  to  Prague  from  Munich  a  year  ago,  RFE 
and  RL  operate  on  about  $72  million,  a  third  of  the  previ- 
ous budget— an  immeasurably  positive  bang  for  the  buck. 


not  exist  without  the  free  flow  of  information,  which  is     *Disclosure:  I  served  as  chairman  of  RFE  and  RL  from  1985  to  1993. 

AMAZING  UNDERMINING  OF  MARRIAGE 


The  Abolition  of  Marriage:  How  We  Destroy  Lasting 
Love — by  Maggie  Gallagher  (Regnery  Publishing,  Inc. 
$24.95).  Well-written,  well-researched,  profoundly  provoc- 
ative, upsetting  book  on  how  fundamentally  die  institution 
of  marriage  has  been  undermined  and  trivialized  in  America. 
Gallagher,  using  unblindered  research,  details  the 
damage  divorce  does  to  kids,  no  matter  how 
well-intentioned  die  splitting  parties.  She  ham- 
mers home  the  point  that  children  raised  by  a 
single  parent  generally  do  less  well  behaviorally, 
emotionally  and,  as  adults,  sometimes  profes- 
sionally, than  do  kids  raised  by  two  parents — 
even  when  factors  such  as  education  and  money 
are  equalized.  Yet  marriage  has  been  demoted  to 
a  commodity — one  of  many  items  on  a  menu  of 
"lifestyle"  alternatives.  Today  it  is  almost  easier  to 


shed  a  spouse  than  to  terminate  an  employee.  The  legal  ob- 
ligations of  marriage  are  treated  more  cavalierly  by  the  law 
than  are  business  contracts.  Tliis  refusal  to  buttress  marriage 
legally,  morally  and  culturally  is  having,  and  will  continue  to 
have,  deeply  disturbing  consequences — more  out-of-wedlock 
births,  crime,  welfare  and  millions  of  kids  widi 
emotional  scars.  There  is  much  to  be  done,  says 
the  author.  Barring  extraordinary  circumstances 
such  as  physical  abuse,  "The  first  step  is  to  end 
unilateral  divorce.  Place  some  minimal  power 
back  into  the  hands  of  the  spouse  who  is  being 
left.  Imposing  a  five-to-seven-year  waiting  period 
for  contested  no-fault  divorces  (as  do  many 
European  jurisdictions)  would  serve  the  ends  of 
both  justice  and  prudence."  Make  it  harder  for 
Dad  to  dump  Mom  as  if  she  were  a  used  car. 


STRIKE  OUT  ALUMINUM  BATS 

Why  are  professional  baseball  scores  climbing  so  high  that  bat.  An  aluminum  bat  is  thus  lethal  against  fastballers — espe- 
they're  starting  to  resemble  pro  football's?  There  are  the  daily  those  who  throw  inside.  In  self-defense,  up-and-com- 
usual  explanations:  supposedly  juiced-up  baseballs  to  gen-     ing  pitchers  go  for  breaking  balls  rather  than  speed,  so  they 


erate  tan  excitement  in  the  aftermath 
of  the  devastating  1994-95  strike; 
smaller  ballparks;  umpires  shrinking 
the  strike  zone;  hitters  increasing  their 
power  by  muscle-building  workouts. 
But  a  critical  factor  is,  simply,  poor 
pitching.  Why  can't  hurlers  fire  the 
ball  the  way  their  predecessors  did? 

Blame  aluminum  bats,  which  even 
colleges  may  use.  A  batter  can  hit  a  ball 
almost  anywhere  on  an  aluminum  bat, 
and  die  ball  will  sail  as  if  it  had  come  off 
the  so-called  sweet  spot  of  a  wooden 


^^^^ 

v  ^HP 

College-level  metal  bats  are  mauling  the  mak- 
ing of  marvelous  major-league  moundsters. 


don't  develop  the  inside  firepower 
needed  to  duel  successfully  with  wood- 
en-bat-wielding,  big-league  hitters. 

The  NCAA  should  ban  aluminum 
bats  for  college-level  playing.  Col- 
leges and  high  schools  should  also  be 
urged  to  have  their  hurlers  spend 
more  time  practicing  their  craft.  One 
former  major  leaguer  told  me  that  a 
serious  pitcher  should  be  throwing  far 
more  fastballs  far  more  frequendy  to 
develop  the  muscles  needed  for  suc- 
cess on  the  major-league  mound.  WM 
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GETS  A 
HOME  LOAN 
FROM 


Countrywide. 


Using  the  very  latest  technology. 


\ND  WORKING  WITH  THE  BEST  BROKERS, 


BANKERS,  INVESTORS,  AND  REAL  ESTATE 


PROFESSIONALS  IN  THE  FIELD,  WE  MEET 


THE  BORROWING  NEEDS  OF  HOME  BUYERS 


NATIONWIDE.  ALL  OF  WHICH  HAS  HELPED 


US  BECOME  THE  NATION'S  LEADING  HOME 


LENDER.  TWO  MINUTES  AT  A  TIME.  CONNECT 


WITH  COUNTRYWIDE  THROUGH  THE  NET 


AT:  http://WWW.COUNTRYWIDE.COM. 


m 

Counbywid 

HOME  LOANS,  INC 
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HOW  TO  CARRY 
27  BILLION  POUNDS  AND  STAY 
FAST  ON  YOUR  FEET. 


A  billion  pounds  here.  A  billion  pounds  there. 
You  might  expect  all  that  tonnage  to  slow  down 
an  operation.  But  not  The  CF  Companies. 

We're  the  nation's  first  family  of  freight  trans- 
portation providers,  with  customer-focused 
capabilities  ranging  from  regional  and  nationwide 
trucking  to  worldwide  airfreight,  from  truckload, 
ocean  and  intermodal  services  to  warehouse  and 
logistics  management.  And  we  can  bring  to  bear 
the  industry's  most  sophisticated  blend  of  horse- 
power and  brainpower  to  your  transportation  and 
logistics  needs. 

So,  whether  you're  shipping  software  or 
menswear,  farm  machinery  or  pharmaceuticals, 
The  CF  Companies  get  the  job  done.  By  air  or 
by  sea,  on  the  rails  or  over  the  road,  consistently 
on  time.  With  a  commitment  to  communication, 
cost  management  and  advanced  Electronic  Data 
Interchange  technology  that  makes  it  all  possible. 

To  find  out  how  we  can  carry  the  load  for 
your  company -quickly  and  cost-effectively- call 
1-800-520-8465  for  a  copy  of  our  worldwide 
resources  brochure. 

THE  CF  COMPANIES 


CF  MotorFreight,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menlo  Logistics 


COnSOLIDATED  FREIGHTUJAYS,  IRC. 

WE  PUT  YOU  MILES  AHEAD 


ther  Comments 


Powerful  Towers 

As  LONG  AS  a  danger  exists  of  restora- 
tion of  the  totalitarian  regime,  even  in 
one  country  of  the  former  socialist 
camp,  Radio  Free  Europe  and  Radio 
Liberty  will  be  of  paramount  impor- 
tance to  peace  and  stability  in  Europe. 
-Eduard  Shevardnadze,  Head  of 
State,  Republic  of  Georgia 

Off  the  Mark 

The  gross  miscalculation  by  the 
initial  drafters  of  the  bill  establishing 
the  Medicare  program  continues  to 
plague  us  in  our  efforts  to  provide  the 
funding  necessary  to  maintain  the  pro- 
gram. Consider  that  in  1965  govern- 
ment officials  predicted  that  by  1990 
total  Medicare  expenditures  would  be 
an  inflation-adjusted  $12  billion,  while 
actual  1990  total  Medicare  expendi- 
tures totalled  $109.7  billion,  more 
than  nine  times  the  1965  forecast. 
-Thomas  R.  Saving,  director, 
Private  Enterprise  Research 
Center,  Texas  A&M  University, 
PERCspectives  on  Policy 

No  Contest 

[In]  RECENT  commentary  on  the  Rus- 
sian elections,  we  are  treated  either  to 
sniping  from  the  left  that  Boris  Yel- 
tsin and  Gennadi  Zyuganov  are  both 
commissars  at  heart,  who  in  the  end 
will  stamp  out  democracy.  Or  we  are 
treated  to  sniping  from  the  right  that 
Yeltsin  and  Zyuganov  are  both  czarists 
at  heart,  who  in  the  end  will  stamp  out 
Russia's  neighbors.  Nonsense. 

Russia  lost  the  Cold  War;  Mikhail 
Gorbachev  and  Mr.  Yeltsin  have  been 
managing  that  defeat.  They  could  have 
done  it  in  many  ways,  but  they  have 
chosen  an  approach  that  has  reduced 


global  tension,  allowed  an  unprece- 
dented degree  of  independence  for 
most  states  surrounding  Russia,  great- 
ly lessened  the  threat  of  nuclear  annihi- 
lation and  lifted  the  oppression  of  mil- 
lions of  people  in  Eastern  Europe  and 
the  former  Soviet  Union.  To  think  that 
there  is  no  difference  between  Yeltsin 
and  a  retrograde  Fascist- Communist 
who  wants  to  rebuild  the  Soviet  Union 
and  renationalize  Russian  industry  is  to 
have  been  asleep  for  the  last  seven  years. 
-Thomas  L.  Friedman, 
New  York  Times 

Finest  Example 

As  we  approach  a  new  consensus  that 
the  breakdown  of  the  family  is  the 
paramount  crisis  facing  us,  Americans 
are  beginning  to  relearn  the  impor- 
tance of  fatherhood.  It  is  something 
my  own  father  taught  me  long  ago. 

Daddy,  you  were  strict.  You  disci- 
plined us  because  you  loved  us,  taught 
us  right  from  wrong  and  taught  us 
respect  for  authority  and  respect  for 
ourselves.  You  taught  us  always  to 
give  our  best,  to  act  with  integrity 
and  to  await  the  results  in  peace. 

Daddy,  a  good,  strong  father  is  the 
bedrock  of  a  healthy  family  and  a 
healthy  society.  Thank  you. 
-Armstrong  Williams, 

USA  Today 

Too  Often  the  Norm 

For  all  the  losses  the  end  of  mar- 
riage entails  for  children,  one  of  the 
most  painful,  enduring  and  common  is 
the  loss  of  the  father.  A  baby  born 
today  stands  a  roughly  50-50  chance 
of  keeping  his  father.  This  is  the  first 
generation  of  American  kids  who  must 
face  not  the  sad  loss  of  fathers  to  death, 


but  the  far  more  brutal  knowledge 
that,  to  their  fathers,  many  other  tilings 
are  more  important  than  they  are. 
-Maggie  Gallagher, 
The  Abolition  of  Marriage 

Statements  by  Clinton  spokesmen 
that  nobody  looked  at  [the  more 
than  340  FBI  files  on  Republicans 
with  White  House  clearance]  are 
as  plausible  as  saying  that  if  340 
Playboy  magazines  were  sent  to  a 
boys'  high  school,  they  would 
remain  in  their  boxes,  unmolested. 
-Gary  W.  Aldrich,  investigative 
writer  and  retired  26-year  FBI 
veteran,  Wall  Street  Journal 

Public  Works? 

If  you  live  in  the  New  York  area,  you 
may  wonder  what  the  Port  Authority 
does  with  all  the  money  it  collects 
from  tolls  at  bridges  and  tunnels.  Well, 
for  one  thing  it  buys  artwork.  Its  col- 
lection, valued  at  over  $26  million,  in- 
cludes works  by  modern  masters  such 
as  Pablo  Picasso.  But  you'll  probably 
never  get  to  see  it.  The  art  graces  the 
offices  of  agency  officials,  which  usual- 
ly aren't  open  to  the  viewing  public. 
-Charles  Oliver,  Reason 

Bully  Idea 

So  it's  a  little  undignified.  But  for  Brit- 
ish dairy  farmer  Harry  Goode,  it  may 
be  the  only  way  to  weather  the  "mad 
cow"  scare  and  subsequent  ban  on  the 
overseas  sales  of  British  beef.  Since  he 
can  no  longer  sell  older  cows  at  a  prof- 
it, Goode  is  using  them  as  four-legged 
billboards.  He's  mounted  ads  on  the 
bovines  where  they  graze  beside  the 
busy  M42  highway  outside  Birming- 
ham. So  far,  Goode  has  sold  rights  to 
the  flanks  of  eight  Bessies  for  about 
$40  per  cow  per  week.  His  first  cus- 
tomer: Ben  &  Jerry's  ice  cream.  A  local 
marketing  company  has  booked  sever- 
al more,  and  other  customers  are  lining 
up.  "We  have  to  look  for  new  areas  of 
revenue,"  says  Goode.  "It  seemed  a 
good  way  for  them  to  earn  their  keep." 
-Carla  Koehl  and  Lucy  Howard, 
Newsweek  ■■ 
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The  Guardian  Life 
Insurance  Company  of 
America  offers  today's 
intelligent  financial  tools. 

It  takes  the  right  financial  tools  to  make  sure  your 
financial  plan  meets  all  the  goals  you've  set  for 
your  family's  security.  Today,  some  of  the  most 
intelligent  tools  to  do  the  job  are  offered  by 
The  Guardian,  including  outstanding  life  insurance 
products  and  disability  income  insurance. 

*The  Park  Avenue  Portfolio  family  of  mutual 
funds  or  The  Guardian  Investor  variable 
annuity,  offered  through  Guardian  Investor 
Services  Corporation,  can  also  play  an  important 
role  in  your  family's  financial  future.  Ask  for  a 
fund  prospectus  for  any  mutual  fund  investment 
which  contains  more  complete  information 
including  charges,  fees  and  expenses.  Read  it 
carefully  before  investing  or  sending  money. 

In  fact,  The  Guardian  should  be  the  centerpiece 
of  your  personal  financial  planning  for  three 
good  reasons.  First,  because  The  Guardian  has 
been  helping  families  financially  for  over  136 
years.  Second,  because  The  Guardian  offers  a 
comprehensive  range  of  insurance  policies  that 
provide  tax  advantages  with  minimum  risk. 
*And  third,  because  The  Guardian,  through 
Guardian  Investor  Services  Corporation,**  offers 
attractive  investments  along  with  various  options. 

Here's  an  important  bit 
of  information. 

Standing  behind  all  Guardian  products  is  one 
of  the  strongest  financial  companies  in  America.** 
Every  year,  year  after  year,  The  Guardian  Life 
Insurance  Company  of  America  receives  the 
highest  ratings  from  the  leading  independent 
ratings  services.*** 

Call  1-800-662-1006  now  and  learn  why 
The  Guardian  is  The  Intelligent  Choice  for  Life 
Insurance,  Group  Insurance,  Reinsurance, 
Disability  Income  Insurance,  Equity  Products* 
or  Group  Pensions. 


^  The  Guardian 

The  Intelligent  Choice" 

Since  1860 


*Equity  products  are  offered  through  Guardian  Investor  Services 

Corporation ",  an  indirect  wholly-owned  subsidiary  of  The  Guardian  Life 

Insurance  Company  of  America.  Member  NASD,  SIPC. 

**Financial  information  for  The  Guardian  Life  Insurance  Company 

of  America  as  of  12/31/95:  Admitted  Assets  =  $10,961  billion;  Liabilities  = 

$9,846  billion  (includes  $7,585  billion  in  reserves);  Surplus  =  $1,115  billion. 

***As  of  June  1996,  the  ratings  received  were  Moody's  Investors  Service: 

Aaa;  Standard  &  Poor's:  AAA;  Duff  &  Phelps:  AAA;  and  A.M.  Best:  A++. 

These  ratings  reflect  The  Guardian  Life  Insurance  Company  of  America's 

financial  stability  and  claims-paying  ability,  not  the  safety  or  the 

performance  of  any  variable  account. 

©1996  The  Guardian  Life  Insurance  Company  of  America 

201  Park  Avenue  South,  New  York.  NY  10003 


You  might  want  to  consider  moving  to 
give  yourself  a  longer  commute. 


The  redesigned  1996 
Mercedes-Benz  SL-Class. 
The  world's  first  convertible 
with  door-mounted  side 
air  bags.*  Plus  a  spirited 
5-speed  automatic  transmission; 
a  smart,  surefooted  traction 
control  system;  and  many  other 
features  that,  unfortunately, 
tend  to  shorten  the  distance 
between  Point  A  and  Point  B. 
For  more  information,  call 
1-800-FOR-MERCEDES. 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


TAIWAN— READY  FOR  A  STRONG  BOUND  FORWARD 


Taiwan,  with  the  inauguration  of  democratically 
elected  President  Lee  Teng-hui — and  with  Chinese  mis- 
siles no  longer  dropping  into  its  coastal  waters — is  ready 
for  a  strong  leap  forward.  President  Lee's  inaugural 
speech,  an  admirable  combination  of  firmness  (declaring 
Taiwan  "a  sovereign  state")  and  desire  for  peaceful  solu- 
tions to  problems  with  the  Mainland,  is  the  voice  of  a 
mature,  stronger  Taiwan. 

President  Lee's  offer  to  go  to  Beijing  was  a  necessary 
first  step  in  securing  a  more  balanced  relationship  with  the 
People's  Republic  of  China.  It  was 
also  a  masterstroke  in  that  it  left  """" 
China  floundering  for  several  days, 
during  which  the  PRC  demonstrat- 
ed its  inability  to  speak  with  one 
voice  or  to  respond  quickly. 

President  Lee  told  us  during  our 
recent  visit  that  although  he  had 
felt  China  was  bluffing  during  its 
missile  demonstrations,  Taiwan  had 
been  prepared.  He  also  said  the 
U.S.'  sending  two  aircraft  carriers 
was  an  excellent  way  for  us  to  show 
our  support  of  his  country  and  to 
demonstrate  that  we  consider  our- 
selves a  part  of  the  Pacific  Rim  defense  system. 

President  Lee's  large  majority  win  in  the  election  and 
the  people's  obvious  pride  in  their  unity  and  strength  are 
good  omens  for  Taiwan's  future  growth  and  develop- 
ment. The  economy  is  strong.  While  there  has  been 
some  unemployment  (2.2% — small  by  our  standards), 
Taiwan  is  bringing  in  more  than  220,000  foreign  work- 
ers. A  5.25%  growth  rate  in  the  GDP  is  forecast  for  this 
year — over  twice  that  of  the  U.S.;  Taiwan's  trade  balance 
is  favorable;  inflation  is  a  low  2.8%,  and  per  capita  GDP 
is  $12,439,  compared  with  $3,679  on  the  Mainland. 

As  a  result  of  Taiwan's  continuing  economic  strength 
and  of  the  President's  own  determination  and  skills,  Mr. 
Lee  expects  there  will  be  direct  links  with  the  PRC  in  20 
to  30  months.  Currently,  70%  of  investment  in  and  con- 
nections to  the  Mainland  are  made  through  Hong 
Kong.  Vice  President  and  Premier  Lien  Chan  empha- 
sized that  President  Lee's  offer  to  go  to  Beijing  had  "no 
strings  attached." 

Taiwan  is  obviously  interested  in  what  China  will  do 


CWW  and  President  Lee  taking  pleasure  in  our 
Apr.  8  cover  story  on  Taiwan. 


with  Hong  Kong  after  July  1,  1997.  Taiwanese  officials 
are  optimistic,  albeit  cautiously,  because  they  know  the 
PRC  better  than  most.  As  a  result,  Taipei's  investments 
in  China  are  made  with  the  idea  that  they  must  be  mov- 
able and  be  hedged  against  the  possibility  of  expropria- 
tion— always  a  possibility  in  a  country  with  no  rule  of  law. 

Lien  Chan  expects  China  will  keep  its  word,  leaving 
Hong  Kong  essentially  alone  for  50  years  because  China 
needs  a  prosperous  Hong  Kong.  He  noted  that  while 
much  of  coastal  China,  with  its  increasing  autonomy 
and  its  proximity  to  capitalist  Hong 
Kong,  has  a  fast-growing  economy, 
vast  parts  of  the  interior  are  still 
suffering  extreme  poverty  and  stag- 
nation   under   communist  rule. 
Under  these  conditions,  "China 
already  is  one  country  with  two  sys- 
tems," he  said. 

Lien  Chan  spoke  frankly  about 
the  problems  Taiwan  has  encoun- 
tered in  carrying  out  its  gigantic 
new  infrastructure  program.  Too 
much  was  attempted  too  soon, 
with  the  easy  projects  (those  with 
little  public  opposition  or  reloca- 
tion problems)  completed  first.  The  Free  China  Review, 
published  by  the  Government  Information  Office,  has 
also  been  frank  in  conceding  the  corruption  and  mis- 
management, as  well  as  large  cost  overruns,  by  many  of 
the  foreign  firms  employed  in  building  the  new  subways, 
highways,  communications  nets  and  power  plants  and  in 
making  environmental  improvements. 

Taiwan  is  dealing  with  these  mounting  problems  and 
has  not  hesitated  in  vigorously  punishing  corruption  and 
racketeering.  This  multibillion-dollar  program  is  now 
seen,  sensibly,  as  a  ten-year  project  rather  than  the  six- 
year  one  it  was  originally  touted  to  be. 

Taiwan  is  an  example  of  how  much  a  capitalistic  system, 
undergirded  by  increasingly  democratic  principles  and  hav- 
ing wise  leadership,  can  offer  its  people.  Its  goal  is  to  be  a 
regional  finance  center — one  that  aids  other  countries — 
thus  becoming  a  key  trading  partner  with  the  Pacific  Rim 
nations.  Taiwan  is  well  along  the  road  to  achieving  this.  It 
will  continue  to  be  a  strong  and  cooperative  friend  of  the 
U.S.' — we  must  unequivocally  reciprocate.  H 
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EPSON  STYLUS  PRO. THE  WORLD'S  BEST  COLOR  INK  JET  PRINTER. That's  no  overstatement.  Why?  Because  of  features  like 
true  720x720  dpi  for  amazing  Photo  Quality  color  printing  on  transparencies,  envelopes- 


CALL  1  800  GO  EPSON 


ASK  FOR  OPERATOR  3100 


virtually  any  media.  Superior  ink  jet  technology  for  a  cleaner,  more  consistent  dot  pattern.  PC  and  Mac  compatibility. 
And  of  course,  dazzling  color.  Epson  Color.  Best  of  all,  the  STYLUS  PRO  is  easy  to  use  and  at  about  $459,  also  pretty 
easy  to  afford.  So  now,  there's  no  reason  why  all  your  documents  should  be  anything  less  than,  well... brilliant. 
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Based  on  research  conducted  by  MacWorld  Magazine  Home  Office  Computing,  and  PC  Digest  (Vol  10,  No  4),  independent  ratings  reports  that  awarded  the  Epson  Stylus  Pro  Ihe  highest  rating  in  its  class  Street 
pncemay  vary  Epson  and  Epson  Stylus  are  registered  trademarks  of  Seiko  Epson  Corp  All  other  trademarks  are  the  property  of  their  respective  owners  ©  1996  Epson  America,  Inc  http://www.epson.com. 
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The  American  autobahn 


BY  R.  LEE  SULLIVAN 


"We're  not 
going  to  let 
people  drive 
amok  here," 
warns  Colonel 
Reap. 


Last  month  I  visited  Montana — not  for  the 
fly-fishing,  but  to  see  how  fast  I  could  drive 
from  one  end  of  the  state  to  the  other.  In 
December  Montana  became  the  only  state  in 
the  Union  without  a  daytime  speed  limit. 
You're  required  to  drive  at  "reasonable  and 
prudent"  highway  speeds.  But  one  man's 
prudence  is  another  man's  excess 
former  high  school  hot- 
rodder  with  a  list  of  mov- 
ing violations  as  long  as 
your  arm,  I  topped  out  my 
Mazda  Miata  at  116mph 
on  Interstate  90  between 
Butte  and  Missoula. 

Gearheads   like   me  are 
Colonel  Craig  Reap's  worst 
nightmare.    Chides  Reap, 
head  of  the  Montana  High- 
way Patrol:  "We  have  a  con- 
cern about  sports  car  enthusi- 
asts who  think  the  speed  limit 
is  unlimited."  Reap  intends  to 
push  the  state  legislature  to 


*  4 


enact  a  specific  speed  limit. 

Studies  show  that  75mph  is  the  top  speed 
most  drivers  feel  comfortable  with.  Even 
Montana's  Department  of  Transportation 
concedes  that  average  speeds  on  the  state's 
highways  have  barely  changed  since  the  limit 
was  repealed;  nor  have  traffic 
fatalities  risen. 

So,  what's  the  problem?  The 
current  law  is  too  subjective . 
Drivers  who  do  get  nabbed 
for  exceeding  what  the  police 
consider    "reasonable  and 
prudent"  speeds  often  get  let 
off  by  judges.  Colonel  Reap 
and  other  police  officials, 
therefore,  want  firmer  guide- 
lines. "We're  not  going  to 
let    people    drive  amok 
here,"  he  warns.  "Don't 
drive  so  fast  you  can't  en- 
joy the  scenery!" 

Oh,  yes.  I  didn't  see  a 
single  state  trooper  the  entire  trip. 


Sweatshop  politics 


BY  TIM  W.  FERGUSON 


Why  must 
Pete  Wilson's 
bureaucracy 
harass  an 
industry  that 
provides  jobs 
aplenty 
to  industrious 
Californians? 


On  June  12  state  and  federal  agents,  support- 
ed by  a  crew  from  the  muckraking  NBC 
Dateline  television  show,  showed  up  at  the 
Orange  County,  Calif,  garment  factories 
owned  by  A&G  Inc.  and  two  sister  companies. 
The  plan:  to  break  up  another  abusive  "sweat- 
shop." The  raiders  found  hardly  anything  out 
of  place.  A  few  ticky-tack  osha  violations, 
but  no  horrible  working  conditions,  obvi- 
ous shortchanging  of  the  700  employees 
or  even  lack  of  proper  business  records. 

Did  NBC  apologize  to  the  T  shirt 
makers?  Did  the  cops?  Of  course  not, 
even  though  the  disruption  cost  hundreds 
of  man-hours  of  production  time  and 
potentially  damaged  the  company's  repu- 
tation with  lenders  and  customers.  Legal 
contractors  have  sought  tougher  policing 
against  illicit  shops,  but  hardly  this. 

After  the  sweep,  the  firm's  Pakistani- 
born  chief  executive,  Rauf  Gajiani,  was 
informed  he'd  receive  follow-up  visits  later 
in  the  month — with  appointments,  this 
time,  and  no  TV.  The  company  naturally  was 
mum  about  the  episode,  but  others  voiced 
outrage.  "The  only  people  the  state  raids  are 
the  people  who  are  registered"  and  not  those 
who  are  underground,  says  Use  Metchek  of  the 
California  Fashion  Association.  "They  keep 
going  after  the  good  ones."  State  officials  deny 
this  and  say  they  must  respond  to  complaints, 


but  it's  surely  easier  to  find,  and  fine,  going 
concerns  than  illegal  shops. 

Garmentmaker  Gajiani  and  his  partner, 
Amin  Ghaffar  Amdani,  are  part  of  a  Los 
Angeles-area  industry  that  employs  at  least 
150,000  persons,  making  it  second  in  the 
nation  to  New  York  in  design,  retail  and  sup- 


port services,  and  actually  larger  in  manufac- 
turing. Los  Angeles'  strength  is  in  quick-turn- 
around, made-to-order  manufacture.  Its 
seamstresses  don't  make  a  lot  of  money — 
minimum  wage  to  start  is  common — but  they 
are  gainfully  employed.  The  industry  provides 
innumerable  technical,  managerial  or  entre- 
preneurial opportunities  for  immigrants  like 
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Gajiani  and  Amdani. 

High-handedness  by  agents  of  Labor 
Secretary  Robert  Reich  is  to  be  expected  in  an 
election  year.  But  it  is  curious  that  California 
Governor  Pete  Wilson  lets  his  agents  harass  an 


industry  that,  for  all  its  sad  stories,  provides 
work  and  upward  mobility  to  the  poorest  seg- 
ment of  his  population.  A  business-friendly 
state  would  at  least  say  sorry  to  the  Gajianis 
and  Amdanis  and  tell  the  world  they're  clean. 


A  nest  oi  cousins 


BY  SETH  LUBOVE 


Two  branches 
of  one  family; 
each  oblivious 
of  the  other. 


When  my  father's  obitu- 
ary was  published  last 
year,  I  got  the  usual  con- 
dolence letters  from  long- 
lost  friends,  colleagues, 
even  an  ex-girlfriend.  But 
I  never  expected  to 
receive  a  letter  a  year  later 
from  a  relative  I  didn't 
know  existed. 

My  first  thought  was 
that  I  was  the  victim  of  a 
scam:  brilliant  in  execu- 
tion, stupid  in  its  selection 
of  a  sucker.  Tobacco 
heiress  Doris  Duke's 
estate  would  have  been  a 
more  profitable  mark.  But 
hey,  why  not  go  along? 
Who  knows,  I  figured, 
maybe  I  was  related  to, 
say,  a  distant  branch  of  the  Rockefellers?  Gettys? 
Forbeses? 

Nothing  so  exotic,  it  turns  out.  Apparently, 
my  great-grandfather  fled  from  Russia  to  avoid 


being  drafted  during  the 
Russo-Japanese  War  of 
1904-05.  He  left  behind 
a  wife  and  two  children, 
one  of  whom  was  my 
grandfather.  Grandpa 
later  immigrated  to  New 
York. 

When  great-grandpa 
arrived  in  Chicago,  he 
married  again  and  started 
a  new  family.  His  chil- 
dren by  his  first  wife 
either  didn't  know  about 
the  second  family  or 
chose  not  to  tell  me. 
Two  branches  of  the 
same  family,  living  in  the 
same  country,  each  obliv- 
ious of  the  other.  Alas, 
no  Rockefellers,  but  I  did 
discover  that  Maxine  Chernoff,  the  poet  and 
novelist,  is  a  half  cousin.  It  was  strangely  pleas- 
ing, finding  a  whole  set  of  relatives  I  didn't 
know  existed.  mm 
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The  Federal  Reserve  is 
unlikely  to  raise  short-term 
interest  rates  through  the 
rest  of  the  year,  according 
to  Steven  Katz,  an  econo- 
mist at  Sanford  C.  Bernstein 
in  New  York.  Why?  Katz  says 
that  when  manufacturing 
capacity  utilization  stands 
at  82%  or  less,  there  is  no 
threat  of  inflation  for  the 
following  six  months.  Katz 
points  out  that  for  the  three 
months  ending  in  May,  manu- 
facturers operated  below 
the  danger  level.  He  expects 
that  to  continue. 


285 


245 


Closeup  on  the  Forbes  Index 


J  JASONDJ  FMAM 


205 


165 


Current  275.4*         Previous  274.lt        Percent  change 


'Preliminary  t 

Revised 

The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Anything  that  can  be  done 
can  be  done  better. 


ft 


ev. 


Mike  Tigson,  Logistics  Planning  Manager 
Philips  Semiconductors,  Sunnyvale,  CA 


I'm  Mike  Tigson,  from  the  Semiconductors 
division  of  Philips  Electronics.  My  job  is  to 
improve  our  delivery  performance  to  major 
manufacturers  of  products  like  computers 
and  printers. 

Since  every  customer  defines  on-time 
delivery  differently,  we've  created  separate 
teams  to  focus  on  each  customer.  It's  working 
so  well,  many  of  our  biggest  customers  now 
rate  us  number  one  for  delivery. 

We  said  we'd  make  things  better.  And 
we  delivered. 


PHILIPS 


PHILIPS 


1 1996  Philips  Electronics  North  America  Corporation 


.  Careful, 
The  Edges  Are  Sharp 


•  j45-horsepower,  2.2-liter,vtec  engine 
•  Dual  air  bags  standard 
♦  Anti-Lock  Braking  System  tABSI 
•  Six-speaker,  AM/fM  stereo  with  in-dash  CD  player 

♦  Keyless  entry  system 

♦  Poker  driver's  seat 

♦  Leather-appointed  interior' 

♦  Priced  from  $22,1101 


'hen  the  engineers  at  Acura  were  told  to  design 
something  "cutting  edge,"  they  took  the  words  quite  literally. 

The  result  may  well  be  the  most  exciting  luxury 
sports  coupe  to  date.  The  new  Acura  2.2CL. 

Consider  its  sweeping  profile  and  the  subtle  crease 


4-wheel  double-wishbone  suspension  on  16-inch  alloy  wheels 
delivers  a  smooth  ride  while  holding  the  road  like  a  loved  one. 

In  the  roomy  yet  intimate  cabin,  you'll  find  the  look 
of  rich  wood  trim,  an  Automatic  Climate  Control  System,  a 
power  moonroof  and  a  six-speaker  CD  sound  system. 


that  bisects  this  car  from  the  grille  to  sculpted  trunk- which, 
thanks  to  a  unique  security  system,  is  not  marred  by  so  much 
as  a  keyhole.  But  naturally,  the  beauty  of  the  Acura  CL  goes 
far  deeper  than  its  striking  body.  A  responsive,  2.2-liter 
VTEC  engine  belts  out  a  tribute  to  its  racing  heritage.  The 


Designed,  engineered  and  built  in  America,  the  Acura 
CL  manages  to  be  something  that  is  increasingly  rare  in  a 
luxury  sports  coupe:  an  automobile  that  doesn't  just  cut 
through  the  wind,  it  cuts  through  the  clutter. 

For  more  information,  call  1-800-TO-ACURA.  aCwiaa 


rurues 


Folks  still  flock  to  Las  Vegas,  but  they  ain't  betting  like  they  used  to. 
Is  the  long  boom  in  gambling  stocks  finally  over? 

Snake  eyes? 


By  Seth  Lubove 

On  June  20,  citing  intense  competi- 
tion in  its  Atlantic  City  and  Reno 
gambling  markets,  Harrah's 
Entertainment  Inc.  announced 
that  its  1996  earnings  will  likely  be 
lower  than  Wall  Street's  expecta- 
tions. Anticipating  the  announce- 
ment, The  Street  hammered 
Harrah's  stock  from  38%  in  early 
June  to  a  recent  28. 

Harrah's  won't  be  the  last  gaming 
stock  to  crack.  Warns  Johan  Finley, 
chairman  and  chief  executive  of  PDS 
Financial  Corp.,  a  large  casino  equip- 
ment financing  firm:  "A  lot  of  the 
multiples  being  paid  for  the  [gaming] 
stocks  are  unrealistic." 

Indeed  they  are.  Salomon 
Brothers'  gaming  stock  index  rose 
40%  during  the  first  half,  compared 
with  8.6%  for  the  s&p  500.  The  17 
stocks  in  the  Salomon  index  now 
trade  at  21.5  times  trailing  earnings, 
on  average,  while  the  s&P  sells  at  just 
19.6  times  earnings. 

Gambling  is  a  human  frailty,  com- 
mon to  most  cultures  and  climes,  and 
it's  never  smart  to  bet  against  human 
frailty.  However,  the  question  here 
isn't  whether  or  not  people  are  going 
to  cease  gambling.  It's  rather  whether 
their  betting  will  keep  up  with  the 
current  rate  at  which  die  casinos  are 
adding  space  and  rooms — and  if  the 
rooms  are  to  be  filled,  how  many 
more  costly  goodies  the  operators 
will  have  to  add  to  keep  them  filled. 

The  action  is  cooling  at  the 
nation's  gaming  tables  and  slot 
machines  at  precisely  the  moment 
when  the  houses  need  ever  bigger 
hauls  to  justify  their  stocks'  earnings 
multiples.  The  industry  keeps  adding 
capacity — in  Las  Vegas,  in  Atlantic 
City,  on  countless  rivers  and  Indian 
reservations. 

"Is  Las  Vegas  a  victim  of  its  own 
success?"  writes  Schroder  Wcrtheim 


&  Co.'s  gaming  analyst  John  Rohs  in 
a  recent  research  report.  His  conclu- 
sion: Yes. 

There's  plenty  of  evidence  to  bol- 
ster his  contention.  According  to  an 
analysis  by  Comstock  Bank  of  Reno, 
Nevada's  total  wagerings  grew  just 
short  of  6%  last  year,  to  $112  billion, 
the  smallest  gain  in  six  years.  The 
Strip  is  projected  to  add  5,000  to 
7,000  new  slot  machines  this  year, 
but  in  1995  the  average  amount  bet 
per  slot  machine  declined  2%. 

Las  Vegas  has  been  enormously 
successful  at  attracting  new  visitors, 
but  they're  gawking  more,  gambling 
less.  Visitors  to  Las  Vegas  last  year 
spent  4.1  hours  a  day  gambling, 
down  from  5  hours  in  1989 — a  near- 
ly 20%  drop — according  to  the  Las 
Vegas  Convention  &  Visitors 
Authority.  The  average  visitor  gam- 
bled $120  a  day  in  1989,  just  $114 
today.  At  the  same  time,  spending  on 
shows,  sightseeing  and  other  activi- 
ties outside  the  casinos  more  than 
tripled,  to  $97  a  day  per  visitor.  To 
the  extent  that  the  visitors  eat  or 
watch  shows  when  they  could  be 
gambling,  Las  Vegas  is  in  trouble.  It 
makes  most  of  its  money  from  gam- 
bling and  much  less,  if  anything, 
from  hotel  rooms,  restaurants  and 
nightclubs. 

To  attract  increasing  numbers  of 
low-rollers,  the  casinos  are  having  to 
add  costly  gimmicks.  At  Stephen 
Wynn's  trend-setting  Mirage  and 
Treasure  Island  casino  properties  in 
Las  Vegas,  visitors  can  be  thrilled  by 
Siegfried  &  Roy's  white  tiger  show. 
Eat  in  five  gourmet  restaurants.  Look 
at  a  simulated  volcano  erupting. 
Watch  live  dolphins  frolic  in  a  pool. 
Take  in  a  live  pirate  battle.  Attend  a 
show  staged  by  Cirque  du  Soleil. 

This  is  great  fun  for  the  kids.  But  it 
cuts  into  the  time  mom  and  dad  can 


Recreation,  replicas  (right)  in  Vegas 
Less  and  less  call 
for  the  casinos. 


spend  playing  the  slots.  And  it's 
expensive.  Mirage  Resorts'  two  big 
shows  cost  the  company  almost  $50 
million  a  year,  on  top  of  the  $23.3 
million  Mirage  spent  in  the  first  quar- 
ter alone  for  upgrades  to  a  tiger  view- 
ing area  and  the  volcano. 

Add  it  up  and  Mirage's  casino  rev- 
enues shrank  to  53%  of  its  $1.5  bil- 
lion gross  revenues  last  year,  down 
from  55%  in  1993.  Potential  bottom 
line  trouble  here:  Operating  margins 
are  51%  in  the  casinos,  but  only  16% 
for  the  entertainment  side  of  the 
business. 

For  now,  Wynn  has  been  able  to 
prop  up  Mirage's  earnings  by  raising 
show  ticket  prices  to  over  $83,  jack- 
ing up  room  rates  and  watching  his 
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costs  closely.  But  raising  prices  will 
get  much  harder  to  do  as  30,000  new 
rooms  are  opened  in  Las  Vegas  in  the 
next  few  years,  and  as  Wynn  spends 
up  to  $2.4  billion  on  three  proposed 
projects. 

Salomon  Brothers  gaming  analyst 
W.  Bruce  Turner  expects  that 
Mirage's  operating  margins,  21%  last 
year,  will  grow  to  about  24%  this  year 
but  level  off  the  next  and  decline  to 
21%  in  1998.  And  remember  this: 
Among  casino  operators,  Steve  Wynn 
is  as  talented  as  they  come.  If  he's 
squeezed,  others  will  be  squeezed 
harder. 

Competition  may  begin  whacking 
margins  in  Atlantic  City,  too, 
where  casino  operators  like  Bally 


Entertainment  Corp.,  Harrah's  and 
Donald  Trump  must  spend  more 
and  more  to  grow  their  revenue 
bases.  The  pressure  will  soon  get 
more  intense.  Among  the  names 
coming  to  Atlantic  City  or  expand- 
ing operations  there:  Mirage,  Circus 
Circus,  mgm  Grand,  Primadonna 
and  Hilton,  following  its  announced 
acquisition  of  Bally. 

The  total  handle  in  Atlantic  City 
increased  last  year  to  a  record  $37.5 
billion.  But  it  came  at  the  expense  of 
a  14%  increase  in  what  the  industry 
calls  "promotional  allowances,"  or 
freebies.  Another  harbinger:  Atlantic 
City's  tables  and  slot  machines  used 
to  yield  the  casinos  14.5  cents  per 
dollar  gambled,  but  competition  has 


squeezed  that  cash  flow  to  10  cents, 
and  the  house  percentage  continues 
to  decline.  Even  Bally's,  one  of  the 
more  successful  operators  in  Atlantic 
City,  is  warning  of  further  declines  in 
the  win  percentage  as  competition 
heats  up. 

In  short,  a  sort  of  law  of  diminish- 
ing returns  seems  to  be  setting  in. 
The  industry  is  growing,  but  the 
marginal  growth  may  be  less  prof- 
itable than  the  older  business.  It 
wouldn't  be  the  first  time  this  hap- 
pened— or  the  last.  A  business  grows 
spectacularly  and  investors  and  busi- 
nesses rush  in,  assuming  that  the 
growth  will  keep  up  indefinitely.  It 
never  does.  The  cliche  still  holds: 
"Nothing  grows  to  the  sky."  ■■ 
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Fueled  by  optimism  about  what  government  could  accomplish, 
the  industrial  nations  embarked  on  an  orgy  of  government  spending 
The  optimism  has  faded,  but  the  orgy  is  not  over. 

Grabby 
governments 


By  Peter  Brimelow 

Wk  Americans  are  not  alone.  That's  Forbes'  conclusion 
after  reading  a  recent  working  paper  by  two  International 
Monetary  Fund  economists,  Vito  Tanzi  and  Ludger 
Schuknecht.  It  shows  that  for  more  than  a  century, 
government  spending  as  a  share  of  the  economies  of  all 
the  industrialized  countries  has  moved  up  roughly  in 
tandem  (see  chart  below) . 

The  post- 1960  spending  surge,  Tanzi  and  Schu- 
knecht say,  was  unusual:  It  was  associated  not  with 
war  but  with  a  worldwide  optimism  about  the 
effectiveness  of  government  intervention  that  had 
been  generations  in  the  making. 

The  average  government  grab  in  their  17- 
country  sample  increased  from  27.9%  of  GDP  in 
1960  to  42.6%  in  1980.  The  bulk  of  that 
increase:  transfers  and  subsidies,  up  from 
8.3%  in  1960  to  21.2%.  These  represent 
programs  designed  to  Right  Wrongs,  such 
as  President  Lyndon  Johnson's  War  on 
Poverty. 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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This  nearly  ubiquitous  optimism  about  what  govern- 
ment could  do  has  turned  out  to  be  wrong.  The  IMF 
economists  point  out  that  change  in  social  indicators  like 
literacy,  secondary  school  enrollment,  life  expectancy  and 
(for  what  it's  worth)  income  distribution  has  everywhere 
been  "modest"  since  1960. 

Tanzi  and  Schuknecht's  work  also  shows,  not  coinci- 
dentally,  that  Japan  and  the  U.S.,  the  two  most  successful 
major  economies  both  in  total  gross  domestic  product  and 
in  GDP  per  capita,  still  have  the  least  grabby  governments — 
although  they're  getting  grabbier.  In  short,  though  gov- 
ernment has  gotten  bigger  everywhere  in  the  industrial 
world,  those  countries  in  which  it  is  smallest  have  done  the 
best.  (Note  that  the  IMF  economists,  by  giving  data  for 
specific  years,  have  smoothed  the  impact  of  the  two  World 
Wars  and  the  Depression.) 


Tanzi  and  Schuknecht's  conclusion:  Government 
spending  is  inefficient,  socially  and  economically,  when  it 
exceeds,  say,  30%  of  GDP.  It  should  and  can  be  rolled  back 
to  that  level — as  has  actually  happened  in  Chile  and  New 
Zealand  (well,  almost). 

Unfortunately,  this  recommendation  collides  head-on 
with  the  internationally  renewed  government  grab  about 
to  be  caused  by  the  interaction  between  current  pay-as- 
you-go  entitlement  schemes  like  Social  Security  and  the 
aging  1947  to  1961  baby  boomers  (Forbes,  July  1). 

Forbes  calculates  that  unless  entitlement  policy  is 
changed,  several  other  countries  will  be  verging  on  a 
Swedish-scale  government  grab  (1994,  68.8%)  before  the 
baby  boomers  finally  die  off.  The  U.S.?  We  will  merely  be 
somewhat  worse  off  than  Britain  today — but  with  an  18.5% 
federal  deficit.  Is  that  what  we  want  for  the  future?  SM 


65% 


65.1% 


Graying  population  plus  entitlements 
equal  government  growth 

Government  spending  as  %  of  GDP  (federal,  state  and  local) 
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The  recent  U.S.  budget  compromise  projects 
that  federal  spending  will  diminish  through  the 
year  2000.  After  that,  entitlements  will  kick  in. 


1994  2000  2010  2020 

Sources-  Bipartisan  Commission  on  Entitlements  (U.S.),  World  Bank,  0ECD  (U.S.,  1994;  Japan,  Germany,  France  and  United  Kingdom). 
Non-U.S.  calculated  by  Edwin  S.  Rubenstem  based  on  World  Bank  population  promotions.  Discretionary  spending  kept  at  1994  proportions. 
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Before  you  rush  out  and  sign  your  company  up  for 
managed  health  care,  remember  there  are  alternatives  that 
are  better  for  both  employee  and  employer. 


Don't  let  them  rush 
you  into  an  HMO 


By  Brigid  McMenamin 

Powers,  Pyles,  Sutter  &Verville 
is  a  Washington,  D.C.  law  firm  that 
negotiates  hospital  mergers,  litigates 
Medicare  claims  and  lobbies  for  hos- 
pitals and  health  maintenance  organi- 
zations (hmos).  Good  credentials, 
you'd  think,  for  dealing  with  any 
health  care  matter.  Thus,  when  the 
23-lawyer  firm  found  Blue  Cross  pre- 
miums rising  some  20%  a  year,  the 
partners  thought  it  would  be  easy  to 
find  a  cheaper  managed  care  plan. 

Oh,  yeah?  This  "easy"  search 
turned  into  a  nightmare. 

Last  year  senior  partner  Galen 
Powers  started  shopping  around. 
After  reading  some  fancy,  glossy 
brochures  that  promised  premiums 
some  30%  cheaper  than  what  Blue 
Cross  was  asking,  as  well  as  $10  doc- 
tor visits,  he  decided  to  sign  the  firm 
up  for  a  Rockville,  Md.  HMO  called 
Optimum  Choice,  part  of  Mid 
Atlantic  Medical  Services. 

In  the  nick  of  time  partner  James 
Pyles  discovered  that  Optimum 
Choice  had  just  been  denied  accredi- 
tation by  the  National  Committee  for 
Quality  Assurance,  the  Washington, 
D.C. -based  private  organization  that 
hmos  pay  to  do  report  cards  on  them 
and  is  taken  seriously.  The  committee 
turned  Optimum  Choice  down 
because,  for  instance,  it  didn't  check 
with  die  medical  schools  to  make  sure 
its  doctors  had  graduated. 

Oops.  Taking  no  chances,  the  law 
firm  began  a  new  search.  Pyles  talked 
to  several  insurance  brokers  and  stud- 
ied the  detailed  fine-print  contracts 
from  eight  companies.  He  finally 
picked  a  so-called  preferred  provider 
(pro)  plan  from  a  De  Pere,  Wis. -based 


managed  care  outfit  called  Employers 
Health — now  part  of  Humana.  It 
boasted  shiny  membership  cards  with 
a  long  list  of  "preferred"  doctors  who 
would  treat  member  patients  for  only 
$  1 5  a  visit. 

But  when  lawyers  presented  their 
cards  at  doctors'  offices,  all  they  got 
was  blank  stares.  They  had  to  pay  their 
own  bills,  then  wait  for  reimburse- 
ments. Turns  out  the  plan  they  signed 
up  for  wasn't  the  one  the  insurance 
broker  had  described.  (In  a  revealing 
remark,  one  partner  says  it  wouldn't 
be  worth  it  for  the  law  firm  to  sue  the 
broker.  "Too  expensive,"  he  says.) 

The  law  firm  cannot  go  back  to 
Blue  Cross,  because  several  employees 
have  conditions  that  would  mean 
they'd  have  to  pay  even  higher  premi- 
ums than  before.  One  partner's  wife 
wouldn't  be  covered  at  all.  So  though 
they're  now  in  the  ppo,  they're  still 
stuck  with  Employers  Health.  Pyles 
refuses  to  comment.  But,  says  partner 
Richard  Verville:  "If  we  can't  figure 
out  how  these  things  work,  we  pity 
the  poor  consumer." 

Managed  care  sounds  great  on 
paper,  but  it  has  many  pitfalls.  If  you 
buy  a  product  and  it  doesn't  work, 
you  can  usually  take  it  back.  But  by 
the  time  you  discover  whether  your 
managed  care  plan  is  satisfactory  or 
not,  it  may  be  too  late  to  do  much 
about  it.  Here  are  some  survival  tips 
for  navigating  these  waters: 
•  Don't  assume  that  picking  a  man- 
aged health  care  plan  will  save  money. 

The  cheapest  thing  you  can  buy  is 
catastrophic  coverage  that  takes  care 
of  the  big  medical  bills  most  people 
just  can't  handle — for  accidents  and 


serious  diseases.  Some  82%  of  employ- 
ees say  this  is  the  kind  of  coverage 
they  need  most. 

Managed  care  programs  don't  offer 
catastrophic  coverage  alone.  They 
always  include  routine  doctor  visits 
and  preventive  care.  And  they  often 
include  a  whole  lot  more — everything 
from  how  to  stop  smoking  to  elective 
abortions  in  their  standard  plans. 

Employers  can't  say  no  to  such 
unwanted  extras  any  more  than  a  lux- 
ury car  buyer  can  say  he  doesn't  want 
air  conditioning  or  upholstery.  "I've 
seen  employers  buy  ppos  and  their 
costs  take  off,"  warns  Ernst  &  Young 
health  care  management  consultant 
Richard  Chelko.  Offered  the  extra 
services,  employees  start  using  them. 

In  Seattle,  a  market  where  hmos  are 
well  established,  hmo  plans  like 
Group  Healtii  Cooperative  of  Puget 
Sound  or  HealthPlus — a  division  of 
Blue  Cross — or  QualMed  cost  as 
much  as  traditional  indemnity  plans, 
some  $120  to  $150  per  employee  per 
month,  and  the  premiums  are  rising 
just  as  fast  according  to  veteran 
Seattle  broker  and  consultant  Gary 
Cummings.  In  New  Jersey,  hmos 
actually  cost  more  than  traditional 
indemnity  insurance. 
•  Watch  out  for  employee  lawsuits. 

Employers  who  choose  managed 
care  may  find  themselves  in  court  if 
the  plan  administrators  turn  out  to  be 
poky  or  stingy,  reluctant  to  approve 
certain  procedures  or  careless  about 
employing  incompetent  doctors. 

California  plaintiff  lawyer  Mark 
Hiepler  recently  got  rich  on  an  $89 
million  verdict  against  an  HMO  called 
Health  Net  that  refused  his  sister  a 
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bone  marrow  transplant.  The  next 
logical  step,  Hiepler  says,  is  to  go  after 
employers  who  select  these  managed 
care  plans  for  their  employees. 

"It's  only  a  matter  of  time,"  agrees 
employee  benefits  lawyer  Paul 
Goldstein,  citing  a  recent  United 
States  Supreme  Court  case  that  says 
workers  may  sue  employers  who  mis- 
lead them  about  benefits.  Goldstein,  a 
partner  with  New  York's  Parker 
Chapin  Flattau  &  Kimpl,  urges  this 
advice  on  his  corporate  clients:  To 
protect  against  liability,  warn  your 
employees  not  to  confuse  what  the 
HMO  is  willing  to  cover  with  what 
might  be  best  for  them  medically. 

In  other  words,  shift  the  ultimate 
responsibility  to  the  employee  for 
health  care  choices.  Which,  of  course, 
undermines  the  whole  concept  of 
managed  care. 

•  Your  best  bet  is  an  old-fashioned 
indemnity  (fee-for-service)  contract 
that  covers  hospitalization  and  major 
medical  expenses.  Don't  be  put  off  by 
brokers  who  say  this  kind  of  coverage 
isn't  available. 


You  can  get  indemnity  insurance 
anywhere — even  in  California,  the 
land  of  managed  care.  Guardian  and 
Principal  Financial  still  offer  it.  The 
brokers  just  don't  like  to  tell  you 
about  it  because  the  commissions 
aren't  as  good. 

Especially  if  your  employees  are 
young  and  healthy,  don't  assume  that 
you  have  to  accept  managed  health 
care.  Ask  Richard  Allen,  president  of 
New  York  City- based  American 
Corporate  Benefits.  He  found  indem- 
nity insurance  for  a  150-employee 
client.  With  annual  premiums  of  only 
$720,000,  (including  families)  it  cost 
no  more  than  a  managed  plan.  The 
reason?  "They  did  not  have  old 
employees,"  explains  Allen. 
•  A  high-deductible  indemnity  plan 
can  save  even  more  money.  But  legis- 
lators, obsessed  with  socializing  health 
care,  are  trying  to  stamp  them  out. 

Swapping  his  $250  deductible 
indemnity  plan  for  one  with  a  $2,500 
deductible,  Sal  Risalvato,  owner 
of  a  Riverdale,  N.J.  11-  (4  full-time) 
employee  service  station  and  auto 


repair  shop,  cut  his  premiums  almost 
50%,  to  $8,000  a  year,  in  1992.  In 
1994  the  state  legislature  capped 
deductibles  at  $1,000.  But  his  premi- 
ums are  still  less  than  what  they  were 
before. 

•  Set  up  a  Medical  Savings  Account 
(MSA)  plan  so  your  employees  can  pay 
their  own  routine  medical  bills  with 
pretax  dollars,  knowing  they  have 
high-deductible  catastrophic  cover- 
age, just  in  case. 

James  Weed,  owner  of  a  Michigan- 
based  leasing  firm  called  Accent 
Leasing,  set  up  an  MSA  plan  for  his  ten 
employees  two  years  ago.  It  has  a 
$2,000  deductible,  so  the  premiums 
are  low — just  $89.13  per  month  for 
singles,  $205.59  for  families.  Weed 
sets  aside  an  extra  $1,500  per  indi- 
vidual, $2,000  per  family,  to  pay  for 
routine  medical  expenses. 

At  the  end  of  the  year,  each 
employee  gets  to  keep  10%  of  what's 
left  in  his  account.  Last  year  all  but 
one  got  refunds.  "If  we  can  do  it,  I 
think  most  people  can,"  says  Weed. 
(Forbes  puts  aside  $1,500  for  each 
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written  by  lobbyists  for 
psychiatrists  and  acupunc- 
turists. Health  insurance 
taxes  (2%  to  3%  of  premi- 
ums). Community  rating 
and  guaranteed  issue  laws 
that  force  companies  with 
healthy  employees  to  sub- 
sidize everyone  else. 

Employers  are  fleeing 
into  the  arms  of  Erisa, 
throwing  a  wrench  into 
state  health  care  "reform" 
schemes.  Unwilling  to 
change  course,  state  regu- 
lators are  trying  to  bring 
self-insured  companies 
under  their  control.  How? 

Some  states'  bureaucrats 
harass  small  employers' 
self-insurance  pools, 
demanding,  for  instance, 


that  they  produce  non- 
existent federal  Erisa  cer- 
tificates. The  House  of 
Representative's  recently 
passed  a  bill  to  stop  that. 
But  Senator  Nancy 
Kassebaum  (R-Kans.) 
vows  that  those  sections 
must  die  before  the  bill 
goes  to  the  President. 

Some  states  arc  even 
outlawing  low-deductible 
stop- loss  coverage  as  a  way 
of  forcing  small  employers 
to  walk  the  plank  into  the 
state -regulated  insurance 
market.  (The  National 
Association  of  Insurance 
Commissioners  came  up 
with  that  sneaky  idea.) 

Last  tall  Baltimore,  Md.- 
based  Bclfort  Instrument 


threatened  to  flee  the  state 
when  the  insurance  com- 
missioner raised  the  stop- 
loss  deductible.  In  March 
a  federal  judge  struck 
down  the  rule,  saying  it 
violates  Erisa.  But  New 
Jersey  and  Missouri  have 
pulled  the  same  stunt.  And 
in  New  Jersey,  no  one  has 
challenged  it- — so  far. 

In  1994  ten  states  tried 
to  get  Congress  to  waive 
Erisa  so  they  could  con- 
trol self-funded  plans. 
That  bid  flopped. 
Reformers  aren't  giving 
up.  Senator  Hatfield 
(R-Ore.)  says  he'll  get 
Congress  to  appoint  a 
commission  to  find  a  way 
around  Erisa.-B.McM.  H 


Banning  self- 
insurance? 

Self-insurance  is  die  last 

refuge  for  businessmen 
who  would  resist  political 
control  of  health  insur- 
ance. And  it's  under  siege. 

Self-insured  health  plans 
are  exempt  from  most  state 
regulations  because  they're 
set  up  under  a  federal  law 
called  the  Employee 
Retirement  Income  Securi- 
ty Act  (Erisa).  And  federal 
laws  preempt  state  laws. 

So  self-insured  employ- 
ers don't  have  to  worry 
about  the  state  laws  that 
have  destroyed  regular 
health  insurance. 

Mandatory  benefits, 

employee's  day-to-day  medical 
expenses.  Whatever  is  left  at  the  end 
of  the  year  goes  to  the  employee.) 

Researchers  at  Cleveland  State 
Universiry  recently  surveyed  27  small 
and  midsize  Ohio  firms  that  use  msas. 
They  discovered  employers  were  sav- 
ing 12%,  and  employees  were  spend- 
ing less,  too.  Some  $317  less  for  indi- 
viduals and  $1,355  for  families. 
•  Consider  self-insurance. 

Many  states  mandate  coverage  for 
everything  from  acupuncture  to  psy- 
chotherapy. Want  a  birthmark 
removed?  Minnesota  says  if  it's  port 
wine-colored  your  insurance  must 
pay.  Can't  have  a  baby?  In  Illinois  and 
ten  other  states  insurance  must  pay  for 
fertility  treatments.  Mandates  drive  up 
costs.  By  self-insuring  you  can  avoid 
these  oppressive  laws. 

Under  the  Federal  Employee 
Retirement  Income  Security  Act 
(Erisa),  companies  that  self-insure 
aren't  subject  to  these  state  laws.  Thus 
you  can  save  money  by  covering  only 
serious  accidents  and  illnesses  insur- 
ance was  meant  to  cover.  Employee 
wants  a  hairpiece?  He'll  have  to  dig 
into  his  own  pocket. 

Brokers,  fearful  of  lost  commis- 
sions, will  tell  you  small  companies 
can't  afford  to  self-insure.  Nonsense. 
According  to  the  Employee  Benefit 
Research  Institute,  6%  of  the  firms 
with  10  to  49  employees  do  it.  Some 
7%  of  firms  with  50  to  199  employ- 


ees do.  Aid  60%  of  firms  with  200  to 
499  employees  self-insure. 

All  you  need  is  a  good  stop-loss 
policy,  one  that  kicks  in  only  if  an 
individual  employee's  claims — or 
the  whole  group's  claims — exceed  a 
certain  level.  For  groups  of  fewer 
than  100,  stop-loss  costs  only  about 
half  what  regular  indemnity  coverage 
runs  you.  Indianapolis-based  vasa 
Brougher  recently  insured  a  26- 
employee  firm  against  individual 


Want  good,  cheap  coverage, 
no  lawsuits?  Buy  a  high- 
deductible  indemnity  plan. 


medical  expenses  over  $7,500,  and 
group  claims  over  $60,000  for  just 
$49,000  a  year.  That's  about 
$31,000  less  than  the  cost  of  a  fully 
insured  plan,  leaving  the  company 
plenty  of  money  to  take  care  of  regu- 
lar medical  expenses. 

For  information  call  the  Self  Insur- 
ance Institute  of  America  (714-261- 
2553)  or  order  Self-funding  of  Health 
Care  Benefits  from  the  International 
Foundation  of  Employee  Benefit  Plans 
(414-786-6700). 

•  Don't  rely  on  a  broker  or  agent 
to  give  advice. 

Brokers  work  on  commissions — 
generally  3%  to  10%  of  the  premium — 
and  die  insurance  companies  give  diem 
cash  and  other  perks  such  as  lavish  vaca- 
tions to  encourage  them  to  add  expen- 
sive extras. 

If  you  can't  find  a  broker  willing  to 
provide  what  you  want,  hire  an  actu- 
ary, employee  benefits  specialist  or 
consultant  who  doesn't  sell  insurance 
and  is  paid  by  you  alone.  Call  Vir- 
ginia-based Enterprise  Communica- 
tions (800-966-3976)  for  their 
Employee  Benefits  News  Sourcebook 
($36.95). 

Maybe  in  the  end  you  will  still  go 
for  a  managed  plan,  but  don't 
assume  there  are  no  good  alterna- 
tives. Hillary  Clinton  and  the  social 
engineers  notwithstanding,  it  is  still 
possible  to  preserve  freedom  of 
choice  in  medical  care. 
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GENEVE 


For  a  brochure  write  to:  Raymond  Weil.  Dept  AD.  587  Fifth  Avenue,  New  York.  N  Y  1  001  7 


ROSWELL,  N.M. 


P.T.  Barnum  is  alive  and  apparently  living  in  Roswell,  N, 

Unidentified 
flying  dollars 


By  William  P.  Barrett 


"Re-creation"  at  the 
UFO  Enigma  Museum 
in  Roswell,  N.M. 
The  story  gets  bet- 
ter in  the  retelling. 


Let's  visit  the  City  Hall  office  of 
Roswell,  N.M.  Mayor  Thomas 
Jennings.  Adorning  the  room:  three 
space-alien  dolls,  one  sitting  in  a 
chair  next  to  Hizzoner's  desk.  The 
official  city  stationery  contains  a  fly- 
ing-saucer-shaped watermark.  On 
one  wall  hangs  the  framed  July  8, 
1947  front  page  of  the  Roswell  Daily 
Record  with  the  stunning  headline 
that  the  local  Air  Force  base 
"Captures  Flying  Saucer  on  Ranch  in 
Roswell  Region." 

In  good  old  American  tradition 


Roswell  has  turned  Unidentified 
Flying  Object  mystique  into  a  nice 
business.  The  Roswell  area  now 
sports  three  UFO  museums,  compet- 
ing UFO  landing  sites  and  a  growing 
UFO  summer  festival  that  altogether 
are  expected  to  draw  90,000  tourists 
this  year.  Entrepreneurial  local  artists 
and  manufacturers  churn  out  alien 
dolls  and  puppets,  ceramic  minia- 
tures of  crash  sites,  spaceship  ear- 
rings, UFO  hats,  T  shirts  showing 
aliens  spying  on  soldiers  and  bumper 
stickers.  A  local  candy  company 


makes  "Alien  Glow  Pop"  lollipops 
for  a  national  market.  The  daily 
newspaper  has  sold  an  estimated 
50,000  reproductions  of  its  famous 
front  page  on  coffee  mugs,  T  shirts 
and  single  sheet  reprints. 

City  hotel  room  tax  revenues  have 
risen  36%  over  four  years.  Hotel 
operators  say  up  to  one-fifth  of  their 
business  comes  from  UFO  seekers.  By 
some  estimates  the  UFO  craze  pumps 
more  than  $5  million  a  year  into  this 
community  of  50,000,  which  badly 
needs  the  money,  median  household 
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>f  the  1  arg  e  s  t  fortu  n  es 

MADE  Of  LOST  along  this 
;treet  are  by  the  people 

RESPONSIBLE  for 

Ipera tl Ug  the  building s. 


hen  you  think  about  Wall  Street,  you 
jbably  think  buildings  and  money.  Now 
nk  about  the  connection  between  the  two. 
e  people  at  Johnson  Controls  have.  And 
lat  we've  come  up  with  is  absolutely 
onishing.  In  fact,  it  cost  over  $70  billion  to 
l  the  buildings  in  North  America  last  year. 

Much  of  the  money  was  terribly  mis- 
snt.  On  energy,  maintenance,  repair 
1  staffing.  Even  more  on  the  other  build- 
l  systems  and  support  operations  that 

a  part  of  a  modern  building  or  facility. 


from  reprographics  to  communications 
to  security  and  corporate  real  estate. 

No  one  understands  facility  operational 
costs  better  than  Johnson  Controls.  And 
no  one  does  more  to  control  them.  We  can 
engineer  highly  efficient  building  energy 
systems.  We  can  streamline  and  manage 
the  operations  of  a  building  or  multiple  facil- 
ities. We  can  help  manage  your  properties. 
We  can  write  performance  contracts,  with 
guaranteed  savings.  We  can  help  compa- 
nies that  are  restructuring  make  the  best  use 


of  excess  or  underutilized  facilities.  And 
with  offices  in  200  cities  worldwide,  we  can 
bring  a  global  perspective  to  your  buildings 
and  their  operations. 

It's  a  vast  range  of  services.  But  the  goal 
is  simple.  Create  building  environments  that 
work  better  and  save  you  money.  Lots  of 
it,  often  millions.  Call  1-800-972-8040, 
ext.  298.  You  could  discover  a  fortune. 
Right  within  the  walls  of  your  building. 

JQHNSON 
CONTROLS 


D    SERVICE    BUILDING     OPERATIONS     AND     MAINTENANCE    -      -    NETWORK  INTEGRATION 


grew 


Roswel!  Mayor  Thomas  Jennings  with  a  few  friends  at  City  Hall 
"There  was  another  industry  that  could  be  developed." 


point.  Civic 
giddy  about 
year's  50th 


income  here  being  27%  below  the 
national  average.  UFO  mania  proba- 
bly lowers  the  still  high  jobless 
rate— 7%— by  a  full 
leaders  are  positively 
prospects  for  next 
anniversary. 

Like  Hollywood,  Roswell  is  in  the 
fantasy  business.  Top  military  offi- 
cials in  1947  disavowed  the  cap- 
tured saucer  story  within  hours,  say- 
ing that  what  landed  was  the  debris 
of  a  weather  balloon.  The  Pentagon 
now  says  the  balloon  was  connected 
with  monitoring  Soviet  nuclear  test- 


ing. But  by  the  mid-1980s  people 
began  recalling  seeing  dead  or  dying 
aliens  in  varying  numbers,  colors 
and  positions  of  repose.  These 
accounts  have  since  been  embel- 
lished, along  with  the  appearance  of 
testimonials — now  considered  hoax- 
es— detailing  alien  body  recovery 
and  even  a  movie  said  to  be  of  an 
alien  autopsy. 

Many  date  RoswelPs  UFO  resur- 
gent economy  to  1994,  when 
Jennings  became  mayor,  edging  out 
a  veteran  incumbent  who  thought 
Roswell  had  better  things  to  be 


known  for  than  ufos.  Says  Jennings, 
45,  a  college  marketing  major:  "My 
thought  is  that  there  was  another 
industry  that  could  be  developed." 
Does  he  believe  in  ufos?  "I  don't 
know,"  Jennings  dodges,  grinning. 
But  tourist  ads  picturing  Jennings 
with  a  space-alien  doll  proclaim: 
"Roswell — An  unsolved  mystery. 
Drop  in  anytime.  After  all... 'they' 
already  may  have." 

The  mayor's  flair  for  promotion  is 
right  in  character  here.  Named  for 
the  father  of  the  professional  gam- 
bler who  cofounded  the  city  in 
1870,  Roswell  is  an  experienced  hus- 
tler for  business.  When  the  dominant 
Roswell  Air  Force  Base  closed  in  the 
late  1960s,  threatening  economic 
ruin,  the  city  took  it  over  and  devel- 
oped a  now  thriving  industrial  park. 
The  diversified  economy  includes 
farming,  oil  and  gas,  manufacturing 
and  the  world's  largest  mozzarella 
factory. 

Lacking  anything  authentic,  the 
three  museums  are  not  exacdy  the 
Smithsonian.  The  best  known  is  the 
International  UFO  Museum  & 
Research  Center  in  downtown 
Roswell — in  a  condemned  building 
rented  from  the  city  for  $1  a  year. 
Many  of  the  exhibits  consist  of 
mounted  newspaper  and  magazine 
articles  about  ufos.  Admission  is 
free,  but  donations  are  accepted  and 
the  gift  shop  is  busy.  Tax-exempt, 
the  museum's  management  includes 
investor  types,  some  of  whom  are 
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LEFT: 

International  UFO 
Museum  in  down- 
town Roswell 
BELOW: 
Gift  shop  items 
Weird  and  wacky, 
but  it  does  bring 
down  the  local 
jobless  rate. 


working  side  deals  concerning  UFO 
endeavors.  The  museum's  president 
just  left  in  an  internal  dispute  partly 
over  budget  and  expansion. 

Near  the  airport  is  the  UFO 
Enigma  Museum,  owned  by  ex- 
videostore  owner  John  Price. 
Admission:  $1.  Besides  his  mounted 
clippings  and  gift  shop,  Price  has  an 
elaborate  re-creation  of  the  purport- 
ed crash  site,  complete  with  flashing 
UFO  lights,  alien  bodies  and  a  watch- 
ful military  policeman. 

Then  there's  something  called  the 
Midway  Sighting  UFO  Museum, 
housed  in  a  set  of  rundown  shacks 


just  south  of  town.  Its  operators,  sib- 
lings Becky  and  Manuel  Escamilla, 
claim  ufos  can  be  videotaped  on 
many  days.  For  $6.50,  a  visitor  can 
watch  what  the  Escamillas  swear  is 
video  of  alien  ufos.  Critics  say  these 
UFOs  are  flying  insects. 

Where  did  the  supposed  UFO 
crash-land?  In  1994  two  UFO 
researchers  identified  a  location  30 
miles  north  of  Roswell.  They  relied 
partly  on  the  account  of  one  Jim 
Ragsdale,  who  said  the  UFO  crashed 
next  to  the  pickup  truck  in  which  he 
and  a  ladyfriend  were  dallying.  He 
identified  pictures  of  the  site  and  in  a 
sworn  statement  said  that  he  saw 
bodies  from  a  distance.  That  land 
was  bought  in  1976  by  fourth-gen- 
eration farmer  Miller  (Hub)  Corn. 
No  firm  believer  but  also  no  fool,  he 
now  allows  tourists  to  visit  the  site 
— for  $15  a  head — and  gets  500  tak- 
ers annually. 

Here's  where  things  get  fuzzy. 
According  to  the  plainspoken  Corn, 
the  leaders  of  the  downtown  UFO 
museum  invited  him  to  a  meeting 
and  offered  to  buy  the  site.  He 
refused.  Museum  officials  confirm 
the  meeting  but  deny  any  offer  was 
made.  In  any  event,  within  a  few 
months  the  museum  was  writing 
that  Ragsdale  had  identified  a  new 
site  53  miles  west  of  Roswell,  on 
U.S.  Forest  Service  land  in  the 
Capitan  Mountains.  Before  he  died 
last  year,  Ragsdale's  memory 
improved,  too.  In  a  second  affidavit 
he  vividly  described  the  dead  aliens 
and  even  tried  to  touch  one.  His 
enhanced  account  endures  in  a  just- 
released  video  (retail,  $29.50)  and 
book  ($14.95).  The  publisher:  a  cor- 
poration organized  by  the  family  of 
museum  secretary/treasurer  Max 
Littell.  A  canny  real  estate  developer, 
Littell  says  Ragsdale  heirs  and  the 
museum  will  split  proceeds  "after 
our  expenses  are  covered." 

In  the  Capitan  Mountains  elderly 
neighbors  called  by  Forbes  say  flat- 
ly the  crash  didn't  happen  there, 
and — tellingly — that  no  UFO 
Museum  researcher  had  bothered 
to  contact  them.  "It's  all  a  hoax," 
says  a  laughing  Dorothy  Epps,  82, 
whose  family  has  owned  land  within 
a  half-mile  of  the  supposed  crash 
site  since  1909.  "But  let's  get  it  on 
my  ranch."  BB 


PREFERRED  HOTELS 
AND  RESORTS  ARE- 
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AND  UNIVERSALLY 
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While  Japan  got  rich,  it  treated  its  savers 

and  investors  badly.  That's  changing, 

and  U.S.  mutual  fund  outfits  hope  to  cash  in. 

Shortchanged 
investors 


By  Neil  Weinberg 


Bad  news  at  now- 
defunct  Kizu  Credit 
Cooperative 
As  banks 
tottered, 
savers  put 
$63  billion  into 
postal  accounts 
last  year— a  poor 
investment. 


A  Nomura 
brokerage  office 
"We're  going  to 
have  to  do  a 
fair  amount  of 
educating,"  says 
a  Fidelity  man. 


In*  DE(  EMBER  Fidelity  Investments 
launched  Fidelity  Japan  Open  for  Jap- 
anese investors.  In  poured  S400  mil- 
lion during  the  four-week  subscrip- 
tion period.  Fidelity  introduced  its 
second  fund  for  Japanese  investors  in 
May,  this  one  invested  in  European 
equities,  and  is  aiming  to  add  four 
more  by  year's  end.  Combined  assets 
to  date:  over  $600  million. 

"Japan  has  gargantuan  personal  fi- 
nancial assets  that  are  mostly  in  banks 
getting  zero  returns, "  says  Fidelity 
Investments  Japan  President  Bill 
Wilder.  "It's  insane  for  so  much  mon- 
ey not  to  be  invested  in  equities.  This 
is  a  bright  market  for  us." 

The  Japanese  have  been  great  sav- 
ers, but  lousy  investors.  Consult  the 
chart  on  page  57.  Japan's  S2  trillion 
public  and  corporate  pension  pool  is 
second  in  size  only  to  the  U.S.'  S5.4 
trillion.  Japanese  individuals  have  an- 
other $9.6  trillion  in  various  other 
forms  of  savings — about  the  same  on 
a  per  capita  basis  as  Americans  have, 
despite  a  savings  rate  that  is  over  three 
times  higher. 

The  thrifty  Japanese  have  gotten 
scant  reward  for  their  frugality.  Over 
the  past  decade  Japanese  pension 
funds  earned  an  annual  average  5%  on 
assets,  versus  15%  for  U.S.  pension 
funds,  according  to  pension  consul- 
tants Frank  Russell  Japan. 

One  reason  Americans  have  reaped 
richer  returns  is  their  greater  exposure 
to  equities  during  a  roaring  bull  mar- 
ket. Americans  have  steadily  increased 
their  equity  holdings  to  about  20%  of 
personal  financial  assets  over  the  past 
decade.  Low-yielding  bank  accounts 
represent  just  17%. 

In  contrast,  Japanese  savers  have 
over  half  their  assets  in  time  and  sav- 
ings deposits,  mostly  paying  less  than 
1%.  Japanese  individuals'  equity  and 
mutual  fund  holdings  are  barely  10% 
of  total  assets,  w  hich  is  less  than  half 
the  U.S.  level. 

Japanese  government  policy  has 
ill-served  investors.  Since  World  War 
II,  Japan's  Finance  Ministry  has 
maintained  its  control  over  the  coun- 
try's financial  assets  by  restricting 
management  of  virtually  all  pension 
funds  to  a  few  dozen  w  ell-connected, 
specially  licensed  life  insurance  com- 
panies and  trust  banks.  Under  the 
government's  Rule  5332,  pension 
funds  must  keep  at  least  50%  of  their 
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"What's  a  typical  business  day  like  for  Steve  Young?  Sometimes  it's  more 
draining  than  a  playoff  game.  Take  a  look  at  my  schedule  for  Thursday: 


7am:  Early  morning  workout 

9  am:  Magazine  photo  shoot 

1  lam:  Meet  with  Marketing  Manager 

12pm:  Tape  TV  interview 

3pm:  Address  Bay  Area  Youth  Leaders  Conference 


5pm:  Appear  at  Forever  Young  Foundation  fundraiser  for  kids 
Seems  like  I'm  doing  everything  but  lunch.  That's  why  I  rely  on  a  PowerBar® 
energy  bar.  It's  my  idea  of  a  power  lunch."  _  STEVE  YOUNG- 


CH0C0LATE 


MALT-NUT  WILD  BERRY 


APPLE-CINNAMON 


assets  in  domestic  bonds  or  cash.  No 
more  than  30%  can  be  invested  in 
Japanese  stocks  or  in  foreign  securi- 
ties, and  no  more  than  20%  in  real 
estate.  In  short,  the  managers  have 
had  little  discretion. 

But  this  is  slowly  changing.  Under 
pressure  from  the  U.S. -Japan  Finan- 
cial Services  Agreement  of  February 
1995,  the  government  began,  on  Apr. 
1,  to  allow  individual  pension  fund 
managers  to  invest  more  heavily  in 
domestic  stocks  and  in  foreign  finan- 
cial markets.  The  government  is  un- 
der pressure  to  scrap  Rule  5332  alto- 
gether during  its  next  pension  review 
in  1999. 

In  April  the  government  also  gave 
public  and  private  pension  funds 
more  leeway  to  use  independent  in- 
vestment management  firms,  includ- 
ing foreign  outfits.  In  the  following 
two  months,  pension  fund  sponsors 
yanked  about  $20  billion  from  life 
insurers  and  gave  most  of  it  to  inde- 
pendent investment  firms,  among 
them  the  investment  management  af- 
filiates of  Wall  Street's  Goldman, 
Sachs  and  Morgan  Stanley. 

In  late  May  a  group  of  64  large 


corporate  pension  fund  sponsors,  in- 
cluding Toyota,  Sony  and  Nippon 
Steel,-  called  for  drastic  fund  manage- 
ment deregulation.  They  claimed — 
rightly — that  low  returns  are  increas- 
ing their  pension  costs.  It's  no  secret 
that  Japan's  .pension  plans  are  badly 
underfunded,  perhaps  to  the  tune  of 
$200  billion,  in  part  because  of  poor 
returns.  And  Goldman,  Sachs  strate- 
gist Kathy  Matsui  notes  that  low  in- 
vestment returns  mean  a  Japanese 
corporation  must  kick  into  its  pension 
plans  two  to  three  times  as  much  as  a 
U.S.  or  British  firm. 

With  the  liberalization,  Hiroshi 
Nakagawa,  director  of  consulting  at 
Frank  Russell  Japan,  predicts  that  Ja- 
pan's corporate  pension  funds  will 
increase  the  portion  of  assets  in  invest- 
ment advisers'  hands  from  around  5% 
now  to  as  much  as  20%  over  the  next 
five  years.  No  wonder  Fidelity  and 
other  investment  management  spe- 
cialists are  so  interested  in  the  Japa- 
nese market. 

Japan's  individual  investors  are 
emerging  from  the  Dark  Ages  less 
quickly.  The  government's  $1.9  tril- 
lion (assets)  postal  savings  system  last 


year  took  in  $63  billion  in  new  depos- 
its— more  than  any  other  financial 
institution.  Why  isn't  more  of  this 
money  going  into  stocks  in  Japan's 
still  depressed  stock  market?  In  good 
part  because  real  liberalization  has  not 
yet  come  to  this  segment  of  investing. 
Most  equities  are  available  in  mini- 
mum lots  of  1,000  shares,  meaning 
that  at  today's  average  prices  an  indi- 
vidual must  pony  up  a  hefty  $9,000 
for  a  single  issue.  What's  more,  Ja- 
pan's fixed  commissions  are  highest 
for  small  investors,  and  taxes  on  divi- 
dends top  out  at  60%.  By  contrast, 
postal  savings  interest  is  taxed  at  a  top 
rate  of  20%. 

No  surprise  that  the  mutual  fund 
business  in  Japan  is  still  fairly  crude. 
Loads  and  management  fees  are  stiff; 
few  funds  clearly  outline  their  portfo- 
lios and  otherwise  offer  only  minimal 
disclosure.  Unscrupulous  Japanese 
brokers  often  encourage  naive  inves- 
tors to  treat  load-bearing  mutual 
funds  as  short-term  holdings,  churn- 
ing the  accounts  mercilessly.  Mune- 
hiro  Kuroda,  an  adviser  to  Shin-Wako 
Securities  Investment  Trust  &  Man- 
agement, estimates  that  Japanese  bro- 
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Japanese  personal  financial  assets,  $9.6  trillion 


Bank  &  Post  Office 
deposits  59% 


Insurance  22.3% 


Equity  7.2% 

Trusts  4.6% 

Bonds  3.7% 
Investment  trusts  3.2% 


U.S.  personal  financial  assets,*  $21  trillion 

 Pension  reserves  25.8% 

Equities  20.3% 
Bank  deposits  17.1% 


Equity  in  noncorporate 
businesses  12.5% 


Bonds  9.6% 


Mutual  funds  5.9% 

Trusts  4% 

Life  insurance  2.6% 

Miscellaneous  2.2% 


The  Japanese 
know  how  to  save, 
but  they  have 
a  lot  to  learn 
about  putting 
their  money 
to  work. 


Figures  as  of  end  of  1 995.   'Includes  nonprofit  organizations. 


Sources:  Bank  of  Japan;  U.S.  Federal  Reserve  Board;  Daiwa  Institute  of  Research. 


kerage  firms  derive  one-third  of  their 
revenues  from  trading  investment 
trust  shares. 

Which  is  one  more  reason  the  Fi- 
delity folks  feel  there  are  rich  pickings 
for  U.S. -style  mutual  funds  in  Japan. 
Last  year  the  Finance  Ministry  wiped 
away  most  of  the  formal  barriers  to 
setting  up  new  investment  trusts,  and 


Japanese  investors  are  beginning  to 
look  more  closely  at  performance  data 
than  in  the  past  as  it  becomes  more 
easily  available.  John  Rogers,  presi- 
dent of  Invesco  Asset  Management 
(Japan),  reports  getting  a  flood  of 
calls  from  interested  investors  since 
one  of  Invesco's  investment  trusts 
began  popping  up  at  the  top  of  news- 


paper performance  tables. 

Says  Fidelity  Japan  President  Wil- 
der: "Our  research  shows  most  Japa- 
nese investors  don't  know  the  differ- 
ence between  a  stock  and  a  mutual 
fund.  We're  going  to  have  to  do  a  fair 
amount  of  educating."  Obviously,  Ja- 
pan is  ripe  for  U.S. -style  financial 
education.  WM 


lind  it 


Initially,  it's  the  brilliance  of  our  record  that  attracts  most 
investors.  Thirty-jive  consecutive  years  of  increased  dividends. 
A  total  return  of  174%  compared  to  the  S&P  50o's  1 15% 
{'90-  95  with  dividends  reinvested}.  And  property  casualty 
insurance  operations  consistently  rated  A++  by  A.M.  Best. 
But  what  gives  us  the  long-term  edge  is  our  commitment  to 
independent  agents.  We  carefully  select  only  the  best.  They 
know  the  market  and  their  customers,  so  they  can  assess  risk 
accurately.  Which  is  why  it's  so  easy  to  fall  in  love  with  our 
combined  loss  and  expense  ratios.  To  take  a  closer  look  at 
Cincinnati  Financial  Corporation,  call  1-800-955-CINF 
(2463}  for  a  CFCfact  sheet. 


Cincinnati    Financial  Corporation 

Making  our  strength  your  future 
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{  IT  Overview  } 
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PERFORMANCE. 


Pentium*  processor  166  MHz 
Pentium  processor  200  MHz 
Pentium*  Pro  processor  180  MHz 
Pentium  Pro  processor  200  MHz 


Pentium®  Pro  processor-based 
systems,  Windows*  NT,  and 
the  right  desktop  manageability 
tools  can  save  you  money  on 
support  and  maintenance. 


5.5  Million  Trans 
(Go  ahead,  count 


istors. 
'em.) 


T 


L2  cache  brings  most 
frequently  used  data 
closer  to  the  processor  unit. 


Power,  power, 
and  more  power. 


TRUE  MULTITASKING. 
Not  only  fast,  but 
capable  of  doing  many 
things  at  once. 


PROUD  PARTNER 
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Smithsonian 


The  dependability 
of  Intel  architecture. 


www.intel.com 


Norton  SI32* 


Benchmarks 


Systems  loaded  with 
the  latest  tools,  like  Intel's 
LANDesk®  Management 
Suite,  give  you  increased 
manageability. 


Pentium  Pro  processor 
helps  build  a  stronger, 
healthier  Intranet. 


Faster  Web  searches 
powered  by  Open  Text* 

and  Pentium  Pro 
processor-based  systems. 


The  Pentium®  Pro  processc 


{  Executive  Summary  } 


Combined  with  Windows  NT  and  desktop 
manageability  tools,  the  Pentium®  Pro  processor 
(notice  the  "PRO")  can  save  you  money. 

Just  ask  IT. 


)st  of  ownership  diagram. 
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A  practical  model  may  never  hit  the  highways,  but  the 
electric  car  has  already  made  a  lot  of  money  for  Lon  Bell, 

A  car  that  runs 
on  gravy 


By  Seth  Lubove 

Where  there's  a  government  pro- 
gram, there's  a  business  person  look- 
ing for  gravy.  Lon  E.  Bell  is  a  master  at 
sopping  up  gravy.  Based  in  Monrovia, 
Calif.,  outside  of  Los  Angeles,  his 
Amerigon  Inc.  is  trying  to  build  elec- 
tric cars. 

Under  regulations  now  on  the 
books  in  California,  10%  of  all  new 
vehicles  sold  in  the  state  must  be  "zero 
emission  vehicles'1  by  the  year  2003. 


Zero  emission  means  electric.  Thus,  in 
just  seven  years,  Californians  are  sup- 
posed to  be  buying  at  least  200,000 
electric  cars  annually.  At  gunpoint? 
The  citizens  of  the  state  have  shown  no 
appetite  for  the  vehicles. 

Gunpoint  or  not,  Lon  Bell  figures 
the  regulators  have  guaranteed  him  a 
market,  regardless  of  price,  regardless 
of  quality.  If  nothing  else,  there's  all 
that  money  available  for  demonstra- 


tion projects.  Bell  founded  Amerigon 
in  1991  to  get  a  piece  of  the  electric 
car  funding  action.  He  had  already 
profited  from  opportunities  created 
by  government  mandates.  A  mechan- 
ical engineer  by  training,  Bell  started  a 
company  in  1967  that  made  auto  parts 
and,  later,  sensors  for  air  bags,  which 
grew  out  of  Washington's  passive  re- 
straint mandates  of  the  mid-1980s. 

He  sold  the  sensor  business  to  TRW 
in  1986  and  ran  it  for  TRW  until  1991. 
He  then  cofounded  a  nonprofit  orga- 
nization called  Calstart.  Calstart  man- 
ages more  than  $80  million  in  50 
different  research  projects  looking 
into  electric  vehicles.  The  funds  come 
from  various  agencies  of  federal,  state 
and  local  government,  and  from  some 
electric  utilities. 

With  S2  million  of  his  own  money, 
Bell  got  Amerigon  going  in  Calstart's 
rent-free  offices  in  a  former  Lockheed 
plant  next  to  the  Burbank,  Calif,  air- 
port. Since  then,  Amerigon  has  taken 
in  around  $8  million  in  electric  car 
development  grants.  Most  of  this 


Amerigon's  Lon  Bell  in  an  electric  car 
Running  on  juice  provided  by  ihz  taxpayer. 
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money  has  come  from  Bell's  Calstart 
operation. 

Some  would  call  this  a  conflict  of 
interest — raising  tax-free  money  and 
then  giving  the  business  to  his  private 
company.  Bell  blames  such  criticism 
on  the  oil  companies  and  the  car 
companies.  "There's  a  parallel  be- 
tween electric  vehicles  and  air  bags," 
he  says  darkly.  "The  car  companies 
fought  them  both,  and  both  are  [de- 
manded by  the]  consumer." 

Of  the  money  Calstart  has  raised, 
Amerigon  has  spent  $5  million  on 
developing  a  battery-powered  con- 
traption that  resembles  a  dune  buggy. 
Company  officials  say  their  experience 
building  the  prototype  could  result  in 
a  cheaper  method  of  manufacturing 
electric  cars.  Bell  claims  he  has  signed 
contracts  to  sell  50  aluminum  electric- 
car  chassis  for  $8  million  to  two  Asian 
car  companies,  but  he  refuses  to  dis- 
close his  customers'  names. 

Amerigon  has  branched  out  into 
producing  components  such  as  low- 
energy  seat  heaters  and  a  voice-acti- 
vated automobile  navigation  system 
that  uses  electronic  maps  stored  on 


Amerigon  electric  car  assembly 
You  helped  pay  for  it. 


compact  disks.  None  of  these  prod- 
ucts is  profitable.  Since  its  founding 
five  years  ago,  Amerigon  has  lost 
around  $13  million. 

Amerigon  has,  however,  nicely 
augmented  Lon  Bell's  net  worth.  In 
June  1993  Bell  took  Amerigon  pub- 
lic at  $6  a  share,  raising  around  $12 
million  for  the  company.  As  losses 
have  mounted,  the  stock  has  surged 
as  high  as  $13.50  a  share.  It  was 
recently  at  $11.50,  valuing  Bell's 
current  50.1%  stake  at  $41  million. 
Bill  Clinton  helped  boost  the  stock 
in  September  when  he  sang  Ameri- 
gon's  praises  in  a  speech  in  Alameda, 
Calif.  Chimed  in  Congressman  Ron- 
ald Dellums  (D-Calif. ):  "Amerigon 
stands  at  the  forefront  of  the  electric 
vehicle  industry." 

Perhaps  he's  biased,  but  Robert  Ea- 
ton, Chrysler  Corp.'s  chief  executive, 
has  a  different  view.  In  a  speech  in  San 
Francisco  two  years  ago  he  cracked,  "I 
like  to  tell  my  friends  here  in  California 
this:  ''Whenever  you  pass  one  of  those 
electric  cars — and  you  will  pass  them — 
be  sure  to  honk  and  wave  because  you 
helped  pay  for  it.'  "  n 


Strike  While 
The  Platinum 
is  Hot 


To  invest  in  platinum  call 
Blanchard  today. 

1-800-BULLION 

Please  ask  for  Extension  131 


Who  said  opportunity  knocks  only  once? 

Usually  platinum  trades  at  a  much  higher  price  than  gold. 
Platinum's  greater  value  is  a  reflection  of  it  being  more  than  20  times 
rarer  than  gold  and  in  high  demand  as  one  of  the  most  essential 
industrial  commodities  in  the  world. 

Platinum  has  traded  for  as  much  as  $200/oz.  over  gold 

However,  platinum  and  gold  are  currently  trading  for  about 
the  same  price.  Historically,  when  this  unusual  situation  has  occurred, 
it  has  signalled  a  rally  in  the  price  of  platinum. 

Investor  interest  in  platinum  has  been  growing  as  sophisticated 
investors  learn  more  about  platinum's  unique  supply/demand 
fundamentals.  Because  platinum  is  the  essential  element  in  the  war 
against  pollution,  demand  is  higher  than  ever  and  experts  are 
predicting  a  tightening  market.  You  should  seize  the  opportunity  to 
acquire  platinum  for  about  the  same  price  as  gold  today,  because  this 
situation  may  not  last  long. 

The  Maple  Leaf 

The  World's  Bullion  Coin  Standard 
One  of  the  most  practical  and  secure  ways  to  invest  in  platinum  is 
Canada's  Platinum  Maple  Leaf.  Blanchard  and  Company,  America's 
largest  full-service  precious  metals  dealer,  sells  Platinum  Maple  Leafs  at 
just  1%  over  cost. 

Blanchard 


AMERICA  S  RARE  COIN  b  PRECIOUS  METALS  FIRM 


It  all  started  with  the  seed  of  an  idea. 
When  it's  done,  the  Ataturk  Dam  will  be  the 
eenterpiece  of  the  largest  and  most  ambitious 
water  project  ever  in  Turkey. 

Rivers  are  changing  course  and  irriga- 
tion canals  are  appearing  in  desert  sands.  And 


the  equipment  that  helped  make  it  happei 
is  from  Caterpillar. 

Our  earthmoving  equipment  and  die 
engines  are  used  all  over  the  earth,  helping 
the  worlds  builders  and  planners  turn 
possibilities  into  reality.  All  to  improve  the 
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dirt  that  built  the  dam  that  held  back  the  water 
where  the  watermelons  grow. 


v  1 


lives  of  people  in  all  kinds  of  places.  And  that 
includes  people  in  the  U.S.  Because  Caterpillar 
employees  in  America  made  more  than  three- 
quarters  of  the  $15.5  billion  in  equipment  we 
sold  last  year  around  the  world. 

So  it's  not  too  much  of  a  stretch  to  see 


how  Caterpillar  helps  put  food — and  an 
occasional  watermelon — on  the  table. 


CATERPILLAR 


Having  helped  bring  down  his  mentor,  T.  Boone  Pickens, 
David  Batchelder's  out  to  show  what  he  can  do  on  his  own. 

The  king  is  dead, 
long  live  the  king! 


By  Seth  Lubove 

David  Batchelder's  conference 
room  in  his  La  Jolla,  Calif,  office  is  like 
a  shrine  dedicated  to  his  days  as  T. 
Boone  Pickens1  right-hand  man  at 
Mesa  Inc.  There  are  lucite  blocks  and 
souvenirs  commemorating  some  of 
the  old  battles:  Pickens'  runs  on  Uno- 
cal Corp.,  on  Phillips  Petroleum  Co., 


on  Gulf  Corp.,  on  Superior  Oil  Co. 
There's  a  bronze  pencil  sharpener 
from  one  of  Michael  Milken's  junk 
bond  conferences.  Shelves  groan  un- 
der hernia-inducing  deal  books. 

Most  of  Pickens'  quarries  got  away, 
but  last  month  Batchelder,  who  broke 
with  Pickens  in  1988,  bagged  his  old 


David  Batchelder  (left)  and  Ralph  Whitworth 

Suggesting  that  managers  chsnge  their  ways.  Or  else. 


boss.  Pickens  agreed  to  step  down  as 
the  oil  and  gas  producer's  chairman. 

His  fall  began  last  year,  when 
Batchelder  led  a  group  of  investors, 
including  Forbes  Hour  Hundred 
members  Marvin  Davis  and  Dennis 
Washington,  who  sought  control  of 
Mesa.  Another  wealthy  investor, 
Richard  Rainwater,  stepped  in  to 
help,  but  decided  the  old  raider  had  to 
go.  Mesa's  shares  jumped  17%  on  the 
news  of  Pickens'  imminent  departure. 

Now,  Batchelder,  who  spent  the 
intervening  years  running  a  boutique 
investment  banking  firm,  is  out  to 
show  what  he  can  do  on  his  own.  He 
and  another  former  Pickens'  aide, 
Ralph  Whitworth,  have  started  a  new 
fund  called  Relational  Investors  L.P. 
to  practice  "relationship  investing." 
A  euphemism  for  raiding?  Batchelder 
says  no. 

He  and  Whitworth  claim  they  will 
aim  at  developing  a  "consensus"  be- 
tween a  company's  management  and 
its  big  investors.  "We  won't  seek  to 
control  any  company,"  declares 
Whitworth,  who  also  left  Mesa  in 
1988.  They  will  look  for  companies 
whose  stocks  have  not  done  well, 
attract  big  investors  to  them  and 
then  pressure  management  to 
change  its  ways. 

Batchelder,  48,  and  Whitworth, 
40,  are  putting  up  $2  million  to  get 
Relational  Investors  going.  But  that's 
just  the  tip.  The  huge  (assets,  $100 
billion)  California  Public  Employees' 
Retirement  System  is  pledging  $200 
million  to  the  fund.  "We've  been 
active  in  the  shareholder  rights 
movement  for  ten  years,"  says  Rich- 
ard Koppes,  outgoing  deputy  execu- 
tive officer  and  general  counsel  of 
CalPERS,  "so  this  is  a  little  bit 
of  putting  our  money  where  our 
mouth  is." 

The  fund  hopes  to  buy  3%  to  10% 
stakes  in  a  handful  of  midsize  compa- 
nies. They  then  will  call  on  manage- 
ment with  the  polite  suggestion  that  it 
change  its  ways  in  directions  that 
Batchelder  and  Whitworth  think 
desirable. 

As  an  example  of  what  he  hopes  to 
do,  Batchelder  recalls  the  old  Pic  'N' 
Save  Corp.,  now  called  Mac  Frugal's 
Bargains-Close-outs  Inc.  In  1990 
Batchelder  and  some  partners  ac- 
quired a  6.7%  stake  in  the  retailer  and 
kicked  out  top  management.  After 
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Small  copper  soup  pot 
with  brass  handles. 

By  FABERGE. 

Height  4'A  inches  x 
6  Vi  inches  widest 


RUSSIANAW1  ^  ALVRieAOL.COM 


We  have  a  large  and 
varied- collection 
ofFaberge. 


Part  of  '^B 
a  series  of 

"a  us  terity  wares  "  ^ 
made  during  tyV.  Wi. 

These  pots  were 

sent  by  wealthy  families 

to  their  sons  at  the  front. 


T.  Boone  Pickens 

Bagged  by  his  former  protege. 


cutbacks  and  some  restructuring,  the 
stock  quadrupled  within  a  year. 

What  Batchelder,  Whitworth  and 
CalPKRS  plan  to  do  is  made  easier  by 
new  proxy  regulations  passed  by  the 
Securities  &  Exchange  Commission 
in  1993  that  allow  stockholders  to 
simply  get  on  the  phone  with  each 
other  or  to  use  the  mail  without  prior 
sec  approval. 

While  linking  up  with  CalPERS  se- 
cures capital  for  the  two,  it  also 
creates  a  potential  problem  for 
them.  The  fund  is  subject  to  the 
whim  of  the  politicians  who  sit  on  its 
board.  What  happens  if  Batchelder 
and  Whitworth  want  to  radically  re- 
structure a  company  located  in,  say, 
an  influential  Sacramento  legisla- 
tor's backyard? 

Against  that,  they  have  other 
sources  of  funds  available.  The  pair  is 
close  to  Kirk  Kerkorian,  Marvin  Davis 
and  Dennis  Washington. 

Look  for  Batchelder  to  cultivate  a 
benign  image  to  avoid  frightening 
managements  and  politicians.  He  will 
emphasize  his  role  as  a  friend  to  ne- 
glected investors  against  neglectful 
fat-cat  managers  and  boards.  "Too 
many  board  members  today  are  really 
too  busy  to  be  board  members,'1  says 
Batchelder.  "Many  of  them  read  the 
materials  on  the  plane  on  the  way  to 
the  [board]  meeting." 

Firing  workers  isn't  politically  cor 
rect.  Rapping  the  knuckles  of  lazy 
and  incompetent  managers  is.  ()1 
course,  in  the  end,  it  comes  to  the 
same  thing.  ■ 
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You  have  to  accommodate  the  past. 
Prevail  in  the  present.  And  remain 
flexible  into  the  future.  Feel  any  pressure? 


What  computer  company  do  you  work  with? 


You  should   be  working  with   Hewlett-Packard,   a  company 
that  knows  how  to  make  client/server  solutions  work  in  the 

real   world.    Over   the   years,   HP  has   helped   thousands  of 
companies  successfully  transition  to  flexible  open  enterprise 
computing.   And  we  can  do  the  same  for  you.   If  the  business 
decisions   are  yours,   the  computer  system  should   be  ours. 

Hewlett-Packard    Computer  Systems 
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Renting  RVs  sounded  like  a  great  niche  business. 
When  it  didn't  quite  work,  Randall  Smalley 
cut  his  RVs  in  two.  It's  working  better  now. 

Happy  campers 


By  Damon  Darlin 

No  WONDER  tourist  Werner  Ober- 
heidt,  a  Saab  dealer  from  Krefeld, 
Germany,  looks  exhausted.  In  just  ten 
days  he  and  three  friends  piloted  a  30- 
foot  recreational  vehicle  some  1,200 
miles  from  Yosemite  National  Park  to 
Las  Vegas,  on  to  the  Grand  Canyon, 
ending  in  Laughlin,  Nev.  for  a  gather- 
ing of  Harley- Davidson  enthusiasts. 

Tired  or  not,  Oberheidt  sings  the 
praises  of  the  rv.  "It  has  always  been  a 
dream  to  see  America, "  he  says.  "In 
this  vehicle,  you  are  in  touch  with  real 
life;  you  can  look  at  the  towns,  and 


you  can  look  at  the  nature.1'' 

Such  enthusiasm  delights  Randall 
Smalley,  the  46-year-old  president  of 
Cruise  America.  Cruise  America,  with 
a  fleet  of  3,800  vehicles,  is  the  largest 
and  the  only  publicly  traded  RV  rental 
company.  It  was  started  in  1972  by 
Smalley's  father,  Robert,  a  former 
Hertz  Rent-a-Car  executive  who 
thought  he'd  found  a  niche  that  car 
rental  agencies  had  overlooked. 

It  turned  out  to  be  a  rather  un- 
welcoming niche.  As  with  the  car 
rental  business,  there's  the  logistical 


nightmare  of  getting  the  vehicles  to 
where  people  want  to  start  their  trips, 
from  where  others  finished  their  trips. 
Then  there  are  huge  fixed  costs,  and 
assets  that  depreciate  real  fast.  Unlike 
used  cars,  used  rvs  are  tough  to  sell: 
Renters  like  small  vehicles;  buyers 
prefer  their  RVs  big. 

Factor  in  lots  of  competition  (any- 
one with  a  few  motor  homes  can  go 
into  business),  and  it's  no  surprise- 
that  Mesa,  Ariz. -based  Cruise  Ameri- 
ca hasn't  reported  a  significant  profit 
in  years.  In  the  year  that  ended  in 

1  German  tourists 

o 

0  satisfying  their 

1  wanderlust 
m  in  Arizona's 
m  Monument  Valley 
:  Half  the  renters 
i  of  recreational 

vehicles  are 
foreign  tourists, 
who  like  the 
freedom  and 
think  gasoline 
is  cheap. 
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Randall  Smalley,  president  of  Cruise  America 
Hurricane  Andrew's  fury 
showed  him  how  to  cut  costs. 


April  1995  it  earned  a  mere 
$185,000,  or  3  cents  a  share,  on  $85 
million  in  sales. 

However,  this  year  looks  better.  In 
this  fiscal  year  Cruise  America  probably 
had  earnings  of  about  $2  million,  or  35 
cents  a  share,  on  revenues  of  $96  mil- 
lion. The  company's  stock  is  bouncing 
back;  at  a  recent  $7,  it's  doubled  since 
its  low  in  October  1994. 

Credit  the  turnaround  to  an  epiph- 
any that  Smalley  experienced.  In 
1992  Hurricane  Andrew  tossed  one 
of  Cruise  America's  vehicles  dow  n  a 
Florida  highway  like  a  tin  can.  As 
Smalley  watched  a  repair  crew  sepa- 
rate the  crushed  living  quarters  from 
the  truck  chassis,  which  was  largely 
undamaged,  he  had  the  epiphany:  "I 
understood  a  vehicle  is  worth  more 
split  in  half  than  whole." 

Most  rys  are  giant  vans  with  the 
living  quarters  and  the  machinery  all  in 
one  unit.  When  the  machinery  gets  old, 
the  whole  rv  has  to  be  ditched — even  if 
the  living  quarters  are  still  in  good 


shape.  A  new  rv  starts  at  about 
$45  ,000.  After  just  two  years,  it's  worth 
less  than  half  that — if  it  can  be  sold. 

Smalley  realized  that  if  he  could 
separate  the  living  quarters  from  the 
truck  chassis  he  could  refit  and  sell  the 
used  chassis  as  a  delivery  truck  for 
about  $12,000.  Then  he'd  refurbish 
the  top  camper  portion  and  stick  it  on 
a  new  $17,000  chassis.  For  a  net 
outlay  of  $2,000  he  would  end  up 
with  an  as-good-as-new  vehicle.  As  a 
result,  Smalley's  depreciation  costs 
and  capital  costs  dropped  sharply.  "A 
customer  may  see  a  few  dings  on  the 
table  or  on  a  cupboard,  but  if  the 
odometer  says  onlv  2,000  miles,  then 
it's  a  new  vehicle  as  tar  as  he  is  con- 
cerned," says  Smalley. 

Now  that  his  fleet  is  almost  totally 
converted  to  two-piece  RYs,  Smalley 
has  a  clear  cost  advantage  over  com- 
petitors. Rut  Tucker  Schork,  a  vice 
president  of  chief  rival  El  Monte  RV 
Center,  with  a  fleet  of  1 ,500  vehicles, 
says  the  Smalley  strategy  will  backfire. 
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Reduce  Risk 
Every  Step  Of  The  Way. 


U.S.  Treasury  Laddered 
Maturities  Series 


By  investing  in  U.S.  Treasury 
securities  with  staggered  maturity 
dates,  this  fund  creates  an  "invest- 
ment ladder"  that  reduces  the 
impact  of  interest  rate  fluctuations. 
The  "ladder"  also  helps  step  up  your 
return  over  short-term  T-bills. 

Along  with  a  predetermined 
portfolio  and  maturity  date,  the 
fund  offers  you: 

•  A  higher  overall  yield  than 
CDs  and  money  market  funds* 

•  AAA-rated  bonds 

•  State  tax-exempt  monthly 
income  and  annual  principal 
payments 

•  Principal  and  interest  of  the 
treasuries  are  backed  by  the 
full  faith  and  credit  of  the 
U.S.  Government 

•  Maturities  of  1-5  or  6-10  years 

Call  Defined  Asset  Funds  today  for 
our  free  U.S.  Treasury  Guide  which 

describes  in  greater  detail  how 
laddered  U.S.  Treasury  investments 
can  help  you  reduce  risk. 

1-800-562-2926  ext.  549 


Buy  With  Knowledge. 


E 


efined  Asset  Funds' 


Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 
Unlike  CDs  and  money  market  funds, 
value  fluctuates  and  the  fund  is  not  insured. 
A  free  prospectus  containing  more  complete 
information  on  any  U.S.  Treasury  Laddered 
Maturities  Series,  including  all  charges  and 
expenses,  is  available  from  any  of  we  above 
sponsors.  Read  the  prospectus  carefully 
before  investing.  Minimum  investment  is 
$1,000  ($250  for  an  IRA). 

©  1996  Merrill  l  ynch.  Pierce,  Feimer  &  Smith  Inc.  Member  SIPC. 
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The  privately  held  company's  execu- 
tives believe  customers  will  demand 
new  popular  models  like  the  Fleet- 
wood Tioga  or  the  Rounder. 

For  now,  Smalley's  looking  smart. 
His  chief  concern  is  reducing  his  de- 
pendence on  foreign  tourists  like 
Werner  Oberheidt.  Cruise  America 
has  to  pay  a  20%  commission  to  for- 
eign travel  agents  to  get  their  busi- 
ness. Plus,  European  tourists  need 
more  hand-holding,  like  German- 
speaking  rental  agents. 

To  increase  his  local  business, 
Smalley  is  branching  out.  Cruise 
America  has  begun  renting  shuttle 
buses  to  hotels  and  car  rental  agen- 
cies. Smalley  just  leased  15  vehicles, 
for  example,  to  the  Atlanta  Commit- 
tee for  the  Olympic  Games.  Next: 

"I  understood 
a  vehicle  is  worth 
more  split  in  half 
than  whole." 


renting  motorcycles.  He  has  a  fleet  of 
more  than  200  powerful  Honda  cy- 
cles and  James  Dean-style  900cc  Tri- 
umph Thunderbirds.  A  lot  of  tour- 
ists— both  domestic  and  foreign — 
want  to  rent  them  in  Chicago  and 
travel,  on  an  average  of  18  days,  along 
old  Route  66 — or  what  remains  of 
it — to  Santa  Monica,  Calif. 

Smalley  rents  out  bikes  for  $100  a 
day — the  same  price  he  charges  for 
an  rv.  But  he  can  buy  five  motorcy- 
cles for  the  price  of  just  one  motor 
home.  And  unlike  the  seasonal  rvs, 
demand  for  motorcycles  is  vear- 
round.  Best  of  all:  They're  easy  to 
resell.  For  now,  motorcycles  ac- 
count for  less  than  3%  of  revenue. 
But  already  they  make  up  nearly  all 
of  last  year's  profits. 

Cruise  America  plans  to  expand  its 
motorcycle  fleet  again  next  year. 
"We  will  stay  in  the  ry  business," 
says  Smalley.  "But  motorcycles  are 
clearly  going  to  be  a  growth  sector 
for  us." 

Smalley's  German  customer,  Wer- 
ner Oberheidt,  says  he  would  be  in- 
terested in  returning  here  for  a  motor- 
cycle tour.  He's  just  finding  some 
German  friends  who  can  ride.  Inter- 
ested parties  can  direct  their  calls  to 
Krefeld,  Germany.  WM 


Robert  Worsley  almost  stifled  a  great  idea  by  throw- 
ing too  much  money  at  it.  Like  an  overindulgent 
parent,  his  chief  backer  was  too  generous. 

Spoiled  rotten 


Robert  Worsley,  a  determined, 
red-haired  father  of  six,  got  the  idea 
for  SkyMall  on  a  flight  from  Seattle 
to  Phoenix  back  in  1989.  Paging 
through  the  Giftmaster  catalog  from 
the  airline  seat  pocket,  he  was  starded 
by  its  poor  merchandise.  cTt  had  6- 
foot  pencils  and  fish  ties,"  recalls 
Worsley,  peering  through  preppy, 
tortoiseshell  glasses. 

Worsley,  now  40,  had  a  brain- 
storm. With  onboard  telephones 
proliferating,  it  would  be  very  easy 


for  consumers  to  place  their  orders 
from  airplanes.  If  only  there  were 
something  worthwhile  to  order. 

Why  not  create  a  catalog  of  cata- 
logs, featuring  pages  from  well- 
known  catalogs  like  Lands'  End  and 
the  Sharper  Image?  Worsley  figured  a 
catalog  with  merchandise  like  that 
could  blow  out  of  the  water  the 
shoddy  offerings  made  by  Giftmaster, 
a  tiny  subsidiary  of  Minneapolis- 
based  Carlson  Cos.,  Inc. 

Phoenix-based  SkyMall  Inc.  was 


SkyMall  founder  Robert  Worsley  and  his  family 
"We  were  sitting  on  death's  doorstep." 
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born.  Worsley  was  right  about  the 
product.  His  SkyMall  catalog  is  now 
on  almost  every  major  U.S.  airline. 
Last  year  the  company  had  $49  mil- 
lion in  revenues. 

But  along  the  way  Worsley  made  a 
mistake  that  almost  sank  him.  He 
learned  that  there  is  more  to  starting 
a  business  than  just  a  good  idea  and 
willing  backers. 

Worsley  began  by  mailing  100- 
page  business  plans  to  50  venture 
capitalists  and  individual  investors. 
Writing  the  plan  was  easy  for  Worsley. 
He  had  spent  five  years  as  a  Price 
Waterhouse  accountant  before  quit- 
ting to  become  a  financial  consultant. 
He  also  kept  his  eyes  open  for  invest- 
ment opportunities. 

By  February  of  1990  Worsley 
bagged  what  seemed  a  dream 
investor — WordPerfect  cofounder 
Aian  Ashton.  Over  their  first  dinner 
meeting,  Ashton's  wife  wrote  Worsley 
a  $250,000  check.  Worsley  and  two 
other  investors  chipped  in  $25,000 
apiece,  and  SkyMall  was  in  business. 

Worsley's  original  idea  was  to 
hand-deliver  customers  their  orders 
as  the  travelers  landed  at  airports.  "If 
they  can  deliver  a  pizza  in  30  min- 
utes, why  not  merchandise?"  he  won- 
dered. He  thought  that  immediate 
delivery  would  appeal  to  busy  execu- 
tives who  had  forgotten  to  pack  dress 
shirts  or  to  buy  anniversary  gifts. 

Executing  the  plan  required  build- 
ing warehouses  and  stocking  inven- 
tory near  airports  across  the  country. 
This  was  no  small  undertaking.  But 
generous  Alan  Ashton  was  prepared 
to  finance  it.  Whenever  Worsley 
asked  for  more  money,  Ashton 
cracked  open  his  checkbook. 

With  money  so  easily  available, 
Worsley  spared  no  expense.  He 
bought  a  21,000-square-foot  ware- 
house and  installed  state-of-the-art 
technology  at  SkyMall's  first  location, 
in  Phoenix.  At  his  adjacent  customer 
service  center,  he  put  in  expensive 
Next  personal  computers  linked  by  a 
Sun  Microsystems  server.  All  in  all,  he 
spent  $3  million  in  Phoenix.  "We  fell 
in  love  with  technology,"  Worsley 
admits,  shaking  his  head  at  his  own 
extravagance. 

SkyMall  got  off  to  a  terrific  start. 
By  the  spring  of  1991  its  catalogs 
were  on  board  TWA  and  Continental. 
The  airlines  were  happy  to  carry  the 
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catalog  because  Worsley  paid  them  a 
percentage  of  sales  and  guaranteed  to 
cover  the  fuel  cost  of  carrying  the 
catalogs  if  the  commission  fell  short. 

SkyMall's  first  catalog  featured 
products  from  Hammacher  Schlem- 
mer  and  Spiegel.  The  catalog  compa- 
nies sold  Worsley  merchandise  at  a 
35%  discount  so  SkyMall  could  match 
the  prices  of  the  parent  catalogs. 
Worsley  stocked  the  merchandise  at 
his  Phoenix  warehouse.  If  a  customer 
landed  in  Phoenix,  SkyMall  hand- 
delivered  the  merchandise;  otherwise 
it  sent  the  package  out  overnight. 
Catalogers  made  a  small  profit,  but 
more  important,  they  got  customer 
names  to  add  to  their  mailing  lists. 

Worsley  anticipated  that  one  day  he 
would  confront  Carlson  Cos.,  the 
owner  of  Giftmaster.  But  he  didn't 
expect  that  it  would  come  so  soon.  In 
the  spring  of  1991  Worsley  got  a 
phone  call  from  Walter  Erickson, 
Carlson's  senior  vice  president.  He 
asked  if  Worsley  wanted  to  buy  Gift- 
master.  The  Carlson  catalog  did  about 
$6  million  in  annual  sales  and  was  just 
breaking  even.  After  consulting  with 
Ashton,  Worsley  decided  to  buy.  The 
purchase  cost  Ashton  several  million 
dollars. 

Worsley  moved  Giftmaster  to 
Phoenix  and  slowly  replaced  its  cata- 
logs with  SkyMall  catalogs.  Just  a 
year  after  it  started,  SkyMall  owned 
the  industry.  It  had  catalogs  on  board 
United,  Delta,  USAir,  Continental, 
TWA  and  Alaska  airlines. 

But  earnings  didn't  meet  expecta- 
tions. As  it  turned  out,  travelers  bur- 
dened with  luggage,  briefcases  and 
PCs  weren't  eager  for  more  packages 
to  schlepp.  SkyMall  was  bleeding 
$500,000  a  month.  Worsley  couldn't 
take  the  stress. 

One  day  in  December  of  1991  he 
walked  into  his  kitchen,  his  neck 
swollen  grotesquely.  As  his  wife 
called  911,  Worsley  passed  out  on  the 
floor.  Another  day,  half  of  his  body 
turned  hot,  the  other  cold.  At  his 
company  Christmas  party,  he  devel- 
oped horrible  chest  pain  and  was  car- 
ried out  on  a  stretcher.  "I  thought  I 
was  dying,"  he  says. 

He  wasn't,  and  though  the  doctors 
diagnosed  stress  and  told  him  to  cut 
back,  his  big  concession  was  to  take 
weekends  off.  Over  the  next  two 
years  SkyMall  opened  airport  facili- 


If  International  Investing  Seems 
Foreign,  Our  Strategy  Will  Make 
You  Feel  Right  At  Home. 


Select  Ten 
International  Series 


The  global  marketplace  offers 
diversified  investment  potential.  And 
with  this  Series'  time-honored  buy-and- 
hold  strategy,  you  can  feel  comfortable 
with  opportunities  in  Hong  Kong, 
Japan  and  the  United  Kingdom. 

It's  a  simple  strategy  in  any 
language.  Each  of  the  three  Portfolios 
buys  and  holds  the  10  highest 
dividend-yielding  stocks  of  a  major 
foreign  Index  for  one  year,  then 
reinvests  the  proceeds  into  a  new 
trust  containing  the  then-current 
highest  yielding  stocks.  International 
investing  has  special  risks,  including 
currency  fluctuations  and  political 
developments. 

The  minimum  investment  for  the 
Select  Ten  International  Portfolios  is 
only  S250.  Call  Defined  Asset  Funds 
today  for  our  free  Select  Ten 

International  Series  Guide  which 
describes  how  you  can  feel  at  home 

investing  in  international  markets. 

1-800-562-2926  ext.  638 


Buy  With  Knowledge. 
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Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 

A  free  prospectus  containing  more  complete 
information  on  any  Equity  Income  Fund 
Select  Ten  International  Poi-tfolio,  including 
all  charges  and  expenses  ana  the  special 
considerations  associated  with  international 
investing,  is  available  from  any  of  the  above 
sponsors.  Read  the  prospectus  carefully 
before  investing. 

©  1996  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Inc.  Member  SWC. 
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STARTNG  YOUR  OWN  BUSINESS 


ties  in  Dallas,  Denver,  San  Francisco, 
Los  Angeles,  Chicago  and  Atlanta. 
To  unload  excess  inventory,  the  com- 
pany opened  two  outlet  stores.  But 
the  losses  continued.  In  1992 
SkyMall  lost  $10  million,  and  in 
1993  it  lost  $6  million.  Alan  Ashton 
and  another  investor  continued  to 
write  Worsley  checks,  eventually  sink- 
ing $25  million  into  SkyMall. 

In  a  desperate  attempt  to  create 
profits,  Worsley  created  his  own  Sky- 
Mall catalog  pages  selling  luggage, 
sports  equipment,  computer  periph- 
erals and  pet  paraphernalia.  At  one 
time,  he  had  his  own  merchandise  on 
59  of  the  catalog's  130  pages.  "On 
paper  it  made  sense  to  boost  margins 
by  buying  merchandise  at  a  50%  dis- 
count," says  Worsley.  Trouble  was, 
Worsley  couldn't  sell  the  merchandise. 
And  new  software  was  misplacing 
orders  and  miscounting  inventory. 


Air  Travel  lil  Car  Rental  ^ 


SkyMall's  former  Phoenix  outlet  store 

No  longer  liquidating  unsold  inventory. 


At  the  end  of  the  1993  Christmas 
season,  SkyMall  had  20  trailers  in  its 
Phoenix  parking  lot,  stuffed  with 
extra  suitcases,  telephones,  golf  bags 
and  watches.  It  owed  450  creditors 
$9  million  and  had  just  $500,000 
in  cash. 

After  discovering  the  extent  of  the 
software  problem,  cs  First  Boston 
canceled  an  initial  public  offering  of 
SkyMall  that  it  had  been  planning.  A 
Baby  Bell  came  close  to  buying  Sky- 
Mall, but  then  backed  out.  Worsley 
pleaded  with  Ashton  for  another  $6 
million,  but  Ashton  refused.  Bank- 
ruptcy appeared  imminent. 

"It  looked  like  this  thing  was  going 
down  fast,"  says  David  Wirthlin,  Sky- 
Mall's  chief  financial  officer,  who  was 
answering  100  phone  calls  a  day  from 
SkyMall's  creditors. 
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Expecting  the  Baby  Bell  purchase 
to  come  through,  Worsley  had 
offered  his  personal  assets  as  a  guar- 
antee to  SkyMall's  printer.  Now  he 
faced  losing  everything.  Worsley's 
eldest  daughter  asked  his  tearful  wife, 
"Will  my  friends  still  like  me  if  we're 
homeless?" 

Worsley  holed  himself  up  in  his 
office  for  three  days  and  developed  a 
plan  that  saved  the  company.  He 
realized  that  the  whole  concept  was 
wrong.  Yes,  airline  passengers  had 
the  time  and  inclination  to  browse 
catalogs.  Yes,  they  were  affluent  cus- 
tomers. But,  no,  they  didn't  want  the 
stuff  so  fast  that  they  were  willing  to 
wait  and  pick  it  up  at  the  airport. 

No  longer  would  SkyMall  stock 
inventory  or  deliver  at  airports — 
80%  of  SkyMall's  customers  received 
their  merchandise  at  home  anyway. 
Worsley  had  been  trying  to  do  too 
much.  SkyMall  had  no  busi- 
ness being  in  inventory  and 
delivery.  It  should  be  in  the 
business  of  prospecting  for 
customers. 

SkyMall  would  also  begin 
charging  catalog  companies 
$20,500  per  page  to  appear  in 
the  SkyMall  catalog.  The 
investors  liked  the  idea,  but 
still  wouldn't  give  Worsley 
money  to  repay  his  creditors. 

So  Worsley  and  his  employ- 
ees called  SkyMall's  creditors 
one    by    one    to  negotiate 
reduced  payment  schedules. 
Worsley     closed  SkyMall's 
airport     locations.  Hammacher 
Schlemmer,  SkyMall's  biggest  cata- 
log customer,  helped  out  by  buying 
$1  million  of  SkyMall's  inventory. 
Worsley  liquidated  the  rest. 

At  last  SkyMall  is  profitable.  The 
company  earned  a  paltry  $834,000 
before  interest  expenses  in  1995.  But 
after  a  catalog  redesign  this  year, 
SkyMall's  weekly  sales  are  up  44%. 
Worsley  hopes  to  earn  $2  million  in 
net  income  on  $53  million  in  rev- 
enues in  1996. 

"In  the  end,  I'm  glad  Alan  didn't 
give  us  that  $6  million,"  says 
Worsley,  who  has  gained  some  per- 
spective on  SkyMall's  travails. 
"It  was  like  a  parent  teaching  a  child 
a  tough  lesson.  We  became  more 
frugal  and  worked  things  out  in  a 
better  way."  -S.O.M 


it  also 
flies  on 
land. 


troducing 
the  Corporate 
Air  Travel  Card 
MasterCard 
for  all  your 
business  needs. 


The  new  Corporate  Air  Travel 

Card  MasterCard  is  the  smartest 

way  to  keep  your  travel  expenses 

itemized  and  under  control.  It 

combines  all  the  benefits  of  a 

centrally  billed  Air  Travel  Card 

account  with  the  acceptance  of 

MasterCard®.  And  with  no-cost 

automatic  travel  insurance  and 

the  full  range  of  MasterAssist* 

Family  of  Services,  all  your 

travel  needs  are  covered.  The 

Corporate  Air  Travel  Card 

MasterCard  is  available  through 

participating  airlines.  For  more 

information,  call  1-800-222-4688 

(or  202-626-4225)  or  call  your 

travel  agent. 

World  Wide  Web: 
hup:/ /air-travel-card. com 


Though  high  leverage  only  recently  put  it 

at  the  brink  of  bankruptcy,  Young  Broadcasting 

is  again  piling  on  the  debt. 

Pushing 
the  envelope 


By  Howard  Rudnitsky 

When  Young  Broadcasting  outbid 
a  handful  of  other  television  compa- 
nies for  Walt  Disney's  KCAL  television 
station  in  May,  the  losing  bidders 
were  flabbergasted.  How  was  Vincent 
J.  Young  going  to  pay  for  his  prize? 

Young  bid  $385  million  in  cash, 
$35  million  more  than  the  next  high- 
est bidder,  apparently  Granite  Broad- 
casting Corp.  (Disney  had  to  part 
with  the  Los  Angeles- based  VHF  sta- 
tion because  of  its  merger  with  Capi  ■ 
tal  Cities/ABC:  The  government  does 


not  allow  a  company  to  own  more 
than  one  VHF  station  in  a  market.) 
KCAL  had  sales  last  year  of  $100  mil- 
lion and  a  cash  flow  of  $24  million.  It 
was  a  good  property,  but  Young  had 
bid  a  rich  16  times  cash  flow. 

And  where  is  he  going  to  get  the 
cash?  Young  is  a  crapshooter.  In  1992 
he  was  faced  with  potential  bankrupt- 
cy because  he  could  not  service  his 
debt.  He  got  out  of  that  one,  but  his 
balance  sheet  shows  $370  million  of 
debt  against  a  probable  $440  million 


Vincent  J.  Young,  Young  Broadcasting's  chairman 
Long-standing  relationships  don't  hurt. 


value  for  his  stations,  leaving  a  thin 
equity  cushion.  If  federal  regulators 
approve  the  deal,  Young  will  probably 
need  to  sell  another  $300  million  or 
so  in  long-term  debt.  To  avoid  being 
downgraded  by  Moody's  and  s&P,  he 
will  have  to  improve  his  equity  ratio- — 
by  selling  either  stock  or  a  TV  station. 

But  Young  Broadcasting  has  a  rec- 
ord of  doing  a  lot  with  a  little.  It  also 
has  a  hidden  asset:  its  relationship 
with  ABC,  now  part  of  Disney. 

Now  48,  Vincent  Young  and  his 
father,  Adam,  now  82,  founded 
Young  Broadcasting  in  1986  when 
they  bought  their  first  TV  station. 
They  added  more  stations  in  primarily 
midsize  markets,  and  took  the  com- 
pany public  in  1994. 

By  1995  they  owned  nine  TV  sta- 
tions, which  generated  $122  million 
in  revenues.  This  May  they  added  one 
more.  Young's  stock,  which  went 
public  in  November  1994  at  $19  a 
share,  now  sells  at  around  $38.  The 
Young  family  still  owns  17%  of  the 
shares  (71%  of  voting  power),  worth 
some  $68  million. 

KCAL  fits  nicely  into  the  Young 
setup.  It  is  the  biggest  independent 
station  in  the  second-largest  TV  mar- 
ket in  population,  and  its  news  format 
is  similar  to  that  of  Young's  other 
stations.  It  will  be  easier  for  Young  to 
cut  costs  than  it  was  for  the  image- 
conscious  Disney. 

Aid  Young  may  have  a  trump  card. 
In  November  1994  Capital  Cities/ 
ABC  put  $25  million  in  fresh  equity 
capital  into  Young,  giving  ABC  a  pro- 
spective 21%  stake,  including  options. 
Why?  In  part  to  cement  Young's  loy- 
alty to  ABC;  six  of  its  television  stations 
are  ABC  affiliates.  This  was  at  a  time 
when  Rupert  Murdoch  was  on  the 
prowl  to  lure  stations  from  other  net- 
works to  his  Fox  network. 

In  short,  Young  and  ABC  are  old 
friends,  and  the  brass  at  the  new 
Disney/ABC  may  well  want  KCAL  in 
friendly  hands.  That  way,  if  the  FCC 
eventually  eases  its  TV  duopoly  rules, 
as  is  expected,  the  big  company  could 
offer  to  help  out:  It  could  offer  to  buy 
back,  say,  half  of  a  more  profitable 
KCAL  and  throw  Young  a  nice  bone — 
perhaps  another  ABC  television  sta- 
tion, or  cash. 

Call  it  shoestring  finance,  call  it 
having  friends  in  high  places,  whatev- 
er, it  could  all  very  well  work.  WM 
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WorldCom,  Inc.,  headquartered  in 
Jackson,  Miss.,  is  no  overnight 
sensation.  Some  only  now  may  have 
noted  its  emergence  as  a  leading  inter- 
national telecommunications  company, 
but  WorldCom,  Inc.  has  a  solid  back- 
ground of  technical  innovation,  cus- 
tomized solutions  and  superior  customer 
service.  With  its  own  state-of-the-art 
national  fiber-optic  network  and  an 
expanding  global  presence,  it  is  building 
on  a  history  of  meeting  the  needs  of  the 
most  sophisticated  customers. 

The  company's  record  of  successful 
strategic  acquisitions  and  phenome- 
nal internal  growth  rank  it  near  the 
top  of  any  listing  of  successful  enter- 
prises, particularly  in  the  category  of 
return  to  shareholders.  A  Fortune 
500  Company,  WorldCom,  Inc. 
(Nasdaq:  WCOM)  had  1995  revenues 
of  $3.6  billion. 

Mississippi  has  provided  the  ideal  envi- 
ronment for  succeeding  in  this  dynamic 
telecommunications  marketplace. 

An  enviable  spirit  of  innovation  and 
service  permeates  the  offices  of 
WorldCom,  Inc.  in  Jackson,  Miss. — 
where  it  has  announced  plans  for  a 
12-floor  office  tower  to  supplement  its 
existing  headquarters — and  through- 
out the  U.S.  and  the  world. 

The  real  hallmark  of  WorldCom,  Inc.'s 
approach  is  the  commitment  of  its 
7,800  employees  to  tailoring  solutions 
for  specific  customer  needs.  This 
blend  of  technology  and  people  grows 
from  Mississippi  roots,  and  the  people 
«:  WorldCom,  Inc.  wouldn't  have  it 
any  other  way. 
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hen  New  Jersey-based  Wellman  Inc. 
decided  to  build  a  new  manufacturing 
plant,  company  executives  looked  south. 
Heavily  courted  by  states  such  as  South 
Carolina,  where  his  company  already  main- 
tains a  huge  manufacturing  base,  Wellman 
President  and  CEO  Thomas  M.  Duff  said  his 
final  decision  came  down  to  the  deal. 

"It  was  a  package,"  says  Duff.  "We 
looked  as  far  west  as  Texas;  we  looked  on 
the  East  Coast  [the  company  is  headquar- 
tered in  Shrewsbury,  N.J.];  we  considered 
Mexico.  A  lot  of  places  have  a  lot  of  things 
to  offer,  but  when  we  put  the  total  pack- 
age together,  Mississippi  won  out." 

Mississippi's  package  included  a  series 
of  competitive  enticements,  among  them 
state  and  local  tax  incentives,  state-backed 
education  and  training,  an  ample  workforce 
with  a  strong  work  ethic,  low-cost  trans- 
portation of  raw  materials  by  barge  and 
immediate  access  to  deepwater  ports. 

As  a  result,  Wellman— a  world  leader  in 
the  manufacture  of  PET  (polyethylene 
terephthalate)  resin  and  polyester  fiber  for 
the  plastics  and  textile  industries— is 
building  a  $340  million  plant  in  the 
Mississippi  seacoast's  Hancock  County 
Port  Bienville  Industrial  Park.  It  will 
manufacture  resins  used  in  plastic 
soft  drink  bottles  and  polyester  fiber 
used  in  carpets  and  apparel. 
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"The  general  lethargy  in  government 
doesn't  impress  you,"  says  Duff.  "But  once 
Mississippi  heard  about  it,  they  got  us  and 
basically  convinced  us  in  a  lot  of  ways  that 
this  is  where  we  should  be.  They  did  a 
damn  good  job  of  it." 

Wellman's  story,  while  not  unique,  is 
one  of  the  most  recent  examples  of  the 
increasing  allure  of  Mississippi  to  world- 
wide corporations.  As  companies  like 
Duffs  grapple  with  questions  of  corporate 
strategy  and  define  a  vision  for  the 
future,  Mississippi  looks  more  and  more 
like  a  real  solution  for  lowering  the  costs 
of  doing  business  while  retaining  high 
product  quality. 

AGGRESSIVELY  PRO-BUSINESS 

"We  have  confidence  in  ourselves  and 
think  it's  time  to  show  the  rest  of  the 
world  that  it  can  have  confidence  in  us, 
too,"  says  Jimmy  Heidel,  executive  director 
of  the  Mississippi  Department  of  Economic 
and  Community  Development  and  the  man 
who  has  spearheaded  Mississippi's  aggres- 
sive recruitment  of  new  and  expanding 
businesses.  "We've  earned  the  right  to 


compete  on  the  world  stage." 

Not  content  simply  to  sit 
around  waiting  for  Mississippi's 
share  of  an  expanding  global 
economy  to  fall  into  their  laps, 
Heidel  and  Mississippi  Governor 
Kirk  Fordice  have  led  an  aggres- 
sively pro-business  contingent  to 
change  both  the  image  and  reality 
of  Mississippi's  economy.  More 
people— some  1.2  million— are 
working  in  Mississippi  than  ever 
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before,  as  the  result  of  expansion  and 
relocation  by  such  companies  as  Mazda, 
Sunbeam  Oster,  Thomas  &  Betts,  Peavey 
Electronics,  LDDS  WorldCom  Corp.  and 
Wellman  Inc.  To  veteran  business 
observers,  Mississippi's  thriving  new 
economy  represents  a  sea  change  from 
the  past. 

The  state  offers  five  U.S.  Customs 
offices  and  three  foreign  trade  zones  that 
allow  duty-free  transport,  extensive  stor- 
age facilities  and  tax  savings  for  gualified 
users.  The  Vicksburg  Foreign  Trade  Zone 
on  the  Mississippi  River  includes  indus- 
trial properties  in  Jackson,  the  state's 
largest  metro  area.  The  Gulfport-Biloxi 
Foreign  Trade  Zone  accommodates  deep- 
water  industrial  properties  that  enter  and 
exit  U.S.  waters  in  the  Gulf  of  Mexico. 

In  addition,  other  inland  waterway 
ports  on  the  Mississippi  River  at  the 
state's  western  boundary  and  the  254- 
mile  Tennessee-Tombigbee  Waterway  to 
the  east  have  helped  Mississippi  win 
recognition  as  a  cost-effective  shipping 
gateway  to  South  America,  Mexico, 
Europe,  the  Far  East  and  the  Caribbean 
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tures.  And  more  than  3,000  miles  of  rail- 
road crisscross  the  state,  joining  lines  that 
serve  all  major  markets  in  North  America. 

The  ports  of  Pascagoula  and  Gulfport 
on  the  Mississippi  Gulf  Coast  are  ideal  for 
international  shipping.  Ships  sail  daily 
from  Gulfport  to  destinations  in  Central 
America,  Europe  and  Australia,  while 
Pascagoula  serves  the  Caribbean,  Far  East, 
northern  Europe  and  the  Mediterranean. 
Both  provide  deepwater  facilities  equipped 
to  handle  containers,  as  well  as  frozen, 
bagged  and  oversize  shipments. 

Such  facilities  helped  move  a  record 
$2.7  billion  in  Mississippi  exports  in  1995, 
up  36%  from  the  year  before.  The  largest 
export  partner  was  Canada,  with  electronic 
equipment  and  industrial  machinery,  fol- 
lowed by  Russia,  largely  on  the  strength  of 
poultry  products. 

From  its  strategic  position  in  the  heart 
of  the  nation's  fastest-growing  region, 
Mississippi  is  ideally  suited  for  ground  dis- 
tribution as  well.  It  is  within  a  day's  drive 
of  55%  of  the  U.S.  population.  Direct 
access  to  Memphis,  St.  Louis,  Chicago,  New 
Orleans,  Birmingham,  Atlanta  and  Dallas  is 


Basin.  The  Tenn-Tom  has  reduced  the  dis- 
tance from  inland  ports  to  the  Gulf  of 
Mexico  by  as  much  as  800  miles. 

Major  freight,  passenger  and  air  char- 
ter services  make  numerous  hourly  depar- 


provided  via  the  state's  major  interstate 
highways:  1-55  and  1-59  running  north 
and  south  and  1-10  and  1-20  running  east 
and  west.  Mississippi  exceeds  the  national 
average  in  highway-improvement  spending 
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CHAIRMAN 

s  the  rest  of  the  nation  shifts 
to  a  service  economy, 
Mississippi  manufacturing  continues  to 
employ  almost  one  in  four 
Mississippians.  The  latest  figures  show 
24%  of  the  state's  workforce  making 
products  known  around  the  globe. 

Mississippi-made  products  include 
chemicals,  printed  materials,  furniture, 
petroleum,  timber,  paper  and  poultry, 
as  well  as  naval  ships. 

For  60  years,  Mississippi  has  worked 
to  become  a  haven  for  manufacturing. 
In  1936,  Gov.  Hugh  White  created  the 
Balance  Agriculture  With  Industry  pro- 
gram to  provide  the  first  tax  incen- 
tives for  industrial  development. 

Today  the  state  has  a  favorable  busi- 
ness climate  fostered  through  the 
recognition  by  elected  officials  and 
state  administrators  that  manufactur- 
ing plays  a  vital  role  in  Mississippi's 
economic  health. 

The  diversity  among  the  more  than 
3,000  plants  employing  from  two  to 
12,000  workers  helps  ensure  a  strong 
base  for  the  continued  success  of 
manufacturing  in  Mississippi. 

Once  in  Mississippi,  manufacturers 
find  it  worthwhile  to  stay  and  expand 
here.  In  the  last  three  years,  the  capi- 
tal investment  for  new  and  expanded 
facilities  has  totaled  $3.1  billion,  with 
$2.5  million  coming  from  expansions 
of  existing  industries. 
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Aubrey  Burns  Patterson 

CHAIRMAN  AND  CEO 

*>>^\/i  ississippi's  Our  Hometown" 
K  \J  most  aptly  describes  the 
relationship  between  Bank  of 
Mississippi  and  its  statewide  market. 

A  $2.5  billion-asset  retail  and  com- 
mercial bank  with  80  locations  in  42 
Mississippi  communities,  Bank  of 
Mississippi  has  an  influence  that 
reaches  from  the  Tennessee  border  to 
the  Mississippi  Gulf  Coast. 

With  a  staff  of  more  than  1,000, 
Bank  of  Mississippi  is  especially  strong 
in  corporate  and  commercial  lending, 
investing  customers'  deposits  to  create 
business  opportunities  in  the  markets 
it  serves. 

Bank  of  Mississippi  is  the  lead  bank 
of  BancorpSouth  Inc.,  the  holding 
company  that  resulted  from  the 
growth  of  the  bank  in  its  120  years  of 
service.  BancorpSouth  has  three  sub- 
sidiaries: Bank  of  Mississippi, 
Volunteer  Bank,  serving  West 
Tennessee,  and  Laurel  Federal  Savings 
and  Loan  Association,  a  Mississippi- 
based  retail  thrift  company. 

BancorpSouth  Inc.  has  assets  of  $3.5 
billion  and  operates  in  approximately 
12C  locations  in  65  Mississippi  and 
Tennessee  cities  and  towns. 


and  will  complete  an  ambitious  $1.5  billion 
expansion  program  by  the  year  2000.  More 
than  1,000  miles  of  highways  will  be 
added  to  the  state's  existing  system. 

EMPHASIS  ON  QUALITY  OF  LIFE 

To  be  sure,  the  state  enjoys  other 
advantages:  The  low  overall  cost  of  doing 
business  in  Mississippi  includes  virtually 
everything  from  industrial  and  office  space 
to  housing  to  the  labor  force.  New  resi- 
dents find  affordable  housing  in  outstand- 
ing neighborhoods  at  prices  at  least  5% 
below  national  averages.  With  the  low  cost 
of  living  and  low  taxes,  the  same  salary 
goes  a  lot  further  in  Mississippi  than  in 
many  other  states.  Add  to  that  an  expan- 
sive system  of  state  parks,  complete  with 
new  golf  courses,  fresh-  and  saltwaters 
teeming  with  fish,  forests  full  of  wild 
game,  white  sandy  beaches  and  a  rich 
array  of  both  outdoor  and  indoor  recre- 
ation and  entertainment,  and  one  finds 
that  Mississippi's  quality  of  life  is  second 
to  none. 

Mississippi  has  even  taken  the  extraor- 
dinary step  of  developing  "certified 
retirement  communities,"  where  the 
things  that  most  retirees  say  they 
want  are  already  in  place.  Savvy 
economic  developers  like  David 
Rumbarger,  whose  south  Mississippi 
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city  of  Hattiesburg  was  one  of  the  first 
such  certified  communities,  sees  a  strong 
connection  between  retirees  and  business 
recruiting.  "The  same  kinds  of  things  that 
retirees  want— low  crime,  educational 
opportunities,  recreation,  high  quality  of 
life— are  also  the  kinds  of  things  that 
attract  economic  development,"  he  says. 
"So  it  makes  sense  that  one  would  aug- 
ment the  other." 

Rumbarger,  president  of  Hattiesburg's 
Area  Development  Partnership,  adds  that 
when  it  comes  to  economic  development 
and  industrial  site  location,  second  place 
really  means  no  place  at  all:  "Very  rarely 
does  a  corporation  ever  say,  'Well,  you 
were  No.  2,  so  we're  going  to  expand  a  lit- 
tle over  there,  but  we're  going  to  put  the 
bulk  of  it  in  Mississippi.'" 

INDUSTRIES  DRIVING  THE  FUTURE 


Mississippi  is  a  state  in  tune  with  its 
past,  yet  solidly  tuned  into  the  future. 
Major  business  and  industrial  sectors  like 
banking  and  finance,  healthcare  and  man- 
ufacturing are  contributing  mightily  to  the 


state's  overall  economic  growth.  This  is 
not  mere  happenstance. 

Armed  with  new  technology  that  chal- 
lenges the  old  boundaries  of  traditional 
banking,  Mississippi  banks  are  giving  cus- 
tomers the  option  of  doing  their  banking 
from  their  own  home  computers.  And 
while  they  make  life  easier  for  individuals, 
banking  institutions  in  Mississippi  are  also 
financing  record  levels  of  business  ven- 
tures with  the  seed  money  that  promotes 
growth  and  employment. 
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FORREST  GENERAL 
HOSPITAL 


■ 

/  / 

^^^^ 

Lowery  A.  Woodall 

EXECUTIVE  DIRECTOR 


K^,-f  orrest  General  Hospital  was 
(3J    founded  in  1952  with  the 
vision  of  providing  for  the  healthcare 
needs  of  the  Hattiesburg,  Miss.,  area. 
The  tremendous  growth  of  the  hospital 
over  the  years  reflects  a  similar  rate  of 
growth  within  the  south  Mississippi 
community  it  serves. 

Forrest  General  is  a  537-bed  regional 
medical  center  providing  a  compre- 
hensive array  of  healthcare  services  to 
citizens  in  15  counties.  The  hospital's 
success  can  be  attributed  to  the  dedi- 
cation and  skill  of  those  staff  mem- 
bers within  the  organization,  and  to 
the  vitality  and  strength  of  the  south 
Mississippi  economy. 

Local  and  state  development  efforts 
have  enabled  the  Hattiesburg  region 
to  realize  strong  growth  in  its  indus- 
trial and  retail  sector.  Along  with  this 
growth  has  come  a  renewed  interest  in 
the  area,  including  the  city's 
renowned  livability  status  and  a 
healthcare  system  nationally  recog- 
nized among  America's  small  cities. 

It  has  long  been  the  mission  of 
Forrest  General  to  meet  the  existing 
and  future  healthcare  needs  of  indi- 
viduals in  the  local  area.  That  vision 
today  remains  unchanged:  to  continue 
delivering  quality  healthcare  services 
to  a  thriving  community. 


In  healthcare,  new  alliances  and  part- 
nerships are  helping  Mississippi  respond  to 
a  changing  healthcare  climate  in  the  U.S. 
The  state's  medical  institutions  are  invest- 
ing heavily  in  both  human  talent  and 
technological  breakthroughs.  As  just  one 
example  of  this  record  of  innovation, 
Mississippi  was  the  site  of  the  world's  first 
heart-lung  transplant. 

On  the  general  level,  one  in  four 
employed  Mississippians  works  in  manufac- 
turing, a  base  the  state  and  its  companies 
have  worked  hard  to  build  over  the  past  six 
decades.  One  of  the  most  successful  busi- 
ness organizations  to  be  found  anywhere  in 
Mississippi  is  run  by  the  Mississippi  Band  of 
Choctaw  Indians.  Aggressively  self-reliant, 
the  tribe  today  owns  more  than  1.2  million 
square  feet  of  manufacturing  space  and 
operates  a  hugely  popular  casino— the  only 
land-based  casino  in  Mississippi.  The 
Choctaws  have  earned  a  reputation  as  inno- 
vative managers  and  workers  in  the  fields  of 
direct  mail  and  manufacturing. 

PIONEERING  NEW  FRONTIERS  IN 
TELECOMMUNICATIONS 

This  sort  of  pioneering  spirit  also  is  evi- 
denced by  WorldCom,  the  Mississippi-based 
long  distance  company  whose  president  and 
CEO,  Bernard  J.  Ebbers,  has  the  country's 
"big  three"  looking  over  their  shoulders. 
Through  a  stunning  series  of  acquisitions 
and  mergers,  WorldCom  saw  its  revenues 
reach  more  than  $3.6  billion  in  1995  on 
operating  income  of  $676  million  and  19.4 
billion  minutes  billed.  WorldCom  operates  a 
nationwide,  digital  fiber-optic  network  in 
the  U.S.  and  has  worldwide  network  capacity 
for  voice,  data  and  video  products. 


VIKING  RANGE 
CORPORATION 


Fred  Carl  Jr. 

CHAIRMAN  AND  CEO 


£j/£  s  the  originator  of  commer- 
*^/\J  rial- type  appliances  for  the 
home.  Viking  Range  Corporation  is  the 
leading  manufacturer  of  ultra-premium 
professional  cooking  and  cleanup 
products,  providing  unrivaled  quality, 
styling  and  performance. 

After  realizing  several  disadvantages 
of  true  commercial  ranges  in  residential 
installations,  Fred  Carl  envisioned  and 
created  a  new  appliance  category — one 
that  incorporates  commercial-type 
power  and  performance  with  residen- 
tial compatibility.  Today,  Viking  Range 
offers  a  complete  line  of  professional 
products  for  the  kitchen,  including 
freestanding  ranges,  built-in  range- 
tops,  cooktops  and  ovens,  warming 
drawers,  ventilation  systems,  dish- 
washers and  food-waste  disposers. 

Production  is  handled  by  its  modern 
manufacturing  facility  in  Greenwood, 
Miss.,  home  of  Viking  Range 
Corporation  and  Fred  Carl.  Recent 
plant  expansions  and  investments  in 
automated  equipment  continue  to 
ensure  the  highest-quality  production 
for  the  line  of  Viking  products.  Proud 
of  its  Mississippi  heritage,  Viking 
Range  Corporation  employs  more  than 
200  Mississippians. 


TEN  NESS  EE-TOM  BIG  8  EE 
WATERWAY 


(^/^  he  Tennessee-Tombigbee 

\j/  Waterway  provides  one  of  the 
most  economical  and  energy-efficient 
means  of  transporting  large  volumes 
of  raw  materials  or  finished  products. 
This  modern  waterway,  opened  in 
1985,  connects  16,000  miles  of  navi- 
gable streams  serving  mid-America 
with  the  deepwater  ports  along  the 
Gulf  of  Mexico. 

The  waterway  region,  including 
northeast  Mississippi,  has  all  the 
assets  for  economic  growth,  especially 
heavy  manufacturing.  More  than  40 
prime  waterfront  industrial  sites  are 
available  for  development. 

Information  about  the  waterway  and 
the  region  can  be  easily  obtained  by 
calling  1-888- TEN-TOM.  This  very  user- 
friendly,  automated  data-retrieval  sys- 
tem will  instantly  fax  the  requested 
information  on  a  confidential  basis. 
For  more  information,  contact: 

Mr.  Don  Waldon,  Administrator 
Tennessee-Tombigbee  Waterway 
Development  Authority 
P.O.  Box  671 
Columbus,  MS  39703 
Phone:  601-328-3286 


Indeed,  Mississippi's  telecommunications 
business  has  quietly  blossomed  and  the 
state  is  now  literally  in  touch  with  the  world 
through  advanced  technology  combined 
with  cost  efficiency.  Another  Mississippi 
company,  Mobile  Telecommunication 
Technologies  Corp.,  has  introduced  the  first- 
ever  two-way  paging  and  messaging  service. 

The  state  is  developing  a  telecommuni- 
cations infrastructure  that  ranks  as  one  of 
the  most  sophisticated  in  the  world. 
State-of-the-art  services  combine  with 
education  to  make  Mississippi  a  leader  in 
the  field,  with  the  University  of 
Mississippi  Center  for  Telecommunications 
offering  the  private  sector  the  kinds  of 
educational,  research  and  service  pro- 
grams proving  to  be  of  special  interest  on 
the  pathway  to  tomorrow. 

And  on  the  satellite  communications 
front,  the  first  advanced  RCA  satellite 
dish  designed  for  home  use  was  unveiled 
in  Mississippi. 


ments  in  Mississippi  companies. 

In  addition,  a  plethora  of  other 
incentives  awaits  companies  coming  into 
Mississippi  for  the  first  time,  and  tax 
burdens  can  be  relieved  considerably 
when  combined  with  such  incentives  as 
the  following: 

■  Rates  for  unemployment  and  workers' 
compensation  insurance  that  are  substan- 
tially below  the  national  average. 

■  A  $75  million  state  revolving  fund,  the 
Capital  Improvements  Loan  program,  which 
offers  a  viable  funding  source  for  infra- 
structure needs  deemed  by  local  govern- 
ments as  essential  for  community  growth 
and  development.  Projects  funded  under 
this  program  could  include  buildings  for 
industrial  development,  fire  protection  and 
even  water,  sewer  and  drainage  systems. 

■  The  Mississippi  Rural  Economic 
Development  Assistance  Program,  which 
allows  qualified  manufacturers  and  distrib- 


FERTILE  GROUND  FOR 
IMAGINATIVE  VENTURES 

Mississippi  has  long  welcomed  interest 
from  new  and  expanding  businesses,  creat 
ing  a  climate  that  nurtures  and  supports 
business  ventures  and  creates  new  oppor- 
tunities. This  climate  is  reflected  in  the 
attitude  of  Mississippi's  leaders,  who  have 
eliminated  capital  gains  taxes  on  invest- 
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DEPOSIT 
GUARANTY  CORP. 


E.B.  Robinson  Jr. 

CHAIRMAN  AND  CEO 


r\ /jeposit  Guaranty  began  serving 
Mississippians  70  years  ago  in 
Jackson.  Today  the  company  boasts  a 
statewide  network  of  offices,  as  well 
as  offices  in  Louisiana  and  Arkansas. 

Deposit  Guaranty  Corp.  is  the  largest 
bank  holding  company  headquartered 
in  Mississippi,  with  more  than  $6  bil- 
lion in  assets.  Throughout  its  history, 
Deposit  Guaranty  has  been  a  leader 
among  Mississippi  financial  institu- 
tions, with  a  wide  array  of  products 
and  services  designed  for  the  corpo- 
rate customer. 

Whether  a  business  needs  start-up 
capital,  a  loan  for  expansion  or  simply 
a  line  of  credit  to  purchase  inventory, 
Deposit  Guaranty  has  numerous  credit 
options.  In  addition  to  loans  and 
deposit  accounts,  Deposit  Guaranty 
offers  customized  cash-management 
services.  The  international  department, 
which  is  the  largest  in  the  state,  can 
provide  letters  of  credit  to  facilitate 
domestic  and  international  trade.  The 
trust  division  offers  expertise  in 

\  employee  benefits,  investment  man- 
agement and  charitable  giving  as  well 
as  estate  planning.  Deposit  Guaranty's 
commercial  bankers,  with  expertise  in 
a  variety  of  industries,  can  provide 
customers  with  one-stop  shopping. 

The  most  important  commodity, 
though,  is  quality  service.  Deposit 
Guaranty  is  committed  to  doing  every- 
thing humanly  possible  to  meet  cus- 
tomers' needs  promptly  and  to  their 
satisfaction. 


utors  to  receive  Mississippi  corporate  income 
tax  credits  toward  debt  retirement  on  plants 
and  equipment  financed  by  Industrial 
Development  Revenue  Bonds. 

■  A  five-year  state  income  tax  credit  of  $500 
to  $2,000  for  each  new  job  created  by  new  or 
expanding  businesses,  as  well  as  income  tax 
credits  of  $500  for  each  new  job  created  by 
companies  transferring  regional  or  national 
headquarters  to  Mississippi,  and  $500  for 
new  research  and  development  jobs. 

■  A  state  income  tax  credit  equal  to  25%  of 
basic  skills  training  and  job  retraining 
expenses  for  employers  and  25%  of  child 
care  expenses. 

■  Sales  tax  exemptions  for  qualified  pur- 
chasers of  raw  materials,  machinery,  pro- 
cessing chemicals  and  construction  materi- 
als, as  well  as  long-term  exemptions  from 
most  county  property  taxes. 

■  The  Magnolia  Venture  Capital  Fund, 
designed  to  stimulate  investment  in  startup 
businesses.  No  fewer  than  12  small  business 
incubators,  such  as  the  Jackson  Enterprise 
Center,  offer  a  helping  hand  to  new  starts. 


With  incentives  like  these,  it's  no  wonder 
that  an  independent  study  by  a  major 
American  manufacturer,  Whirlpool,  ranked 
Mississippi's  business  climate  No.  1  among 
its  23-state  area.  Factors  included  taxes, 
unemployment  compensation,  workers' 
compensation,  labor,  transportation, 
energy,  health  care,  job  growth  and 
quality  of  life. 

INTERACTIVE  VIDEO  RESOURCES 

The  business  climate  is  highly  rated  for 
another  reason,  too:  the  genuine  support 
of  local  and  state  leaders,  which  actually 


IRBY  CONSTRUCTION 
COMPANY 


Charles  L.  Irby 

PRESIDENT 


C_  stablished  50  years  ago  in  the 
power  line  industry,  Irby 
Construction  Company  continues  to 
pioneer  in  an  ever-changing  utility 
market.  Irby  has  long  been  recognized 
as  the  premier  transmission  and  dis- 
tribution line  constructor  in  the  U.S. 
Its  commitment  to  growth  and  its 
diverse  workforce  have  positioned  the 
company  to  play  an  important  role  in 
other  industries,  specifically  fiber  optics 
and  cellular  communication  towers. 

In  its  expanding  marketplace,  Irby 
has  completed  international  projects 
in  Africa,  Southeast  Asia  and  Central 
America.  Its  financial  stability, 
turnkey  experience  and  equipment 
inventory  provide  the  flexibility  to 
execute  challenging  projects  anywhere. 

Irby's  sister  firm,  Stuart  C.  Irby 
Company,  is  the  17th-largest  electrical 
distributor  in  America,  and  is  a  lead- 
ing supplier  of  electrical  goods  in  the 
Southeast.  Together,  the  Irby 
Companies  take  pride  both  in 
Mississippi  and  in  their  leadership 
position  in  the  electrical  industry. 


BLUE  CROSS  &  BLUE 
SHIELD  OF  MISSISSIPPI 


Richard  J.  Hale 

PRESIDENT  AND  CEO 

>Iue  Cross  &  Blue  Shield  of 
1  Mississippi,  A  Mutual  Insurance 
Company,  has  served  the  healthcare 
coverage  needs  of  Mississippians  for 
nearly  50  years.  The  company  has 
seen  the  state  grow  from  its  agricul- 
tural roots  to  support  the  demands  of 
today's  modern  industry.  Blue  Cross  & 
Blue  Shield  of  Mississippi  has  grown 
too,  supporting  the  healthcare  cover- 
age needs  of  Mississippi  businesses. 

As  the  cost  of  healthcare  has 
increased  over  the  years,  so  too  has 
the  demand  for  comprehensive  health- 
care benefit  plans.  Blue  Cross  &  Blue 
Shield  of  Mississippi  pioneered  the 
development  of  cost-saving  managed- 
care  programs  in  Mississippi. 

As  a  local  company,  Blue  Cross  & 
Blue  Shield  of  Mississippi  knows  the 
state  and  its  people.  The  company 
understands  that  what  works  for  one 
business  may  not  be  suitable  for 
another.  This  knowledge,  combined 
with  the  company's  experience  and 
expertise  in  the  healthcare  field, 
allows  it  to  provide  its  customers  with 
effective,  innovative  and  affordable 


begins  long  before  a  company's  decision 
is  made  to  locate  in  the  state. 

At  the  innovative  Mississippi  Resource 
Center  in  Jackson,  CEOs  and  other  com- 
pany officials  can  save  hours  by  viewing 
any  site  in  the  state  via  interactive  video 
presentations.  A  state-of-the-art  comput- 
er resource  funded  by  public  and  private 
dollars,  the  Center  compiles  a  wealth  of 
information,  including  labor  force  and 
market  data,  maps  of  the  state  and 
details  of  available  buildings  or  lots. 
Instructive  videos  contain  tax,  cost-of- 
living  and  community  information  for 
prospective  new  businesses. 

The  system  can  search  its  database  for 
a  property  that  meets  precise  specifica- 
tions, such  as  building  size  or  proximity 
to  airports  or  water  transportation.  Then 
the  visiting  CEO  can  take  home  the 
detailed  data  on  video,  computer  disk  or 
hard  copy  for  later  study.  In  the  three 
years  since  the  Resource  Center  opened, 
companies  serviced  by  it  have  invested 
nearly  $300  million  in  Mississippi  and 
created  more  than  3,000  jobs. 

Through  a  variety  of  services  offered 
on  the  local  and  state  levels,  including 
one-stop  environmental  permitting  and 
some  of  the  most  innovative  financing 
plans  in  the  nation,  Mississippi  consis- 
tently demonstrates  its  strong  commit- 
ment to  business  growth  and  profitability. 

The  State  Department  of  Economic 
and  Community  Development  has  devised 
a  program  of  assisting  businesses  in  the 
support  and  distribution  fields.  Its  com- 
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puterized  Crossmatch  program  is  designed 
to  pair  manufacturers  in  need  of  support 
services  and  products  with  partners 
already  in  the  state  that  can  furnish  what 
they  need. 

One  of  the  state's  richest  resources 
was  developed  at  public  expense  but 
now  offers  a  wide  array  of  services  to 
private  business.  The  Mississippi 
Technology  Transfer  Center  promotes  the 
transfer  of  useful  information  from  gov- 
ernment agencies  such  as  NASA.  In  one 
recent  example,  engineers  and  develop- 
ers from  a  Mississippi  company  were  able 
to  deliver  their  part  of  a  nearly  $1  bil- 
lion resort  project  in  the  Central 
American  country  of  Belize  due  largely 
to  a  detailed  examination  of  the  land 
accomplished  by  NASA  satellite.  The 
same  insistence  on  the  highest  techno- 
logical standards  used  to  send  human 
crews  into  space  is  readily  available  to 
businesspeople  looking  for  answers  here 
on  earth. 

SOLID  GROWTH  IN  FOREST  PRODUCTS 

With  forests  covering  more  than  half  of 
Mississippi's  land  mass,  wood-related 
industries  have  found  a  natural  home. 
Northeast  Mississippi  and  its  regional  busi- 
ness center,  the  city  of  Tupelo,  lay  claim  to 
the  tremendous  growth  in  the  business  of 
manufacturing  upholstered  wood  furniture. 

Mississippi's  mild  climate  contributes  to 
an  annual  growth  rate  of  its  pine,  oak,  hicko- 
ry and  ash  trees  twice  the  national  average. 

Companies  such  as  Master  Design 


WESLEY  HEALTH 
SYSTEM/METHODIST 
HOSPITAL 


HATTIESBURG,  MISS., 
AREA  DEVELOPMENT 
PARTNERSHIP 


William  K.  Ray 

CEO 

(j/n  Hattiesburg,  Miss.,  youll 
find  America's  most  livable 
small  city*  and  the  No.  1  small  city  in 
America  for  healthcare.** 

You'll  also  find  Wesley  Health  System 
and  Methodist  Hospital  listed  among 
the  4%  of  accredited  hospitals  in  the 
nation  that  have  achieved 
Accreditation  With  Commendation. t 
Methodist  believes  that  wellness 
includes  the  physical,  intellectual, 
emotional,  social  and  spiritual  compo- 
nents of  life.  That  conviction  has 
fueled  a  history  of  innovative,  widely 
recognized  programs  such  as  single- 
room  maternity  care,  pain  and  wound 
management,  orthopedic  surgery, 
occupational  health,  wellness  and 
sports  medicine,  and  small-incision 
endosurgery. 

In  the  managed-care  arena, 
Methodist  HealthTrust  was  one  of  the 
first  in  the  area  to  link  healthcare  ser- 
vices and  physicians  to  influence  the 
use  and  cost  of  services  while  preserv- 
ing the  highest  quality  of  care. 

Methodist  Hospital's  commitment  to 
quality  for  life  has  resulted  in  services 
that  not  only  improve  the  lives  of 
those  affected  by  disease  or  physical 
impairment,  but  also  the  entire  com- 
munity with  preventive  care  that 
touches  the  home  and  the  workplace. 

"National  Conference  of  Mayors 

"The  Rating  Guide  to  Life  in  America's  Small  Cities 

tJoint  Commission  on  Accreditation  of  Healthcare 

Organizations 


Furniture,  the  fastest-growing  manufacturer 
of  dining  room  furniture  in  the  U.S.,  have 
flourished.  And  the  readily  available  supply 
of  raw  materials  has  given  rise  to  a  support 
system  for  wood-related  industries  that  is 
the  envy  of  other  markets.  The  Mississippi 
Forest  Products  Laboratory  at  Mississippi 
State  University  sees  busy  researchers 
developing  new  technologies  that  will  help 
ensure  efficient  utilization  of  forest 
resources.  Programs  even  include  seedling 
research  to  promote  expansion  and  prof- 
itability of  forest-products  industries.  These 
factors  and  others  combine  to  keep 
Mississippi  forest  products  among  the  most 
competitively  priced  in  the  nation. 

Wood  products  take  on  a  slightly  differ- 
ent meaning  at  International  Paper  Co., 
one  of  more  than  500  global  companies 
doing  business  in  Mississippi.  Employees  at 
IP's  Moss  Point  Mill  on  the  Mississippi  Coast 
are  already  thinking  about  life  in  the  next 
century.  "We  trust  when  you  think  of  us," 
says  company  literature,  "words  like  oppor- 
tunity, jobs,  responsibility  and  stability 
come  to  mind." 

IP  has  come  to  appreciate  the  willing- 
ness of  Mississippi  workers  to  learn  new 
tasks.  "Dissolving  pulp  is  a  highly  special- 
ized business,"  says  IP's  Bob  Taylor.  "Not 
everybody  can  make  it.  It's  a  long  learning 
curve  and  it's  a  difficult  process  to  handle. 
But  we've  gotten  several  awards,  both 
externally  and  from  a  number  of  our  cus- 


David  Rumbarger 

PRESIDENT 

he  days  when  Hattiesburg, 
Miss.,  could  call  itself  one  of 
America's  best-kept  secrets  are  over. 

Recognized  as  "America's  Most 
Livable  Small  City"  by  the  National 
Conference  of  Mayors  in  1992, 
Hattiesburg  is  known  nationally  as 
one  of  the  premier  small  towns  in 
which  to  live,  work  and  raise  children. 

Long  known  as  the  Hub  City  because 
of  its  strategic  location  at  the  inter- 
sections of  Interstate  59  and  U.S. 
Highways  49,  98  and  11,  Hattiesburg 
has  also  become  the  educational, 
retail  and  medical  hub  for  more  than 
250,000  residents  of  southeast 
Mississippi. 

Business  and  industry  have  recog- 
nized Hattiesburg 's  attributes  as  well. 
Sunbeam  Household  Products'  750,000- 
square-foot  Advanced  Manufacturing 
and  Distribution  Center  opened  in 
1995,  and  the  company  plans  to  move 
its  regional  headquarters  to 
Hattiesburg  in  the  coming  year.  The 
new  900,000-square-foot  Turtle  Creek 
Mall  has  attracted  national  merchants 
like  Sears,  JC  Penney,  Office  Depot, 
Pier  1  Imports  and  many  others. 

The  Area  Development  Partnership  is 
proud  to  serve  as  Hattiesburg 's  liaison 
to  the  nation's  business  and  industry 
community.  Please  call  1-800-238- 
HATT  (4288)  to  find  out  how  you  and 
your  company  can  join  in  Hattiesburg's 
success  story. 


MISSISSIPPI  BAND  OF 
CHOCTAW  INDIANS 


Hi 



Chief  Phillip  Martin 

he  Mississippi  Band  of  Choctaw 
Indians,  an  8,000-member  tribe 
in  Philadelphia,  Miss.,  is  writing  a 
new  chapter  in  its  proud  history. 
Through  a  visionary  concept  called 
Choctaw  Self-Determination,  the  tribe 
has  taken  control  of  its  destiny  by 
developing  a  successful  and  balanced 
reservation  economy  through  aggres- 
sive economic  development.  The 
Choctaws  own  more  than  1.2  million 
square  feet  of  manufacturing,  gaming, 
printing  and  direct-mail  services,  and 
retail  facilities. 

The  path  away  from  an  unemploy- 
ment rate  of  over  80%  in  the  1960s 
and  70s,  to  today  being  one  of  the 
state's  largest  employers  with  more 
than  5,400  employees,  has  been 
impressive.  The  Choctaws  assemble 
wire  harnesses,  audio  speakers  and 
hand-finished  greeting  cards,  as  well 
as  produce  plastic  cutlery  for  some  of 
the  nation's  largest  corporations. 

The  Silver  Star  Resort  &  Casino  in 
Philadelphia  is  expanding  its  facilities 
to  include  a  500-room  hotel  and  a  Tom 
Fazio/Jerry  Pate-designed  18-hole 
championship  golf  course.  Stay  tuned. 
This  success  story  will  continue. 


tomers.  We  also  were  certified  under  ISO 
9002  on  the  first  try.  All  of  these  things 
are  a  tribute  to  the  people  here  and  the 
systems  we.have  in  place  on  quality.  We 
produce  a  world-class  product." 


INTEGRAL  PARTNERSHIPS 
WITH  EDUCATION 

That  same  attitude  extends  to  other 
industry  segments— particularly  plastics 
and  chemicals,  one  of  Wellman  Inc.'s  rea- 
sons for  choosing  Mississippi— that  have 
formed  integral  partnerships  with  educa- 
tional institutions.  Historically,  workers  in 
Mississippi's  plastics  industry,  like  work- 
ers in  most  states,  received  on-the-job 
training.  But  that  was  a  tedious,  some- 
times dangerous,  time-consuming  process 
at  odds  with  today's  tight  production 
schedules  and  such  market  demands  as 
just-in-time  delivery. 

To  advance  education  in  polymer  sci- 
ences, three  years  ago  Mississippi  opened 
a  polymer  sciences  institute  affiliated  with 


ADVERTISEMENT  1 


the  University  of  Southern  Mississippi.  The 
programs  in  engineering  and  chemistry 
already  have  been  recognized  as  among 
the  nation's  best. 

These  are  some  of  the  tools  with  which 
companies  are  building  their  futures  in 
Mississippi.  From  the  stately  silence  of  the 
towering  pine  forests  to  the  thunderous 
roar  of  space-shuttle  engines  being  tested 
at  NASA's  Stennis  Space  Center  on  the 
Mississippi  Coast,  Mississippi  business  is  alive 
and  well.  The  state  has  centered  itself  in  the 
mainstream  of  the  American  economy.  It  has 
a  distinctive  mix  of  people  who  have  drawn 
sustenance  from  both  working  the  land  and 
writing  the  software  that  drives  some  of 
the  world's  most  sophisticated  computers. 
Mississippi  is  eagerly  embracing  the  chal- 
lenge and  change  promised  by  life  in  the 
new  millennium. 


James  L  (Buddy)  Bynum  is  an  award- 
winning  journalist  who  covers  business  and 
other  current  affairs  in  Mississippi. 


The  Mississippi  Department  of  Economic  and  Community  Development 
gratefully  acknowledges  the  contributions  of  the  following  organiza- 
tions to  the  Mississippi  success  story: 


Bank  of  Mississippi/ 
BancorpSouth,  Inc. 

Blue  Cross  &  Blue  Shield  of 
Mississippi 

Deposit  Guaranty  Corp. 

Forrest  General  Hospital 

Hattiesburg  Area  Development 
Partnership 

Irby  Companies 

Mississippi  Band  of  Choctaw 
Indians 


i  Mississippi  Manufacturers 
Association 

i  Mississippi  Universities 

i  Tennessee-Tombigbee 
Waterway  Development 
Authority 

i  Viking  Range  Corporation 

i  Wesley  Health  System/ 
Methodist  Hospital 

iWorldCom,  Inc. 


about 
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success. 
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Mississippi's  institutions  of  higher  learning 


Mississippi's  institutions  of  higher  learning 
are  committed  to  providing  educational 
programs  that  prepare  our  citizens  to  be 
competitive  in  a  global  economy.  We're 
serious  about  the  business  of  educating 
young  men  and  women,  and  we're  serious 
about  the  success  they  enjoy  as  productive 
employees  in  business  and  industry. 

Strong  research  programs  in  most  fields, 
along  with  technical  assistance  and  train- 
ing in  areas  such  as  TQM/CQI,  support 
and  enhance  the  growth  of  business  and 
industry  in  Mississippi.  We  also  enroll 
outstanding  students  and  maintain  pro- 
ductive research  and  service  agreements 
in  national  and  world  markets.  Instruction 
from  the  bachelor's  through  doctoral 
degree  levels  helps  ensure  leadership  and 
expertise  for  the  21st  century. 


Call  Us. 

It's  A  Call  You  Can  Count  On. 
(601)  982-6611 


U MISSISSIPPI  W 
NIVERSITIE  J 

Making  Sure  We  Know  More 

Board  of  Trustees  of  Institutions 
of  Higher  Learning 


EIGHT  UNIVERSITIES 
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Rather  than  carpet  bomb  their  fields  with  pesticide  and  fertilizer, 
computer-savvy  farmers  can  now  target  each  square  foot  individually. 


Cyberfarm 


By  Christine  Lutton 

For  the  PAST  10,000  years  farmers 
have  had  no  way  of  judging  the 
yield  of  a  given  acre  of  land.  They 
would  figure  the  average  yield  and 
just  assume  that  one  acre  was  much 
the  same  as  another.  They  aren't: 
Agronomists  have  found  that  one 
plot  can  be  twice  as  productive  as  a 
nearby  one,  even  though  there  is 
no  visible  difference  in  the  land. 
Why,  they  asked,  can't  we  discover 
what  the  ailing  acres  are  missing 
and  supply  it,  thereby  raising  total 
productivity? 

Such  targeted  treatment,  called 
precision  farming,  is  finally  coming 
into  its  own,  thanks  to  the  declining 
cost  of  computers  and  the  availabili- 
ty of  such  navigational  aids  as  the 
satellite-borne  Global  Positioning 
System.  In  principle,  you  could 
comb  your  field  for  systematic  varia- 


tions in  elevation,  soil  composition, 
moisture  and  wind  exposure,  then 
whip  up  an  individual  recipe  of  treat- 
ment for  every  bit  of  earth.  Then 
you  apply  just  the  right  amounts  of 
fertilizer,  herbicide,  insecticide  and 
water  to  each  spot,  in  the  process 
saving  on  chemicals  and  minimizing 
runoff  into  rivers  and  lakes. 

Take  the  example  of  farmer 
Douglas  Harford.  Harford,  47, 
maneuvers  a  combine  equipped  with 
a  yield  monitor  through  1,500  acres 
of  corn  and  soybeans  in  Mazon,  111. 
At  the  end  of  the  day  he  removes  a 
data  card,  takes  it  to  his  PC  and 
makes  maps  showing  how  each  field 
is  doing.  Along  the  way,  his  $3,500 
GPS  receiver  shows  him  (and  his 
computer)  where  in  the  field  he  is. 
Using  information  gleaned  from 
three  harvests,  Harford  is  now  doing 


test  plots  to  see  how  changing  one 
variable  affects  the  crop. 

In  four  years,  Harford  guesses,  he 
has  spent  $20,000  on  technology 
and  saved  as  much  on  chemicals  and 
other  inputs.  More  important, 
Harford  says,  is  what  he's  learned:  "I 
am  confident  that  this  will  give  me  a 
tremendous  advantage." 

The  return  on  investment,  always 
problematic  for  pioneering  comput- 
er applications,  is  very  much  so  in 
agriculture.  Trial  and  error  doesn't 
work  as  quickly  as  it  would  in  a 
newly  automated  steel  mill  or  office. 
Farmers  can't  control  the  weather 
and  the  changing  price  of  chemicals 
and  grain.  Moreover,  it  takes  a  year 
of  farming  to  get  a  set  of  data  on  a 
subplot  of  land.  Daniel  Ess,  an  assis- 
tant professor  of  agricultural  and 
biological  engineering  at  Purdue 


Douglas  Harford 
Data  gleaning. 
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University,  says  it  may  take  as  many 
as  five  years  to  get  a  clear  sense  of  a 
field's  potential. 

This  slow  payoff  explains  why 
only  a  handful  of  farms,  mostly 
well-capitalized  spreads  in  the 
upper  Midwest,  have  bought  into 
precision  farming  so  far.  When 
these  beta  testers  have  done  their 
job,  however,  and  when  computer 
system  costs  come  down  further, 
the  break-even  point  will  come 
within  the  reach  of  far  more  farm- 
ers. When  that  day  comes,  whichev- 
er technology  has  grabbed  a  good- 
ly share  of  the  market  will  be  worth 
a  lot  of  money. 

In  1986  that  growth  potential 
attracted  Allen  Myers,  a  farm-bred 
engineer  who  was  working  at 
Sundstrand  Corp.,  a  maker  of  air 
compressors  and  other  equipment 
for  aerospace  and  industrial  applica- 
tions. Myers,  47,  started  research  in 


his  dining  room  in  Ames,  Iowa, 
where  he  cobbled  together  a  yield 
monitor — a  device  that  weighs  how 
many  bushels  of  grain  are  spit 
through  a  combine  at  each  point  in 
a  farmer's  field.  He  tested  early  ver- 
sions on  his  father's  corn  and  soy- 
bean farm,  a  seven-hour  drive  away, 
in  Watseka,  111.,  and  sold  his  first 
monitor  in  1992 — the  same  year  he 
quit  his  job  and  went  to  work  on 
monitors  full  time.  "He's  two  steps 
ahead  of  everyone  else,"  says 
Michael  Cerny,  who  uses  the  yield 
monitor  to  farm  his  2,500  acres  in 
Sharon,  Wis. 

This  year  Myers  expects  to  sell 
3,000  monitors  through  his  Ag 
Leaders  Technology.  At  an  average 
$3,400  a  sale,  that  translates  to  rev- 
enues of  just  $10  million — chicken 
feed  by  Silicon  Valley  standards.  Still, 
it  may  suffice  to  attract  the  roving 
eye  of  a  farm  equipment  giant,  such 
as  John  Deere  or  Case  Corp.  Both 
companies  are  beginning  to  produce 
systems  that  combine  yield  monitors 
with  graphical  display  software  and 
GPS  readers. 

Another  builder  of  precision  farm- 
ing systems  (minus  the  yield  moni- 
tor) is  Rockwell  Corp.,  which  is  a 
leader  in  GPS  technology  for  aircraft. 
These  integrated  systems  cost 
between  $6,000  and  $8,000.  Until 
now,  most  farmers  had  connected 
the  pieces  themselves,  often  spend- 
ing twice  those  sums  to  build  their 
systems  a  la  carte. 

Maybe  the  suddenly  lowered 
price  will  change  some  farmers' 
minds.  But  there  will  be  resistance 
to  overcome.  Farmers  will  either 
have  to  learn  a  lot  about  computers 
or  pass  along  the  raw  data  to  out- 
side firms  (like  fertilizer  companies) 
they  may  not  trust. 

In  any  case,  the  iron  logic  of  ever 
cheaper  computer  power  ensures  that 
if  precision  farming  doesn't  make  eco- 
nomic sense  now,  it  will  five  or  ten 
years  from  now.  Farmers  are  techno- 
logically conservative,  and  with  good 
reason:  The  first  on  his  block  to 
embrace  a  new  method  might  not 
gain  permanent  advantage  if  it  works, 
and  he  may  lose  his  shirt  if  it  fails. 
When  the  cost/benefit  ratio  shifts 
sharply  into  the  black,  50,000  com- 
bines likely  will  have  to  be  retrofit- 
ted with  yield  monitors.  H 
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"Will  a  14-year-old 

sociopath 

bring  my  company 
to  its  knees?" 


*  It  can  keep  you  up  at  night,  the 
.  J  thought  oi  some  wily  hacker, 
,  worse,  a  paid  professional,  creeping  through 
»ur  company  s  most  valuable  information. 
it  if  you  keep  your  network  sealed  tight  to  avoid 
e  Information  Superhighwaymen,  you'll  miss 
it  on  all  the  resources  and  opportunities  the 
ternet  has  to  offer. 

There  are  other  issues.  What  sort  of 
cess  should  your  employees  have  to  the  Net? 
ow  do  you  control  it?  What  about  viruses? 
hat  happens  to  e-mail,  transaction  orders,  legal 
tcuments  and  electronic  funds  once  they've 
t  your  secure  enclave? 

At  IBM,  some  of  our  smartest  people  are 
)rking  on  the  problem  of  information  security 
le  group  consists  of  "ethical  hackers"  who  try 
break  into  your  system  and  reveal  the  cracks 
your  armor. 

Once  we  know  your  vulnerabilities,  we 
ect  multilayered  firewalls  and  install  the  latest 
>M  Antivirus  protection  software  from  our  labs, 
id,  in  the  event  of  a  break-in,  an  Emergency 


Response  Security  Team  is  standing  by  around 
the  clock  to  detect  it,  contain  it  and  stop  it  from 
happening  again. 

If  you're  just  starting  to  build  your  own 
network,  the  IBM  Global  Network  gives  you 
the  security  and  Internet  access  you  need,  from 
Turkey  to  Thailand  and  43  other  countries 
around  the  world. 

Every  day,  more  people  and  more  infor- 
mation make  the  world  of  networked  computing 
a  place  of  incredible  opportunity  and  trans- 
formation. All  the  minds  and  resources  of 
IBM  are  committed  to  helping  you  get  from  here 
to  there.  Safely. 

Stop  by  www.ibm.com  or  call 
1800IBM-7080,  ext.  G204,  for  our  free  16-page 
booklet  highlighting  how  IBM  can  help  your 
business  thrive  over  the  Internet.  We'll  also  send 
you  our  brochure  on  the  IBM  SecureWay"  family 
of  products  and  services. 

Solutions  for  a  small  planet  "  =  ==  E=r= 


ecureWay  and  Solutions  lor  a  small  plane!  are  trademarks  ol  IBM  Corp  ©  1996  IBM  Corp 


THE  SOFTWARE  HORIZON 


End  of  the  golden  master 


Guy  Kawasaki  is  an 
Apple  fellow  and 
author  of  How  to 
Drive  Your  Competition 
Crazy. 


"Golden  master."  What  a  lovely  term.  It 
evokes  images  of  perfection  and  untainted  stan- 
dards— a  genie-making  magic.  Anyone  familiar 
with  the  computer  industry  knows  better. 

Golden  master  refers  to  the  (it  is  hoped) 
debugged  version  of  software  that  the  devel- 
oper rushes  off  to  be  duplicated.  This  is  the 
version  that  is  not  to  be  changed  anymore, 
from  which  thousands  of  copies  will  be  made. 

The  creation  of  a  golden  master  used  to  be 
an  event.  After  you  created  the  golden  mas- 
ter, you  went  to  Disneyland  (or  at  least  to 
play  laser-tag),  like  Troy  Aikman.  But  those 
days  are  gone:  Shipping  software  is  no  longer 
an  event,  it's  a  process. 

What  brought  us  out  of  the  Dark  Ages  of 
events  and  into  the  Renaissance  of  process? 
The  Internet.  B.I.  (Before  Internet)  revised 
or  newly  debugged  software  meant  new  disks. 
Obviously  these  could  not  be  shipped  out 
monthly  because  of  the  cost  and  hassle.  But 
today  downloads  of  new,  revised  software  can 
be  made  as  soon  as  they  are  available. 

So  what  does  this  change  mean  for  you?  As 
usual,  there's  good  news  and  bad  news. 
Which  do  you  want  to  hear  first? 

The  good  news:  First,  it  will  mean  that 
products  will  be  enhanced  and  debugged 
faster  than  ever.  Rather  than  living  with  prob- 
lems and  waiting  for  the  once-per-year  (or 
longer)  upgrade  event,  customers  will  be  able 
to  get  software  that  is  ever  improved — or  at 
least  contains  different  bugs. 

Second,  when  customers  get  a  stream  of 
software  from  a  company,  they'll  realize  that 
software  is  not  so  much  a  product  as  a  capa- 
bility. Then  the  relationship  between  software 
companies  and  customers  will  change  from 
transactions  to  partnerships.  Communication 
between  the  parties  will  be  faster  and  better. 
The  partners  will  become  as  intertwined  as 
the  inhabitants  of  a  village  and  their  local 
craftsmen. 

Third,  software  marketing  will  become 
more  experimental.  Computers  made  mathe- 
matics an  experimental  science  because  it 
became  easy  to  see  the  results  of  changing 
variables.  Software-as-a-process  will  make 
software  marketing  an  experimental  science  as 
it  becomes  easy  to  change  product,  price  and 
promotion  variables  and  as  any  results  are 
immediately  seen. 

Fourth,  software  distribution  will  become 
more  efficient.  We  won't  have  as  many  mid- 


dlemen. Do  we  still  need  racks  of  software  in 
stores?  Only  for  buyers  who  want  to  touch  a 
shiny  package  (though  these  boxes  communi- 
cate so  little,  I  can't  see  why).  But  when  buy- 
ers learn  to  strive  after  capabilities  rather  than 
products,  they  will  get  their  stream  of  soft- 
ware from  whatever  medium  is  most  efficient. 

My  prediction  is  that  in  the  long  run  (two 
years  from  now)  most  software  will  be  sold 
directly  by  the  software  company  to  the  cus- 
tomer with  delivery  of  a  stream  of  versions  via 
the  Internet.  People  will  subscribe  to  a  soft- 
ware product  for  a  time  period  or  a  number 
of  versions. 

Prediction:  In  the  long  run  (two 
years  from  now)  most  software  will 
be  sold  without  a  middleman. 

Now,  the  bad  news.  The  classic  geek  joke  is 
"On  the  Internet  no  one  knows  if  you're  a 
dog."  Similarly,  no  one  knows  whether  you're 
just  one  voice  or  an  entire  market.  The  pressure 
to  overreact  to  feedback  from  early  adapters  or 
college  kids  with  more  time  than  money  will 
lead  many  companies  to  overengineer  their 
products,  until  common  sense  kicks  back  in. 

Next,  developers  will  release  products 
before  their  time  (even  more  than  now) 
because  it  will  be  so  easy  to  do  so.  The  sloppy 
software  slope  is  so  slippery  that  companies 
wouldn't  be  able  to  climb  back  up  if  their 
employees  were  made  of  Velcro. 

Thus  the  great  skill  that's  necessary  for 
buying  software  in  the  Internetted  future  is 
figuring  out  which  companies  will  enhance 
their  products  quickly.  I  have  a  few  handy  tips 
on  how  to  determine  this. 

First,  find  out  how  many  programmers  are 
working  on  the  product.  The  ideal  number, 
rarely  achieved,  is  three.  Two  hundred  is  bad. 

Second,  look  for  a  company  with  a  history 
of  product  releases  of  the  ".1"  variety — for 
example,  3.1,  3.2  and  3.3  (slow-moving  com- 
panies release  whole  numbers  such  as  4.0  and 
then  follow  then*!  with  ".01"  bug-fix  versions). 

Third,  make  sure  the  company  you  are 
about  to  do  business  with  isn't  slick.  Crude 
graphics  are  a  good  sign,  as  is  a  clunky  prod- 
uct name;  beware  of  Web  sites  obviously 
designed  by  high-paid  graphic  artists. 

Fourth,  and  most  important,  ask  yourself  if 
the  vendor  is  motivated  to  improve  its  prod- 
uct rapidly.  It  won't  be  a  bad  thing  if  you 
haven't  even  heard  of  the  company  yet.  IB 
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Fleeing  Alabama 
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Alabama  juries  can  still  hound  bmw.  The 
Supreme  Court's  May  20  ruling  on  punitive 
damages  won't  stop  that.  But  can  BMW  elude 
Alabama  juries?  That  second  question  will  be 
litigated  next. 

Anyone  who  sells  newspapers,  cars  or  con- 
traceptives nationwide  knows  that  Alabama 
juries  soak  out-of-state  defendants,  especially 
people  hailing  from  the  land  of  Yankee  or 
beyond.  The  problem  is  that  simple. 

The  solution  isn't.  Some  companies  may 
choose  not  to  sell  in  Alabama.  But  they  can 
still  end  up  in  Alabama  courts,  if  something 
sold  in  Boston  gets  driven,  resold  or  given 
away  in  Birmingham.  Other  companies  may 
be  willing  to  shoulder  Alabama's  exorbitant 
legal  overhead  in  connection  with  Alabama 
sales.  But  any  significant  presence  in  Alabama 
may  expose  all  their  operations  anywhere  to 
the  xenophobic  courts  of  this  one  little  state. 

There  aren't  any  simple  legal  tools  to  avoid 
it.  Incorporating  in  Delaware  gets  you 
Delaware  law  for  disputes  about  corporate 
governance.  Contracts  between  large  compa- 
nies often  contain  jurisdiction  and  "choice  of 
law"  provisions  that  courts  will  respect.  But 
legal  devices  like  these  are  all  but  unenforce- 
able for  mass-market  products.  The  accepted 
legal  wisdom  is  that  no  ordinary  consumer 
reads  or  accepts  fine  print  of  this  kind. 

There  are  limits,  however,  on  state  attempts 
to  reach  beyond  their  borders.  Federal  law 
cuts  in  when  state  laws  clash.  That's  how  we 
find  out  whether  a  gay  marriage  in  Hawaii 
must  be  given  legal  effect  in  Utah. 

The  Supreme  Court  thought  it  was  going 
to  resolve  something  like  that  in  the  bmw 
case.  BMW  had  sold  a  new  car  without  disclos- 
ing touch-up  to  the  paint.  That  supposedly 
reduced  the  value  of  the  car  by  $4,000.  BMW 
had  sold  1,000  refinished  cars  nationwide.  An 
Alabama  jury  multiplied  this  times  that  to 
arrive  at  $4  million  for  a  single  Alabama 
plaintiff.  BMW's  refinishing  policy,  however, 
was  entirely  lawful  in  most  other  states. 
Dixie's  courts  seemed  to  be  reaching  beyond 
their  borders. 

But  Alabama's  top  court,  it  turned  out,  had 
done  some  crafty  refinishing  of  the  legal 
paint.  It  had  cut  the  $4  million  in  half,  and 
had  piously  insisted  that  $2  million  was  just 
right  to  punish  BMW's  sale  of  14  refinished 
cars  in  Alabama  alone.  The  arithmetic  was  as 
arbitrary  as  die  original  award,  but  the  legal 


finish  was  now  free  of  any  visible  defects. 

The  U.S.  Supreme  Court  apparently  didn't 
grasp  that  detail  until  too  late.  Twice  before 
the  Court  had  okayed  punitive  awards  that 
were  said  to  be  excessive.  The  May  20  opin- 
ion says  nothing  legally  new.  Jumping  to  $2 
million  from  $4,000,  or  perhaps  from 
$56,000  (for  14  sales) — whatever  the  jump 
was,  it  was  too  much  for  five  of  the  justices 
to  stomach. 

Alabama's  top  court  piously  insisted 
that  $2  million  was  just  right  to 
punish  the  sale  of  14  refinished  cars. 

In  1965,  in  a  case  pitting  an  Alabama  sher- 
iff against  the  New  York  Times,  the  Supreme 
Court  sharply  curtailed  libel  law  nationwide. 
But  that  was  a  First  Amendment  case.  For 
BMW,  the  only  constitutional  hook  was  "due 
process."  Corporate  America  just  isn't  going 
to  find  much  practical  protection  in  this  neck 
of  the  Constitution,  or  in  the  Supreme 
Court's  new,  consult-your-gut  standard. 

In  her  dissenting  opinion  in  BMW,  Justice 
Ginsburg  hinted  at  more  promising  lines  of 
attack.  BMW  failed  to  object  when  the  plain- 
tiff baldly  asked  the  Alabama  jury  to  reckon 
up  damages  for  1 ,000  paint  refinishings 
nationwide.  BMW  finally  raised  this  point  with 
the  judge  after  the  verdict.  But  even  then,  as 
Justice  Ginsburg  noted,  BMW  "curiously"  con- 
ceded that  if  the  nationwide  evidence  was 
admissible  the  jury  had  the  right  to  multiply 
damages  accordingly. 

It's  the  curiouser  case  that  needs  winning. 
Alabama  juries  should  get  the  anecdotes,  doc- 
uments, witnesses  and  engineers  that  directly 
bear  on  Alabama  consumers,  Alabama  con- 
duct and  Alabama  claims,  not  a  jot  more.  Not 
a  word  about  lawful  activities  in  New  York, 
however  much  Alabama  may  dislike  them. 
Nothing  about  BMW's  overall  income  or 
wealth,  which  have  precious  little  connection 
with  Alabama.  Limiting  what  goes  into 
Alabama  juries  will  limit  what  comes  out. 

These  legal  technicalities  aren't  current  law. 
Indeed,  an  unfortunate  footnote  in  the  BMW 
majority  opinion  points  the  other  way.  But 
such  a  rule  could  evolve  quite  reasonably 
under  the  clauses  of  the  Constitution  that 
require  states  to  give  full  respect  to  each 
other's  laws.  The  one  perfectly  clear  fact  to 
emerge  from  the  BMW  case  is  that  Alabama 
juries  don't. 
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demicians  and  government  officials  from  Japan  and  fhe 
U.S. —  meeting  only  blocks  from  our  nation's  birthplace  in 
Philadelphia,  Pa. —  engaged  in  a  dialogue  to  better  understand 
cross-border  corporate  alliances,  or  what  Peter  Drucker  called 
"the  strongest  integrating  force  of  the  world  economy." 

"The  Strategic  Dimension  of  U.S. -Japan  Corporate  Alliances" 
was  a  two-day  conference  organized  by  the  U.S.  Department  of 
Commerce  Commercial  Service,  Greater  Philadelphia  First  (GPF) 
and  Japan  External  Trade  Organization  (JETRO),  and  sponsored 
by  Forbes  magazine  and  Nihon  Keizai  Shimbun.  The  conference 
evaluated  the  status  of  U.S. -Japan  corporate  alliances  in  eight 
key  industries  as  high-tech  as  semiconductors  and  as  basic  as 
power  generation.  Academics  from  premier  U.S.  institutions 
built  the  framework  for  discussion,  while  leading  executives 
from  Japanese  and  U.S.  corporations  provided  insights  on  how 
to  structure,  manage  and  benefit  from  corporate  alliances  at  a 
time  when  business  is  no  longer  confined  by  national  borders. 

Many  themes  played  out  during  the  meeting.  The  ability  to 
share  risk,  gain  distribution  and  benefit  from  indigenous  man- 
agement talent  surfaced  as  a  compelling  rationale  for  strategic 
alliances,  as  noted  by  panelist  D.  Timothy  Tammany,  Chairman, 
INA  Life  of  Japan  (CIGNA).  One  conclusion  was  universal  at  the 
conference:  As  the  world's  two  leading  economies,  the  U.S.  and 
Japan  hold  vast  responsibilities  in  forging  meaningful  corporate 
alliances  that  can  better  serve  worldwide  markets 
and  raise  prosperity  levels  on  a  global  basis. 
What  follows  are  highlights  from  the  confer- 
ence, including  commentaries  by  key  par- 
ticipants and  a  recap  of  the  panels' 
findings,  that  reinforce  the  importance 
of  the  Japan-U.S.  partnership. 


They  came  in  a  spirit 
of  cooperation  made 

possible  only  by  a 
\  brightening  climate 


in  U.S. -Japanese 


trade  relations.  Executives,  aca- 
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The  Conference  "The  Strategic  Dimension  of 
United  States-Japanese  Corporate  Alliances"  held 
in  Philadelphia,  Pa.,  April  28  to  30  was  a  unique 
example  of  how  close  cooperation  between  coun- 
tries can  be  mutually  beneficial.  Cooperation 
between  the  United  States  and  Japanese 
Governments  (specifically  the  U.S.  Department  of 
Commerce  and  the  Japan  External  Trade 
Organization  [JETRO]),  and  especially  between 
United  States  and  Japanese  business  and  academ- 
ic partners,  can  form  the  backbone  of  a  dialogue 
on  the  role  of  strategic  business  alliances  and 
partnerships  in  advancing  both  countries'  eco- 
nomic growth,  trade,  investment  ties  and  techno- 
logical exchanges. 

This  Conference,  supported  by  more  than  10 
major  U.S.-Japanese  organizations  active  in  our 
bilateral  relations,  was  an  opportunity  to  "build 
bridges"  between  our  two  countries  in  a  way 
favored  by,  and  characteristic  of,  the  late  Secretary 
of  Commerce,  Ron  Brown.  As  Ambassador  Mondale 
noted  in  his  opening  remarks  at  the  Conference: 
The  spirit  behind  the  Conference  is  to  be 
found  in  the  enormous  benefits  that  flow 
from  a  spirit  of  cooperation  and  friendship 
rather  than  a  sterile  and  costly  rivalry . . . 
When  we  partner  and  work  together, 
everyone  benefits  —  the  producers,  and 
the  consumers.  When  we  join  forces  we 
do  much  better  than  we  can  do  separately. 
With  certain  exceptions  the  U.S.  Government 
has  not  taken  an  official  position  on  corporate 
alliances  in  general  nor,  above  all,  on  particular 


corporate  alliances.  The  U.S.  Government  has 
always  strongly  favored  leaving  the  choice  of  cor- 
porate alliances  to  the  business  community,  while 
promoting  as  a  policy  matter  free  and  open  trade 
and  investment  policies.  We  have  been  a  strong 
proponent  of  national  treatment  and  non-discrimi- 
nation, of  keeping  U.S.  markets  open  while  seeking 
greater  fairness  and  openness  in  the  Japanese 
market.  Insofar  as  corporate  alliances  and  part- 
nerships reinforce  both  greater  openness  and 
greater  exchanges  for  mutual  benefit,  they  will 
continue  to  play  a  key  role  in  nurturing  our  com- 
mercial relations  and  affording  our  citizens  as  well 
as  our  companies  greater  economic  prosperity. 

In  his  opening  remarks  at  the  Conference, 
Deputy  Assistant  Secretary  of  Commerce  Dan 
McLaughlin  stated,  "We  believe  that  United  States- 
Japanese  corporate  alliances  can  expand  trade, 
investment  and  technology  flows  bilaterally  and  in 
third  markets,  supporting  our  government's  open 
and  competitive  commercial  policies.  Hence,  cor- 
porate alliances  hold  a  key  to  higher  rates  of 
growth  and  greater  prosperity  in  the  United  States, 
Japan  and  third  countries." 

Ambassador  Mondale  concluded: 
Of  course,  partnering  is  not  easy.  It  is 
complex,  it  is  challenging,  and  unless  both 
sides  are  careful  it  can  fail.  Therefore 
partnerships  must  be  carefully  under- 
stood and  shaped  to  succeed.  This  Con- 
ference will  help  everyone  have  a  better 
idea  of  how  to  make  corporate  alliances 
work  and  work  well. 


Noburu 
Hatakeyama 

President 

Japan  External  Trade 
Organization 


Interdependence  between  the  United  States 
and  Japan  runs  deep,  and  increases  every  day. 
For  instance,  it  is  said  that  at  least  80  percent  of 
the  nearly  six  million  personal  computers  sold  in 
Japan  last  year  carry  microprocessor  units,  or 
MPUs,  made  by  Intel.  However,  almost  all  of  the 
ceramic  packages  used  in  Intel's  MPUs  are 
made  in  Japan.  The  situation  is  similar  for  liquid 
crystal  displays.  A  large  number  of  Japanese 
liquid  crystal  displays  used  in  notebook  comput- 
ers, including  American  models,  carry  integrated 
circuits  supplied  by  Texas  Instruments. 

With  companies  in  the  United  States  and 
Japan  continuing  to  transfer  their  mass  produc- 
tion operations  to  developing  countries,  we  both 
i..r::e  the  identical  challenge  of  trying  to  expand 
our  economies  through  the  development  of  new 


technology  and  new  industries,  a  challenge  that 
can  be  met  with  the  help  of  international  corpo- 
rate alliances  between  our  two  countries. 

Small  businesses,  especially  high-tech  busi- 
nesses, have  a  key  role  to  play  in  this  regard, 
which  is  one  reason  why  our  countries  offer 
them  a  variety  of  support  services.  At  the 
Conference  on  "The  Strategic  Dimension  of 
U.S.-Japan  Corporate  Alliances"  held  in 
Philadelphia  last  April,  I  encouraged  businesses 
from  both  countries  to  take  advantage  of  the 
many  programs  offered  by  the  Japan  External 
Trade  Organization  (JETRO),  a  government-relat- 
ed, nonprofit  organization.  I  take  this  opportu- 
nity to  encourage  readers  to  do  the  same,  ulti- 
mately for  the  establishment  of  new  corporate 
alliances  between  the  United  States  and  Japan. 
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We  live  in  the  dawn  of  a  truly  global  econ- 
omy. Advances  in  information  technology  have 
led  to  a  world  where  data,  products  and  ser- 
vices flow  from  country  to  country  in  new  and 
unpredictable  ways.  While  the  global  economy 
has  enhanced  competition  and  efficiency,  it  has 
also  increased  volatility  and  risk.  As  the  sheer 
volume  of  business  rapidly  increases  and 
dynamic  new  markets  emerge,  we  are  begin- 
ning to  experience  pressure  on  vital  natural 
resources  such  as  food  and  energy.  The  chal- 
lenges and  opportunities  for  business  have 
never  been  greater  or  more  complex. 

Together,  America  and  Japan  represent  40% 
of  the  world's  GNP.  I  firmly  believe  that  corpo- 
rate alliances  between  our  two  countries  can 
and  should  play  a  leading  role  in  reshaping  the 
way  business  is  conducted  in  the  21st  century. 

Given  the  trend  toward  larger  and  riskier 
projects,  especially  in  Asia  and  Latin  America, 
we  need  to  leverage  our  mutual  strengths. 
There  are  innumerable  opportunities  for 
profitable  cooperation  in  third  countries, 


especially  in  large-scale  infrastructure  and 
power  projects.  A  prime  example  is  Mitsubishi 
Corporation's  joint  venture  with  Du  Pont, 
Chemtex,  Suzhou  Chemical  Fibre  Plant  and  the 
IFC  in  China.  Here  the  combination  of  Du  Pont 
technology,  Chemtex  engineering  and  Mitsubishi 
Corporation's  marketing  and  distribution,  with 
the  financial  support  of  the  IFC,  suggests  an 
excellent  model  for  U.S.-Japan  cooperation  in 
emerging  markets. 

In  some  cases  risk  is  simply  too  large  for 
the  private  sector  to  handle,  particularly  in 
developing  countries.  One  solution  is  to  form 
joint  projects  with  the  public  sector,  which  can 
support  and  complement  private  sector  efforts. 
There  is  a  world  of  opportunity  for  companies 
that  combine  technical  skill  and  entrepreneurial 
drive  with  the  required  financial  and  human 
resources.  American  and  Japanese  companies, 
with  their  strong  record  of  interdependence  and 
dynamism,  are  well-positioned  to  take  advan- 
tage of  these  opportunities  while  successfully 
managing  their  risks. 


Donald  V.  Fites 


Chairman  and  CEO, 
Caterpillar  Inc. 

Chairman, 
U.S.-Japan 
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As  chairman  of  the  U.S.-Japan  Business 
Council,  I'm  pleased  that  we  could  join  our 
counterpart  group,  the  Japan-U.S.  Business 
Council,  and  its  vice  chairman,  Makihara-san, 
as  supporters  of  the  Conference,  "The  Strategic 
Dimension  of  U.S.-Japanese  Corporate 
Alliances."  Our  two  organizations  collaborate 
to  improve  business  relations  between  the 
U.S.  and  Japan  and  count  as  members  many 
of  the  companies  whose  experiences  were 
highlighted  in  this  conference. 

My  personal  experience  is  that  corporate 
alliances  can  be  mutually  beneficial  and  long- 
lasting  so  long  as  both  parties  have  a  strong 
commitment  to  making  the  venture  succeed, 
as  evidenced  by  Caterpillar's  joint  venture  in 
Japan  with  Mitsubishi  Heavy  Industries  over 
the  last  33  years. 

To  be  sure,  strategic  alliances  are  not  for 
every  company.  There  are  many  reasons  for 
making  this  commitment,  ranging  from  cost  and 
risk-sharing  to  improving  a  core  function  such 
as  manufacturing.  While  the  motivations  may 
vary  by  industry,  the  essential  elements  of  suc- 


cess do  not.  Partners  must  set  clear,  realistic 
targets  and  objectives.  And  the  relationship 
must  be  balanced  in  terms  of  contributions 
made  and  benefits  distributed.  Open  communi- 
cation channels  and  flexibility  are  critical. 
Perhaps  most  importantly,  there  must  be 
unswerving  trust  and  respect  between  alliance 
partners.  All  of  these  have  been  evident  in 
Shin  Caterpillar  Mitsubishi,  as  well  as 
numerous  other  U.S.-Japanese  alliances. 

I  encourage  my  U.S.  and  Japanese  col- 
leagues to  be  open  to  this  type  of  activity. 
Such  business  cooperation  not  only  benefits 
U.S.  and  Japanese  companies,  but  also  has  a 
positive  impact  on  our  countries'  long-term 
bilateral  economic  relationship. 

In  closing,  let  me  commend  the 
organizers  of  the  conference  as  well  as 
the  participants — particularly  my  friends 
Makihara-san,  Peter  Benoliel,  chairman  of 
Quaker  Chemical  Company,  and  D.  Timothy 
Tammany,  chairman  of  INA  Life  of  Japan — 
for  their  contributions  to  this  important 
discussion. 
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Increasing  productivity 
throughout  your  organization  and 
empowering  the  individual  worker  is  a 
critical  key  for  succeeding  in  business  today 
NEC  integrates  computers  and  telephones  to 
deliver  this  powerful  formula.  Through  our  FUSION 
Integrated  Communications  Strategy,  we  liberate  you  and 
your  business  to  adapt  to  changing  markets  —  and  to  Jeize 
profitable  business  opportunities. 

FUSION  empowers  the  information  worker  with  breakthrough 
productivity.  In  fact,  the  FUSION  Integrated  Environment  delivers 
multiple  media  technology  and  software  application  solutions 
,  across  the  organization.  Enabling  individuals,  departments  and 
strategic  work  groups  to  increase  revenue,  slash  costs, 
enhance  delivery  and  improve  service.  Voice,  data,  text, 
video  and  imaging  —  multiple  media  for  multiple  results. 
Break  through  to  the  FUSION  Integrated  Environment. 
To  find  out  more  about  the  FUSION  Integrated  Communications 
Strategy,  contact  your  local  NEC  dealer,  call  us  at  1-800-TEAM-NEC 
or  visit  our  website  at:  http://www.nec.com 


Linking  people  with  information  through  integrated  technology. 
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Telecommunications  and  Multimedia 

In  telecommunications  and  multime- 
dia, there  is  reason  to  believe  that  the 
number  of  U.S. -Japan  strategic  alliances 
will  increase  in  the  near  future  as  a 
means  of  tapping  emerging  opportuni- 
ties in  Japanese  and  Asian  markets.  A 
competitive  American  market,  rife  with 
product  and  technological  innovation, 
provides  "U.S.  firms  underlying  compet- 
itive potential  in  broad  areas  of  the 
Japanese  telecommunications  market," 
noted  Kent  E.  CaJder,  Associate 
Professor  of  Politics  and  International 
Affairs,  Woodrow  Wilson  School, 
Princeton  University.  "Yet  complemen- 
tary Japanese  strengths  in  distribution, 
applications,  local  government-business 
relations  and  potentially  attractive  third 
markets  in  Asia  nevertheless  create  a 
rationale  for  U.S. -Japan  alliances  in 
important  market  segments." 

The  greatest  impediment  to  these 
alliances  is  the  continued  need  for  dereg- 
ulation of  Japanese  telecommunications 
markets,  with  recent  progress  being 
made  on  selective  fronts.  "Many  in 
Japan  have  agreed  that  competition 
among  Japan's  telecommunications  oper- 
ators must  be  promoted  to  provide  more 


E  N  C  E     600,000  subscribers  in  March 

1996,  the  venture  has  grown 
threefold,  with  penetration  in  test  mar- 
kets increasing  8%  to  28%  and  con- 
struction costs  falling  by  half.  "The 
alliance's  success  came  only  after  TCI 
and  Sumitomo  worked  together  on  a 
number  of  smaller  projects,"  said 
Miranda  Curtis,  Senior  Vice  President  of 
TCI.  "These  smaller  projects  allowed 
management  to  build  comfort  levels 
inside  both  companies  and  test  the 
value  of  the  relationship." 

Semiconductors 

In  the  semiconductor  industry, 
Kenneth  Flamm,  Senior  Fellow  in 
Foreign  Policy  Studies,  The  Brookings 
Institution,  identified  five  major  factors 
motivating  strategic  alliances.  Cost  and 
risk-sharing  of  R&D  and  manufacturing 
investments  led  the  list,  followed  by 
market  and  technology  access,  the  drive 
to  broaden  product  portfolios  and  the 
need  to  popularize  new  industry  techni- 
cal standards. 

Access  to  manufacturing  technology 
and  a  desire  to  meet  customers'  needs 
for  memory  products  fueled  the  1987 
strategic  alliance  between  Motorola  and 
Toshiba.  The  formation  of  Tohoku 
Semiconductor  has  evolved  into  a  suc- 


saved  the  alliance. 

Such  flexibility  is  often  a  function  of 
trust,  a  key  element  of  alliance  success, 
said  Takeshi  Nakagawa,  Chairman  and 
CEO,  Toshiba  America  Electronic 
Components,  Inc.  "When  trust  and 
strong  relationships  exist  among  the  top 
management  of  each  partner,  then 
alliances  can  often  withstand  inevitable 
stresses  and  conflict." 

Pointing  to  a  successful  alliance 
between  Toshiba  and  IBM  called  Triad, 
Nakagawa  identified  trust  at  a  high  level 
of  senior  management  as  key  to  its  long- 
term  success.  Technology  transfer  played 
an  equally  important  role,  with  each 
company  bringing  its  own  complemen- 
tary talent  to  the  relationship  in  the 
form  of  top  engineers  who  worked  in  a 
single  location,  thus  allowing  for  a 
"cooperation  of  minds,"  said  Nakagawa. 

Power  Generation 

The  power-plant  construction  indus- 
try faces  enormous  opportunities — and 
challenges — over  the  next  ten  years  that 
make  an  increasing  number  of  Japanese- 
American  corporate  alliances  likely, 
according  to  the  Conference's  Power 
Generation  Panel. 

The  market  is  growing  swiftly — the 
vibrant  emerging  markets  alone  will 


Flexibility  is  often  a  function  of  trust, 

a  key  element  of  alliance  success. 


reasonable  prices  and  better  service  to 
users  of  telecommunications  services," 
said  Shinji  Matsumoto,  Vice  President 
and  Executive  Director,  Multimedia 
Systems  Department,  Nippon  Telegraph 
and  Telephone  Corp.  (NTT).  NTT  has 
actively  begun  to  promote  lowering  tar- 
iffs and  opening  networks,  said 
Matsumoto. 

One  successful  strategic  alliance  high- 
lighted during  the  conference  was 
Jupiter,  a  multiple  system  cable  operator 
owned  jointly  by  Tele-Communications 
International,  Inc.  (TCI)  and 
Sumitomo.  Since  the  initial  transfer  of 


cessful  partnership,  according  to  Thomas 
D.  George,  Executive  Vice  President, 
Motorola,  and  President,  Motorola 
Semiconductor  Products  Sector.  "But 
there  were  some  very  difficult  times 
and  difficult  issues  that  could  have 
ended  the  relationship,  if  not  for  the 
mutual  exercise  of  integrity,  flexibility 
and  commitment." 

One  threat  was  averted  early  in  the 
alliance  when  Motorola  realized  benefits 
greater  than  Toshiba,  which  had  the  dif- 
ficult assignment  of  marketing  a  U.S.- 
based  processor  architecture  in  Japan. 
Cash  payments  evened  the  deal  and 


spend  $75  billion  annually  on  plants 
through  2006,  the  World  Bank  forecasts. 
But  the  risks  are  large,  too.  C.  George 
Butterfield,  Director,  Global  Sourcing 
and  Quality,  Westinghouse  Electric 
Corp.,  outlined  the  following  as  notable: 

•  More  market  players  are  entering 
the  game 

•  There  are  strong  pressures  to  lower 
rates  and  cut  costs 

•  There  is  more  capacity  than  demand 

•  Power-equipment  prices  are  falling 

•  Environmental-related  demands  and 
costs  are  rising. 
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TOSHIBA  TECHNOLOGY  SETS 
THE  STANDARD. 


Innovation.  At  Toshiba,  it's  the  word  we 
live  by.  It's  also  how  we've  approached  multi- 
media technology  from  the  beginning.  This 
view  has  enabled  us  to  create  a  range  of 
exciting  products  that  once  existed  only  in 
the  imagination.  We're  proud  to  have  started 
a  revolution  that  will  help  bring  Hollywood 
and  Silicon  Valley  together.  But  it's  only  just 
begun.  Get  ready  for  the  ride  of  your  life. 


Since  the  first  silent  celluloid  hero  rode 
a  flickering  beam  of  light  through  a  dark- 
ened theater,  the  medium  has  been 
evolving  to  this.  At  about  7  times  the  capacity 
of  a  CD,  DVD's  4.7  gigabytes  deliver 
feature-length  films  in  unbelievable  digital 
clarity.  Dolby®  Digital  (5.1)  surround 
sound.  A  choice  of  8  language  options 
and  32  subtitles.  Three  aspect  ratios. 
Parental  lockout.  Random  search.  And  no 
rewinding.  Fasten  your  seat  belt.  The 
show's  about  to  start.  Call  1.800.631.3811. 
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Moreover,  power-generation  projects 
are  "too  big  to  do  all  by  yourself  and 
certainly  too  risky  to  have  everything 
riding  on  one  project,"  explained 
Michael  J.  Smitka,  Associate  Professor  of 
Economics,  Washington  and  Lee 
University.  Other  trends  further  compli- 
cate the  landscape.  Utilities  are  rapidly 
evolving  from  heavily  regulated,  central- 
ized, government-owned  organizations 
to  more  regionalized,  independent  sup- 
pliers, especially  in  Asia,  noted 
Butterfield.  "This  is  an  atmosphere  very 
conducive  to  global  alliances,"  he  added. 

One  project  seems  to  encapsulate 
these  trends,  said  Goro  Watanabe, 
Senior  Executive  Managing  Director, 
Mitsui  &  Co.  That  is  the  $2.5  billion 
coal-fired  Paiton  Project  in  Java,  orga- 
nized by  a  Japanese/ American/Indo- 
nesian consortium  including  Mitsui, 
Edison  Mission  Energy,  GE  Capital 
Corporation  and  PT  Batu  Hitam 
Perkasa.  It  is  the  largest  project  financing 
ever  completed  for  private  power  in 
Asian  history — Paiton  tapped  47  inter- 
national banks  plus  government  funding 
agencies,  Watanabe  noted.  The  alliance 
works  because  the  project  offered  many 
concrete  benefits  to  Indonesia's  fast- 
growing  economy,  said  Watanabe, 
and  the  partners'  strengths  comple- 


U.S.  companies  to  grow  in  the  oil  and 
petrochemical  industries  over  the  next 
few  years  irt  a  scramble  to  tap  swiftly 
growing  Asian  markets,  even  as  coopera- 
tive efforts  wane  in  Japan  itself.  That 
was  one  of  the  central  messages  delivered 
by  the  Oil  and  Petrochemical  Panel  at 
the  Conference. 

Asia  already  consumes  some  30%  of 
world  supplies  for  these  products,  a 
number  that  will  rise  to  50%  over  the 
next  20  to  25  years,  making  it  the  center 
of  industry  attention,  said  Susumu 
Yoshida,  President  of  Sumitomo 
Chemical  America,  Inc. 

The  capital-intensive  nature  of  the  oil 
and  petrochemical  industries,  plus  a  ten- 
dency toward  boom-bust  cycles,  makes 
partnering  an  intelligent  way  to  share 
the  business  risks  in  these  markets,  said 
Toshiaki  Taga,  Director,  U.S. -Japan 
Institute.  U.S. -Japanese  alliances  in  this 
field  make  sense  because  U.S.  companies 
have  always  had  the  leading  technology, 
he  added,  and  Japanese  companies  offer 
a  number  of  valuable  skills,  including 
the  following: 

•  The  ability  to  supply  capital  quickly 

•  Networking  expertise  on  a  local  basis 

•  Distribution  know-how  based  on 
consumer  and  market  knowledge 


American  corporations  to  shrink  in 
Japan  itself,  the  Panel  noted.  For  one 
thing,  markets  for  oil  and  petrochemi- 
cals will  grow  slowly  in  Japan's  maturing 
economy  in  coming  years.  For  another, 
rising  competitive  pressures  brought  on 
by  market  liberalization  are  driving 
down  Japanese  prices  at  home  and  slic- 
ing profits.  Gasoline  prices,  for  example 
plummeted  40%  when  the  market  was 
thrown  open  to  real  competition. 
Together  these  factors  will  reduce  incen- 
tives for  U.S.  corporations  to  pursue  the 
Japanese  oil  and  petrochemical  markets. 

"As  for  the  future  of  our  joint  ventur 
in  Japan,  it's  questionable,"  said  Peter  A 
Benoliel,  Chairman,  Committee  for 
Economic  Development,  Sub- 
Committee  on  U.S. -Japan  Relations, 
and  Chairman,  Quaker  Chemical.  "It's 
solid  company,  and  we  enjoy  good  rela- 
tionships with  our  partner.  But  currentl 
we're  stagnant." 

Aerospace 

Watch  for  the  strong  strategic 
alliances  between  Japanese  and  America 
companies  in  the  commercial  airline 
industry  to  continue  in  the  years  ahead. 
But  efforts  by  Japanese  companies  to 
create  their  own  airliners,  along  with  thi 
increasing  globalization  of  production 


In  any  successful  strategic  alliance,  each  partner  musl 
have  something  to  bring  to  the  party. 


mented  each  other. 

Technical  partners  benefit  through 
shared  technology  development  and 
resources,  reduced  capital  investment 
and  broader  access  to  financing, 
Butterfield  noted.  Watanabe  added  that 
"Mitsui  has  accumulated  a  certain 
amount  of  cultural  and  area  expertise  in 
the  host  country,  while  our  U.S.  part- 
ners provided  the  technical  expertise 
with  respect  to  private  power." 

Oil  and  Petrochemical 

Expect  linkages  between  Japanese  and 


•  The  ability  to  execute  normally  dif- 
ficult sales  agreements  by  helping  to 
arrange  separate,  parallel  business 
deals  through  regional  contacts. 
In  any  successful  strategic  alliance, 
each  partner  must  have  something  to 
bring  to  the  party,  said  James  Cobb, 
Vice  President,  Governmental  &  Public 
Affairs,  ARCO  Chemical  Co.  American 
and  Japanese  companies  continue  to  be 
a  good  fit. 

Despite  growing  cooperation  in 
emerging  Asian  markets,  watch  for 
strategic  alliances  between  Japanese  and 


and  marketing,  will  alter  the  nature  of 
these  relationships.  That  was  a  central 
message  delivered  by  the  Aerospace 
Panel  at  the  Conference. 

The  Boeing  Corp.'s  ties  to  Japanese 
corporations  are  the  best  example  of 
such  cooperative  efforts.  The  bonds  link 
ing  Boeing  and  Japanese  companies 
today  are  very  strong,  though  not  for- 
mally signed  alliances,  explained  Joseph 
O.  Masterson,  Director,  Government 
and  International  Affairs,  Boeing 
Commercial  Airplane  Group. 
Nevertheless,  Mitsubishi,  Kawasaki  and 


There  are  Sakura  branches 
extending  throughout  the  world 

Sakura  Bank  was  formed  through  a  merger  of  the  Mitsui  and  Taiyo  Kobe  banks.  Today,  it  is  like  a  thriving 
sakura,  or  Japanese  cherry  tree,  with  deep  roots  in  its  native  soil  and  branches  reaching  out  in  every 
direction  to  create  a  network  of  more  than  100  offices  in  30  countries. 

•  In  the  Americas,  we  were  the  first  Japanese  bank  to  offer  investment  banking  services.  Our  strong  U.S. 
presence  is  buttressed  by  offices  in  Canada,  Mexico,  Brazil,  Colombia  and  other  markets. 

•  In  Europe  and  the  Middle  East,  we  serve  a  growing  clientele  in  nine  countries  from  the  U.K.  to  Turkey. 

•  And  we  are  one  of  the  world's  best-positioned  banks  to  support  international  investors  in  Asia,  including 
China  and  Vietnam. 
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Fuji  Heavy  Industries  are  involved  in  all 
of  Boeings  new  development  programs, 
said  Masterson. 

Japan  contributes  significant  design 
and  production  elements  to  Boeing's 
efforts  and  is  also  a  major  buyer  of 
Boeing  and  other  manufacturers'  prod- 
ucts, Masterson  noted,  citing  Japan 
Airlines  as  the  largest  Boeing  747 
operator  in  the  world,  with  84  planes. 
"Japan  to  date  has  purchased  more  than 
$30  billion  in  jet  transport  airplanes 
and  will  purchase  more  than  $60 
billion  in  the  next  20  years,"  he  added. 

Getting  Japan  involved  in  production 
has  helped  secure  those  sales.  Reflecting 
on  the  symbiotic  relationship,  Toshiaki 
Taga,  Director  of  the  U.S. -Japan 
Institute,  said:  "If  by  working  with 
Mitsubishi,  Kawasaki  and  Fuji  Heavy 
Industries,  you  are  most  likely  to  land 
big  orders  from  JAL  and  ANA,  then  giv- 
ing up  a  fraction  of  jobs  is  a  small  price 
to  pay." 

Similar  considerations  are  pushing 
the  industry  toward  more  international 
coalitions.  The  U.S.,  with  the  world's 
largest  market,  will  be  at  the  center 
of  the  action,  but  Japan  will  graduate 
from  playing  a  key  supporting  role  to 
making  some  planes  of  its  own.  This 
will  likely  be  done  with  some  level  of 


Automotive 

Strategic  alliances  between  U.S.  and 
Japanese  firms  form  an  important  com- 
ponent of  the  highly  globalized  automo- 
bile industry  today,  members  of  the  con- 
ference's Automotive  Panel  explained.  As 
carmakers  increasingly  outsource  parts 
production,  however,  look  for  some  of 
the  best  opportunities  to  form  profitable 
long-term  alliances  to  arise  between 
assembly  companies  and  their  suppliers. 

At  the  top  of  the  chain — the  vehicle 
assembly  level — the  outlook  is  different, 
and  some  alliances  have  disconnected  or 
stalled  after  initial  successes,  said 
Michael  J.  Smitka,  Associate  Professor  of 
Economics,  Washington  and  Lee 
University.  It  now  appears  that  for  this 
group,  a  shorter-term,  tactical  joining  of 
forces  offers  the  best  chance  for  success. 

"My  sense  is  that  the  more  narrowly 
defined  the  venture,  the  greater  the 
chance  for  success,"  said  Smitka  regard- 
ing the  auto  industry.  "Those  [alliances] 
intended  to  run  one  factory  for  a  speci- 
fied period  of  time,  or  to  share  one 
product,  may  work."  The  more  success- 
ful alliances  between  assemblers  are  cre- 
ated "to  fill  one  or  another  hole  in  the 
product  lineup,"  Smitka  added,  such  as 
the  link-up  between  Ford  and  Nissan  to 
build  a  minivan.  "Predictably,  these 


barriers  to  entry  make  it  difficult  for  a 
lone  manufacturer  to  achieve  profitable 
economies  of  scale. 

Jeffrey  Bobeck,  of  the  American 
Automobile  Manufacturers  Assoc.,  said 
that  recent  market-opening  agreements 
with  Japan  in  the  auto  sector  would  lead 
to  increasing  long-term  cooperation 
between  American  and  Japanese  assem- 
blers on  the  one  hand,  and  the  parts  and 
aftermarket  companies  on  the  other. 

Computers 

The  computer  industry  has  all  the 
underpinnings  required  to  encourage 
strategic  alliances  among  the  major  play- 
ers, members  of  the  conference's 
Computer  Panel  agreed.  And  the  faster 
this  industry  changes,  the  more  opportu 
nities  arise. 

Shunji  Tashiro,  President,  NEC 
System  Laboratories  USA,  cited  the  fol- 
lowing business  risks  as  helping  to  push 
the  industry  toward  collaborations,  even 
at  the  highest  levels: 

•  The  market  changes  fast 

•  There  is  no  time  for  test-marketing 

•  No  one  company  can  afford  to  devel- 
op large  projects  alone 

•  No  one  can  be  good  at  everything. 
Kenneth  Flamm,  Senior  Fellow  in 

Foreign  Policy  Studies,  The  Brookings 


Pooling  resources  can  help  two  large  players 

to  build  a  niche  business. 


cooperation  with  Boeing  and  other 
aerospace  firms  from  Europe  and  Latin 
America,  creating  new  opportunities 
for  suppliers  worldwide. 

International  coalitions  will  be 
increasingly  important  for  the  aviation- 
engine  industry,  according  to  a  paper 
delivered  on  behalf  of  Tohru  Ishikawa, 
Managing  Director  and  President,  Aero- 
Engine  and  Space  Operations,  IHI  CO., 
LTD.,  by  Yasushi  Tanaka,  General 
Manager,  International  Operations 
Administration,  IHI  CO. 


appear  where  markets  are  most  rapidly 
changing — subcompacts  after  the  1973 
and  1979  oil  crises,  minivans  and  sport 
utility  vehicles." 

Toshiaki  Taguchi,  Member  of  the 
Board,  Toyota  Motor  Corporation, 
agreed  that  pooling  resources  can  help 
two  large  players  to  build  a  niche  busi- 
ness. He  also  noted,  and  Smitka  agreed, 
that  some  of  the  most  fertile  ground  for 
cooperation  among  assemblers  is  in  the 
emerging  markets  of  Southeast  Asia  and 
Latin  America,  where  small  markets  and 


Institution,  added  that,  "the  most 
important  single  motivation,  I  would 
argue  today,  for  the  continuing  growth 
in  alliances  is  companies  getting  togethe 
and  forming  alliances  around  particular 
standards." 

Whether  it's  a  chip,  an  operating  sys- 
tem or  open  versus  closed  architecture, 
players  tend  to  line  up  on  either  side  of 
an  issue  and  form  teams.  As  a  result, 
both  U.S.  and  Japanese  companies  will 
find  a  particularly  open  attitude  toward 
alliances  in  the  computer  industry. 


Cavaliers  like  this, 
built  in  Ohio  by  General  Motors,  are  currently  being  sold 
through  Toyota  outlets  in  Japan 


AT  TOYOTA,  we're  committed  to 
meeting  the  challenges  of  operating 
in  the  growing,  global  marketplace. 
Today,  our  Avalons,  Camrys  and 
Corollas,  built  here  in  the  U.S.,  are 
being  exported  to  countries  all 
around  the  world.  In  Japan,  Toyota 
outlets  are  not  just  selling  U.S.-built 
Toyotas,  but  European-built  Audis 
and  Volkswagens,  and  even  Cavaliers 
made  by  GM  in  Ohio.  More  than 
4,000  Toyota  outlets  in  Japan  now 
sell  at  least  one  of  these  imported 
models.  And  this  year,  sales  of  over- 
seas-built vehicles  in  Toyota's  Japan 
outlets  are  projected  to  increase  by 
34%  versus  1995.  Toyota  believes 
that  a  quality  product,  well  support- 
ed, can  succeed  in  any  marketplace. 
That's  why  we're  increasing  our  com- 
mitment to  global  business  -  and 
introducing  our  customers  to  a 
whole  wor  Id  of  choice.  TOYOTA 


For  more  information  about  Toyota's  global  business  write  to  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-U2,  New  York,  NY  10019 
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Iliances  can  provide  access  to 
leeded  R&D  dollars  and  initiatives. 


Strat 


That  is  not  to  say  that  the  alliances 
necessarily  last  very  long  in  this  fast- 
moving  market — the  average  duration  of 
such  pacts  is  just  seven  years.  Some  last 
longer.  Scott  Kelly,  Vice  President  for 
Business  Development,  Sun 
Microsystems,  whose  company  has 
worked  closely  with  Japan's  Fujitsu  for 
14  years,  outlined  the  following  traits 
as  key  to  a  successful  long-term 
relationship: 

•  The  two  companies  must  have  bal- 
ance when  it  comes  to  the  size  of 
their  respective  contributions  to  the 
project 

•  The  two  companies  should  not  be 
dependent  on  each  other,  and 
should  be  competitors  at  some  level 

•  There  should  open  and  clear 
communication. 

The  relationship  cannot  be  static — 
it  should  not,  for  example,  continually 
focus  on  a  single  project.  Instead,  both 
sides  should  work  constantly  to  discover 
new  areas  of  cooperation  as  the  industry 
evolves. 

Pharmaceuticals  and 
Medical  Equipment 

In  the  pharmaceuticals  and  medical 
equipment  industries,  a  number  of  fac- 
tors are  providing  the  strategic  logic 
behind  U.S. -Japan  corporate  alliances. 
For  American  companies  eyeing  Japanese 
markets,  a  rapidly  aging  Japanese  popula- 
tion provides  ample  opportunities  in  the 
world's  second-largest  pharmaceutical 
marker,  behind  only  the  U.S. 

On  the  other  side  of  the  equation, 
escalating  R&D  costs  are  at  the  heart  of 
the  strategic  alliance  rationale  for  Japan.  As 
Princeton  University's  Kent  Calder  noted 
at  the  conference:  "Compared  to  the 
1980s,  the  cost  of  developing  a  new  drug 
is  about  four  times  the  level  of  a  decade 
ago.  The  problem  is  especially  keen  for 
Japanese  pharmaceutical  firms  because  of 
their  relative  undercapitalization  on  a  com- 
paratively international  basis." 


This  shortage  places  Japanese  firms  in 
the  constant  state  of  "playing  catchup" 
in  the  international  arena,  said  Kazuo 
Komuro,  Vice  President  for  Industry 
Liaison,  Yamanouchi  USA.  In  fact,  of 
the  97  important  new  drugs  introduced 
between  1970  and  1992,  47  came  from 
U.S.  manufacturers  and  only  five  came 
from  Japanese  firms.  Strategic  alliances 
can  provide  access  to  much  needed 
R&D  dollars  and  initiatives.  "The  chal- 
lenge is  overcoming  cultural  and  man- 
agement obstacles  that  are  often  substan- 
tial in  establishing  alliances  between 
transnational  partners,"  said  Komuro. 

GE  Medical  Systems  Asia  met  that 
challenge  in  1982  when  it  formed  a 


joint  venture  with  Yokogawa  Electric 
Corporation  to  penetrate  the  Japanese 
diagnostic  imaging  market.  GE  Medical 
Systems  Asia  contributed  technology,  th 
GE  brand  name,  international  distribu- 
tion and  GE  management  practices. 
Yokogawa  contributed  a  strong  sales 
organization  as  well  as  excellent  cus- 
tomer and  government  relations. 

"In  short,  the  strategic  alliance  pro- 
vided GE  Medical  Systems  Asia  a  quick 
insider's  status  to  the  Japanese  market," 
said  Goran  S.  Malm,  President  and 
CEO,  GE  Medical  Systems  Asia.  The 
result  is  that  today  GE  Yokogawa 
Medical  Systems  is  the  number  two 
player  in  the  Japanese  market,  with 
annual  sales  of  about  $1  billion,  and 
GE  Yokogawa  Medical  Systems  now 
serves  as  a  hub  for  Asian  expansion 
of  the  alliance.  ■ 


ENSION  OF  U.S.-  JAPAN  CORPORATE  ALLIANCES 
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Sponsors: 
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Keeping  the 
Fires  Burning 

The  fires  for  Japan's  modernization  were  lit 
in  northern  Kyushu  in  1901....  and  those  fires 
will  soon  stoke  the  foundries  of  tomorrow 
creating  the  cities  of  a  new  era. 


1901 


The  beginnings  of  modern  industrial 
Japan.  The  fires  were  first  stoked  in  the 
blast  furnaces  of  the  state-operated  Nippon 
Steel  Corporation  (originally  christened 
Yawata  Steel  Works)  in  northern  Kyushu's 

Yahata  Higashida  District  these  fires  lead 

the  way,  fostering  new  industries  in  Japan. 


2001 


With  an  eye  on  the  growing  Asian 
market,  Yahata  Higashida  will  be  reborn  as 
an  international  technology  city  for  a  new 
era.  In  the  area  that  served  as  the  cradle  for 
Nippon  Steel,  a  "Prototype  City"  for  an 
affluent  21st  century  will  be  created, 
integrating  industry,  culture  and  life. 


Leading  the  way  is  Space 
World,  the  world's  first 
space  experience  theme 
park,  which  opened  in 
1990  in  Higashida.  Each 
year  upwards  of  two  mil- 
lion people  revel  in  the 
thrills  and  excitement  of 
all  things  space. 


C  SPACE  WORLD 


Contact  Point:  YAHATA  HIGASHIDA  2001  PROJECT  OFFICE 

580-1,  Edamitsu,  Yahata-Higashi-ku,  Kitakyushu-City, 
805,  Japan. 


Tel.:  +  (81)93-672-2040    Fax.:  +  (81)93-672-2044 

E-mail:  yh2001  (g  kix.or.jp 

URL:  http:  www.kix.or.jp/higashida2001 


NIPPON  STEEL 


You  can  perceive  East  Asia's 
growing  economic  power  as  a  threat 
to  the  U.S.  or  as  an  opportunity. 
There  is  every  reason  to  expect 
be  a  boon,  not  a  bane. 


By  Andrew  Tanzer 


In  this,  Forbes'  tenth  annual  roster 
of  the  world's  wealthiest 
business  families,  there  appear 
a  record  number  of  Asians — 123. 
Of  these,  82  are 
n  on  -fa pa  n  esc.  Five  yea  rs  ajjo 
we  counted  only  27  non-Japanese 
Asian  billionaires.  Ton  can  see 
from  this  figure  the  direction 
in  which  wealth  is  moving. 
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You  can  almost  SMhl.l  the  monev. 
In  Shanghai,  Bangkok,  Kuala  Lum- 
pur or  just  about  any  East  Asian  com- 
mercial center  outside  Japan  these 
days.  Traffic  snarled,  construction 
booming,  glitzv  shopping  malls 
showing  the  latest  Hollywood  mov- 
ies. "The  feeling  I  have  when  I  travel 
to  the  cities  of  Asia  now  is  what  people 
must  have  felt  when  thev  went  to  New- 


York  100  years  ago,11  says  Kenneth 
Courtis,  Tokyo-based  senior  econo- 
mist of  Deutsche  Bank  Capital  Mar- 
kets (Asia).  "The  energy  pulls  you  in 
like  a  conveyor  belt.  There's  a  sense 
thai  anything  is  possible.11 

These  formerly  traditional  societies, 
stagnant  for  centuries,  are  exploding 
into  the  modern  capitalist  world  and 
spawning  vast  new  middle  classes  with  a 
taste  for  consumer  goods  and  the 
means  to  indulge  that  taste.  Healthy 
economies  generate  great  wealth,  and 
Asia  is  churning  out  billionaires  as 
though  on  a  conveyor  belt. 

In  old  Europe,  there's  lots  of  old 
money.  But  in  today's  Asia,  most  of 
the  fortunes  are  brand  new.  The  at- 
mosphere across  Asia  is  one  in  which 
people  are  more  involved  in  making 
fortunes  grow-  than  in  preserving 
them.  And  making  them  grow  is  easy 
to  do  ifyou  are  in  the  right  place  at  the 
right  time  with  the  right  products. 
Most  Hast  Asian  nations  have  no  capi- 
tal gam  tax  and  no  inheritance  tax. 
These  societies  are  not  yet  overly  con- 
cerned with  the  distribution  of 
wealth.  Creating  it  is  everything.  "Ev- 
erybody in  Asia  has  bought  into  the 
fact  that  the  pie  is  growing  and  that 
you  have  to  get  on  the  train,11  savs 
("hin  Han  Wah,  managing  director  of 
Morgan  Stanley  Asset  Management 
Singapore. 

For  the  past  500  years,  the  locus  of 
power,  the  center  of  gravity  in  the 
world  economy,  has  been  in  the  West. 
In  the  1 6th  and  1 7th  centuries  the 
center  moved  from  the  Mediterra- 
nean to  northern  Europe,  then 
crossed  the  Atlantic  to  America.  The 
20th  century  turned  out  to  be,  as 
Time  Inc.  eofounder  Henry  Luce  put 
it  in  1 94 1 ,  "The  American  Century." 
Based  on  present  trends  and  policies, 
the  2  1st  century  could  be  the  Asian 
century,  or  at  least  the  Pacific  century. 

This  is  not  to  say  that  the  U.S.  w  ill 
necessarily  go  into  decline.  Provided 
w  e  pursue  reasonably  intelligent  eco- 
nomic and  social  policies,  our  melting 
pot  society,  our  economic  and  tech 
nological  vigor,  will  keep  this  nation 
rich  and  powerful.  But,  increasingly, 
we  w  ill  have  to  accept  the  countries  of 
the  Pacific  Rim,  with  then-  vast  popu- 

Hong  Kong's  middle-class  affluence 
Moving  toward  economic  dominance. 


lations,  as  partners  in  progress. 

"[Asia]  is  going  to  boom  for  the 
next  20  or  30  years,11  predicts  Lee 
Kuan  Yew,  former  prime  minister  of 
Singapore  and  the  father  of  that  city- 
state's  phenomenal  growth  oyer  the 
past  30  years.  "I  think  the  economic 
locus  is  going  to  shift  because  of  the 
numbers  [of  people].  It's  an  enor- 
mous transformation  of  the  world." 
He  predicts  East  Asia,  adjusted  for 
purchasing  power,  could  account  for 
half  of  the  world's  economy  in  20 
years,  up  from  about  25%  today. 

Let's  look  at  the  numbers.  From 
1980  to  this  year  the  region's  share  of 
world  economic  output  has  increased 
from  17%  to  25%,  and  it  continues  to 
expand.  Its  chunk  of  the  world's  for- 
eign exchange  holdings  has  leaped 
from  10%  to  over  50%  during  the  same 
period.  With  national  sayings  rates 
ranging  from  30%  to  45%,  the  region  is 
already  generating  nearly  as  much  new 
savings  each  year  as  the  U.S.  and  Eu- 
rope combined.  And — lest  we  for- 
get— it  is  sav  ing,  the  creation  of  capi- 
tal, that  generates  economic  grow  th. 

Over  the  past  decade,  annual  ceo 
nomic  grow  th  in  East  Asia  (excluding 
Japan)  has  averaged  8.5%,  four  times 
the  rate  in  the  West,  and  the  World 
Bank  forecasts  8%  annual  compound 
grow  th  during  the  next  decade. 

Compare  this  with  Europe  in  the 
great  period  of  its  economic  growth. 
From  the  dawn  of  the  Industrial  Rev- 
olution in  1780,  it  took  Britain  nearly 
60  years  to  double  per  capita  output; 
in  the  19th  century  it  took  America 
nearly  50  years  to  achieve  the  same.  At 
7%  compounded.  East  Asia  doubles 
per  capita  output  every  decade.  Jim 
Walker,  chief  economist  for  Credit 
Lyonnais  Securities  (Asia)  and  a  keen 
economic  historian,  thinks  we're  still 
at  an  early  stage  of  a  long  economic 
growth  trend  in  F>ast  Asia  outside 
Japan.  "The  story  so  far  has  been 
export-led  growth,  but  internally 
driven  grow  th  w  ill  take  o\  er  as  devel- 
( >pment  extends  into  the  hinterland," 
says  the  Singapore-based  Walker. 
"Asia  is  bound  upon  a  path  that  w  ill 
lift  it  to  world  economic  dominance 
w  ithin  the  next  20  or  30  years." 

Bad  for  America?  Not  necessarily. 
Except  in  the  minds  of  left  liberal 
polemicists  like  Lester  Thurow,  eco- 
nomics is  not  a  zero-sum  game.  "  The 
U.S.  and  Asia  are  complementary," 
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says  Michael  Walton,  the  World  Rank's 
chief  economist  for  East  Asia  and  the 
Pacific.  "The  U.S.,  in  terms  of  its  farm 
sector,  technological  capability  and  ser- 
vice sector  strength,  w  ill  experience  a 
rising  beneficial  integration  with  East 
Asia  that  will  be  a  source  of  growth  for 
both  sides.  Asia  is  growing  8%,  but  the 
market  there  for  the  kinds  of  goods  and 
services  the  U.S.  provides  is  growing  in 
the  teens." 

These  booming  societies  will  create 
an  endlessly  expanding  market  for 
medical  equipment  and  services,  enter- 
tainment, computer  hardware  and  soft- 
ware, financial  sendees  and  franchising. 
Already  Asian  demand  is  booming  for 
GK  power  plants,  Boeing  aircraft,  Mo- 
torola portable  phones  and  Intel  chips, 
Citibank  credit  cards,  AIG  insurance 
policies  and  Hollywood  films. 

Consider  how  Asian  economic 
growth  has  already  benefited  the  U.S. 
Over  the  last  two  years  U.S.  exports  to 
Asia  have  surged  37%,  to  $191  billion. 
The  U.S.  exports  more  to  South  Korea 
than  to  Germany.  More  to  Taiwan — 
and  even  to  tiny  Singapore — than  to 
France  or  Italy.  We  trade  nearly  twice  as 
much  with  Asia  as  with  Europe.  That 
gap  w  ill  expand  rapidly. 

And  Europe?  Europe  may  well  be 
the  orphan  at  the  feast.  "'Europe  is  not 


Kuala  Lumpur's  Twin  Towers  and 
its  Jalan  Pahang  Interchange 
"Anyone  out  here  can  legitimately 
aspire  to  wealth." 


a  growth  part  of  the  world  from  a 
population  or  GDP  standpoint,'1''  sighs 
Carol  Brookins,  chief  executive  of 
Washington,  D.C. -based  World  Per- 
spectives, Inc.,  a  trade  consultancy. 
"It  has  unfundable  social  welfare  pro- 
grams and  the  potential  for  social 
instability.  Europe  is  in  a  very  severe 


crisis,  and  its  governments  do  not 
even  realize  it."  A  warning  here  to  the 
U.S.  not  to  go  further  down  the  road 
to  the  welfare  state. 

Not  all  of  the  U.S.  stands  to  benefit 
equally.  The  West  Coast  of  the  U.S.— 
and  the  Pacific  coasts  of  Canada  and 
Latin  America — will  be  especially 
binned  by  commerce  with  Asia,  in 
part  because  of  location,  in  part  be- 
cause of  Asian  immigration,  invest- 
ment and  business  networks  (there 
are  now  more  than  1  million  Asians  in 
Los  Angeles  alone).  "This  early  inte- 
gration of  people  is  something  that 
can  drive  economic  integration,"  says 
the  World  Bank's  Walton.  He  notes 
that  California's  trade  and  high-tech 
exports  to  Asia  softened  the  blow  of 
defense  cuts  in  the  state. 

How  the  world  has  turned.  Half- 
way through  this  century,  Asia  was 
only  -emerging  from  colonialism. 
Much  of  it  had  been  devastated  by 
Japanese  imperialism  and  Chinese  in- 
stability. Communist  China  was  men- 
acing and  chaotic.  Race  riots  racked 
Indonesia  and  Malaysia.  War  raged  in 
Korea,  and  then  in  Vietnam.  For  a 
while  it  looked  as  if  a  Communist  tide 
would  sweep  the  whole  area. 

Rut  starting  in  the  late  1960s  or 
early  1970s,  economic  pragmatism 


I  !() 
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w  on  out  over  politics.  "Politicians  in 
Asia  decided  to  give  economic  effi- 
ciency priority  over  everything  else 
because  they  were  scared,1'  says  Wil- 
liam Overholt,  managing  director  of 
Bankers  Trust  Asia  and  a  longtime 
observer  of  Asian  politics.  "South  Ko- 
rea was  scared  of  the  North,  Hong 
Kong  and  Taiwan  were  scared  of  Chi- 
na, Thailand  of  Vietnam.  And  Singa- 
pore was  scared  of  everybody." 

This  created  an  atmosphere  in 
which  the  rulers  could  not  afford 
social  experimentation.  The  w  isest  of 
them  realized  that  economic  strength 
was  the  path  to  political  strength,  and 
by  the  1960s  it  had  become  obvious 
from  the  Soviet  example  that  capital- 
ism, not  communism,  w  as  the  fastest 
path  to  economic  growth  Japan, 
guided  by  General  MacArthur,  had 
already  shown  the  way.  After  Japan 
the  four  newly  industrialized  "ti- 


gers'"— Taiwan,  South  Korea,  Hong 
Kong  and  Singapore — adopted  one 
variety  or  another  of  the  capitalist  way 
and  took  off  in  the  1970s.  Malaysia, 
Thailand  and  Indonesia  followed. 
China  began  its  dramatic  economic 
reform,  and  the  Philippines  joined  in. 
Vietnam  appears  to  be  climbing  on. 
India  is  slowly  moving  away  from 
socialism  and,  accordingly,  is  stirring 
economicallv. 

There  are  disparities  among  East 
Asia's  dev  eloping  countries,  but  many 
similarities,  too.  They  maintain  high 
savings  and  investment  rates,  practice 
fiscal  and  monetary  discipline,  edu- 
cate their  work  forces,  tax  lightly. 
They  eschew  income  redistribution 
and  social  welfare  systems  and  are 
hotbeds  of  entrepreneurism.  Their 
economies  look  alike  because  they 
actively  and  openly  study,  copy  and 
compete  with  each  other.  If  Singa- 


pore lowers  tax  rates  today,  then  Ma- 
laysia w  ill  tomorrow.  If  Malaysia  of- 
fers a  new  carrot  to  foreign  investors, 
Thailand  will  follow. 

In  an  era  when  nationalism  is  run- 
ning strong  again  m  Europe,  East  Asia 
is  becoming  more  cosmopolitan.  These 
nations  are  not  trying  to  achieve  eco- 
nomic self-sufficiency,  but  are  eagerly 
linking  their  economies  to  the  rest  of 
the  world  in  an  orgy  of  specialization 
and  comparative  advantage.  Exports 
earn  foreign  exchange  (East  Asian 
central  banks  collectively  hold  more 
than  $600  billion  of  foreign  reserves), 
create  employment  and  wealth,  and 
force  local  businesses  to  learn  to  com- 
pete in  the  world  economy.  Com- 
pared with  Latin  America,  exports 
account  for  more  than  twice  as  much 
of  GNP  in  East  Asia's  developing  econ- 
omies, according  to  Frank  Russell 
Co.,  the  Tacoma,  Wash. -based  pen- 
sion fund  consultant  and  manager. 

Accordingly,  Hast  Asia  is  now  cap- 
turing over  60%  of  the  world's  private 
capital  flows  to  developing  countries, 
an  inflow  worth  $100  billion  in  fresh 
capital  every  year — not  to  mention 
managerial  and  technological  exper- 
tise. Foreign -financed  factories  may 
generate  as  much  as  half  of  China's 
exports.  Last  year  Indonesia's  foreign 
investment  approvals  reached  $40  bil- 
lion, up  fivefold  in  two  years. 

The  Malaysian  economy  has  been 
completely  remade  by  foreign  direct 
investment  over  the  last  decade  or  tw  o. 
"It's  gone  from  palm  oil  and  tin  to 
exporting  semiconductors  and  disk 
drives,"  marvels  Gary  Greenberg,  dep- 
uty managing  director  of  Hong  Kong's 
Peregrine  Asset  Management. 

Even  without  this  foreign  capital, 
East  Asia  is  generating  huge  amounts 
of  capital,  collectively  saving  and  in- 
vesting about  35%  of  GNP,  roughly 
double  the  rate  of  Latin  America, 
South  Asia  or,  for  that  matter,  the 
U.S.  While  rising  incomes  have  gen 
erated  a  huge  new  wave  of  consump- 
tion, they  have  also  swelled  the  tide  of 
savings  in  societies  that,  unlike  our 
own,  do  not  have  tax  systems  that 
penalize  sav  ings.  "Once  you  have  rap- 
id income  growth  and  investment 
opportunities,  you  get  rapid  savings 
growth,"  says  the  World  Rank's  Wal- 
ton. The  Philippines,  for  example,  is 
saving  more  now  that  economic 
growth,  which  should  reach  6%  or  7% 
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this  year,  has  perked  up,  the  result  of 
deregulation  and  opening  up  to  for- 
eign investment  the  past  few  years 
under  President  Fidel  Ramos 
(Forbes,  Dec.  5,  1994). 

Roughly  62%  of  non-Japan  East 
Asia's  population  is  over  the  age  of  15 
but  under  65,  meaning  the  region 
enjoys  a  high  ratio  of  workers  to 
nonworkers.  Low  inflation  and  real 
aftertax  interest  rates  further  encour- 
age savings.  Those  are  the  carrots  that 
encourage  savings.  Then  there  is  the 
stick:  a  general  lack  of  social  welfare 
systems.  "If  you  know  you  have  to 
take  care  of  yourself,  you  save  more  for 
education,  housing  and  pensions,"  ex- 
plains Jim  Rohwer,  chief  economist  for 
Asia  at  cs  First  Boston  and  author  of  an 
insightful  new  book,  Asia  Rising  (Si- 
mon &  Schuster,  $25). 

Says  Andrew  Freris,  Salomon  Broth- 
ers' chief  economist  for  Asia:  "The  East 


Asians  are  learning  from  the  West's 
mistakes.  They  believe  the  best  solution 
for  poverty  is  not  income  distribution, 
but  income  generation." 

"The  Asian  mentality  is  everyone  has 
to  fend  for  himself,  failing  w  hich  you 
have  the  family  to  fall  back  on,"  ex- 
plains C.Y.  Leung,  who  runs  a  Hong 
Kong  real  estate  firm.  "The  political 
pressure  is  not  there  for  governments  to 
tax  the  rich  to  pay  the  poor." 

Singapore's  Lee  Kuan  Yew,  cur- 
rently senior  minister,  pulls  out  some 
charts  with  telling  numbers:  Over  the 
past  two  decades  government  spend- 
ing as  a  percent  of  GDP  was  17%  in 
Singapore,  compared  with  50%  in  Eu- 
rope and  36%  in  the  U.S.  Spending  on 
social  security  and  welfare  was  0.4%  in 
Singapore,  versus  1 5%  and  higher  in 
Europe.  The  top  corporate  tax  rate 
today  is  26%  in  Singapore,  compared 
with  52.5%  in  Germany  and  39%  (fed- 
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Morning,  noon  and  night  in  Shanghai:  a 
|  private  health  club,  shopping,  dining  for  the 
§  newly  well-to-do 

§  Looming  over  Asia  is  China,  which 

1  replaces  Russia  as  the  geopolitical  re- 
|  lationship  the  U.S.  must  watch. 

2  eral  level  only)  in  the  U.S.  "High 
taxes,"  says  Lee,  "are  the  way  to 
demotivate  the  chap  at  the  top,  the 
wealth  creators."  Statements  like  that 
are  scoffed  at  by  Western  liberals,  but 
the  evidence  is  in  Lee's  favor. 

When  Asian  governments  do  devel- 
op socialized  pension  schemes,  they 
w  ill  be  modeled  not  on  the  U.S.'  bank- 
rupt Social  Securitv  program  but  on 
Singapore's  Central  Provident  Fund. 
The  CPF  is  a  fully  funded  individual 
retirement  account,  from  which  retir- 
ees get  back  exactly  w  hat  they  and  their 
employers  put  in,  plus  whatever  return 
their  contributions  earned. 

Although  Maoism  and  commu- 
nism cost  mainland  China  three  de- 
cades of  economic  growth,  they  could 
not  hold  back  the  Chinese  living  in 
the  diaspora.  Ethnic  Chinese  domi- 
nate our  list  of  East  Asian  billionaires 
outside  of  Japan  and  Korea.  But  don't 
make  the  mistake  of  thinking  that 
only  the  Chinese  have  benefited  from 
East  Asian  capitalism.  "One  of  the 
great  developments  in  Southeast  Asia 
is  the  rise  of  an  indigenous,  non- 
Chinese  entrepreneurial  class  in  Ma- 
laysia, Indonesia  and  the  Philippines," 
comments  Linda  Lim,  director  of  the 
Southeast  Asia  Business  Program  at  the 
University  of  Michigan.  "Rapid  eco- 
nomic growth  generates  entrepreneur- 
ism  from  all  groups." 

And  in  a  region  where  saving  is 
vigorous,  entrepreneurs  have  little 
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CP  Group's  Lotus  Supercenter  in  Bangkok 

The  next  wave  of  growth  will  come  as  development  pushes  beyond  the  cities  into  the  hinterlands 


trouble  finding  capital.  "In  Asia,  all 
you  need  is  a  good  idea  and  you'll  find 
a  backer,"  says  Peregrine's  Green- 
berg,  who  has  managed  mutual  funds 
around  the  world.  "Anyone  out  here 
can  legitimately  aspire  to  wealth." 

While  fast  Asian  growth  is  not  in  itself 
a  threat  to  U.S.  interests,  it  is  slowly 
reducing  U.S.  clout  in  the  area.  Increas- 
ingly these  newly  prosperous  countries 
are  trading  with  one  anodier,  and 
though  the  U.S.  remains  a  dominant 
trading  power,  this  dominance  is  swiftiy 
shrinking.  Since  the  Plaza  Accord  in 
1985  sent  die  yen  and  then  other  East 
Asian  currencies  skyward,  intra-Asian 
investment  and  trade  flows  have  spiraled 
upward.  To  remain  competitive,  export- 
ers from  South  Korea  and  the  current 
account-surplus  countries,  such  as  Ja- 
pan, Taiwan,  Hong  Kong  and  Singa- 
pore, have  relocated  operations  to  their 
less-developed  neighbors.  Taiwan,  for 
example,  shifted  its  footwear,  textile, 
electrical  appliance  and  sporting  goods 
factories  to  China  and  Southeast  Asia 
and  moved  briskly  into  computer- relat- 
ed products  at  home. 

Asian  countries  now  account  for 
about  70%  of  foreign  direct  investment 
within  the  region  and  take  about  50% 


of  their  own  trade,  up  from  33%  in 
1980,  a  figure  that  is  swiftly  rising. 
Japan  is  placing  almost  50%  of  its  off- 
shore direct  investment  in  East  Asia 
now,  up  from  12%  in  1985.  The  re- 
gion's increased  self-sufficiency  became 
apparent  in  the  early  1990s  when  the 
economies  roared  through  a  period  of 
recession  in  the  U.S.  and  Europe. 

There  is  no  reason  to  expect  an 
early  end  to  Asian  economic  growth. 
Credit  Lyonnais'  Walker  points  out  a 
disproportionate  share  of  East  Asia's 
growth  to  date  has  been  concentrated 
in  just  1 3  urban  areas.  For  instance,  he 
estimates  Bangkok  generates  56%  of 
Thailand's  GDP  but  accounts  for  just 
17%  of  the  population.  Likewise  with 
Shanghai,  Seoul,  Manila,  Jakarta. 
This  will  change,  Walker  predicts,  as 
new  cities  rise  up  and  development 
pushes  into  the  interior — just  what 
occurred  in  19th-century  America 
with  the  stunning  growth  of  cities  like 
Chicago,  Detroit,  Kansas  City. 

What  could  go  wrong?  Plenty.  The 
environment  is  being  degraded  by 
headlong  growth;  infrastructure  sup- 
ply is  lagging  behind  economic  ex- 
pansion; the  urban  population  in  Asia 
will  bloat  by  600  million  over  the  next 


World  Bank.  East  Asian  im- 
ports of  oil,  food,  minerals, 
timber  and  other  natural 
resources  will  balloon,  per- 
haps pushing  up  world 
prices  and  creating  neigh- 
borly tensions.  You  can,  if 
you  are  "Malthusianly"  in- 
clined, paint  a  dark  picture 
a  few  years  out. 

Pundits  such  as  Douglas 
Paal,  president  of  Washing- 
ton's Asia  Pacific  Policy 
Center,  warn  that  China, 
Korea  and  Japan  could  en- 
ter a  struggle  over  the  ener- 
gy-and-resource-rich  Rus- 
sian Far  East.  There's  al- 
ways the  risk  of  trade 
protection  in  the  West,  es- 
pecially since  millions  of 
workers  in  Europe  and  the 
U.S.  will  have  to  seek  new 
jobs  because  of  rising  pro- 
duction in  Asia. 

Over  all,  like  a  giant 
question  mark,  looms  Chi- 
na. Because  of  its  sheer  size, 
its  mushrooming  economy 
and  its  growing  military  might,  China 
could  upset  the  balance  of  power  in 
Asia.  In  the  years  ahead,  the  U.S. -China 
relationship  will  likely  become  the  most 
geopolitically  important  one  in  the 
world,  replacing  the  old  U.S.- 
U.S.S.R.  rivalry.  That  is  why  many 
Asians  desperately  want  the  U.S.  to 
maintain  its  comforting  military  and 
security  presence  in  the  Pacific.  "If  the 
U.S.  were  to  pull  out,  then  I  can  see  a 
period  of  instability,"  warns  Singa- 
pore's Lee  Kuan  Yew. 

Many  things  can  go  wrong,  and 
some  undoubtedly  will.  Still,  there  is 
hope  that  the  countries  of  the  world 
have  learned  at  last  they  have  more  to 
gain  from  compromise  and  coopera- 
tion than  from  confrontation  and 
conflagration.  Between  America  at  its 
most  vigorous  and  today's  Asia  there 
is  much  in  common.  "There's  a  buzz 
about  Hong  Kong,  Jakarta,  Shanghai 
or  Taipei  that  I  don't  feel  when  I  go  to 
a  major  city  in  Europe,"  says  Philip 
Day,  director  of  Hong  Kong- based 
Pacific  Rim  Consulting  Group.  "You 
can  almost  smell  the  money  in  the 
air."  Some  people  may  find  the  odor 
unpleasant.  It  sure  beats  the  stench  of 
gore  and  gunpowder.  H 
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A  long  term  leader  in  "^^^  l^/  the  automotive 
electronics  sector,  SGS-THOMSON  is  a  design  partner 
with  most  of  the  worlds  leading  auto  makers.  The 
specially  designed  microchip  shown  here,  for  example 
is  a  fundamental  part  of  anti-lock  braking  systems  and 
combines  both  intelligence  and  power  stages.  It's 
devices  like  this  that  keep  the  automotive  industry 
moving  forward  and  ST  on  the  road  to  further  success. 


scs-      r«soN     The  SGS-THOMSON  Microelectronics  Group  provides 

MfflQ)!!        S©il^i[(ii      Service  and  Technology  throughout  the  world: 


You  Get  Along 
With  US  Very  Well 


We're  SGS-THOMSON  Microelectronics. 

We  make  the  microchips  that  make  your 
car  safer,  cleaner  and  more  comfortable. 

In  fact,  we  estimate  that  our  chips  are  in 
an  average  of  one  out  of  every  three  cars 
that  come  off  the  world's  production  lines. 

Our  Smart  Power  ICs,  for  example,  help 
make  sure  your  antilock  brakes  will  work 
when  you  need  them  while  our  VLSI  chips 
are  at  work  under  the  hood,  keeping  your 
engine  running  cleaner  and  more  efficiently. 
Designing  new  dedicated  smart  power  chips 
is  just  one  way  SGS-THOMSON  is  working 
in  close  cooperation  with  the  world's  leading 
automakers  to  bring  new  levels  of 
performance  through  electronics. 


Our  ability  to  work  with  partners  from  all 
industries  to  produce  differentiated 
products  sets  ST  apart  from  the  crowd. 
Moreover,  it  makes  us  one  of  the  most 
consistent  performers  in  the 
microelectronics  industry. 

Again  last  year,  for  example,  our  net 
revenues  were  up,  this  time  by  34%  to 
$3,554  billion  with  earnings  up  from 
$363.5  million  to  $526.5  million.  And  our 
first  quarter  results  this  year  underline  our 
consistency  with  earnings  of  $1  75  million. 

We're  SGS-THOMSON,  a  force  to  count 
on  in  microelectronics. 

Contact  us  now.  We  think  you  M 
appreciate  what  we're  driving  at. 


Isn't  It  Time 
We  Met! 

Service  and  Technology 

Contact  SGS-THOMSON  on  these  fax  numbers:  The  Americas  +1617  2599442  STM 
Asia  Pacific  +  65  4820240  -  Europe  +  33  50402860  -  Japan  033  28041 31  jP™| 
Visit  our  web  site  at  http://www.st.com 

Australia,  Brazil,  Canada,  China,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea,  Malaysia,  Malta,  Morocco, 
The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  United  Kingdom,  U.S.A. 


William  Louis-Dreyfus  revived  his  family's  faltering  business 
by  applying  great-grandpa's  original  principles. 

"A"  is  for  arbitrage 


By  Joshua  Levine  and  Graham  Button 

''Arbitrage  is  salutary  hygiene," 
Leopold  Louis- Dreyfus  was  once 
quoted  as  saying.  "It  constrains,  but  it 
also  maintains."  On  that  almost  poet 
ic  dictum  Leopold  Louis-Dreyfus 
(1833-1915)  built  one  of  the  19th 
century's  great  trading  companies: 
Louis  Dreyfus  &  Cie.  (For  obscure 
reasons  the  family,  but  not  the  compa- 
ny, hyphenates  the  name.  ) 

It  flourishes  still — and  on 
the  same  general  princi- 
ple— from  twin  headquar- 
ters in  New  York's  Chrysler 
Building  and  on  Paris1  ave- 
nue de  la  Grande  Armee. 
Buying  here  and  selling 
there,  managing  to  make  a 
spread  as  good  arbitragers 
try  to  do,  Louis  Dreyfus 
trades  around  $22  billion  a 
year  worth  of  commodities, 
including  wheat,  cotton, 
Treasury  bills,  petroleum 
products  and  natural  gas. 
Under  the  parent  holding 
company,  Louis  Dreyfus 
S.A.,  it  owns  over  2  million 
square  feet  of  office  space  in 
North  America  and  Eu- 
rope, commands  a  fleet  of 
2 1  cargo  vessels  and  is  the 
world's  third  largest  pro- 
cessor of  orange  juice.  It 
makes  particleboard  in  Bra-  ■■■■ 
zil  and  Argentina,  owns  the 
license  for  Ralph  Lauren  clothing  in 
Europe  and  dabbles  in  foie  gras  in  the 
South  of  France.  Forbes  estimates 
the  Louis-Dreyfus  fortune  to  be 
worth  at  least  $1  billion. 

Simon  Rich,  chief  executive  of  the 
publicly  held  Louis  Dreyfus  Natural 
Gas  subsidiary  (sec  box,  p.  118),  puts  it 
this  way.  "Anybody  can  come  in  and 
take  positions,  but  Louis  Dreyfus  has 
its  own  brand  of  trading — not  taking 
speculative  positions,  but  finding  ar- 
bitrage opportunities." 


The  trick  is  finding  new  opportuni- 
ties as  older  ones  get  arbitraged  out  of 
existence.  Guess  where  Louis  Dreyfus 
has  found  a  hot  new  field:  electricity. 
Though  most  people  yawn  when  they 
think  of  electricity  as  a  business,  Louis 
Dreyfus  sees  tremendous  opportunities 
arising  from  its  gradual  deregulation. 

A  host  of  tortuous  state  regulations 


"The  King  of  Wheat" 

A  150-year  dynasty  founded  on  the  principle  of  limited 


have  helped  fragment  the  country 
into  a  number  of  isolated  and  protect- 
ed electricity  markets,  with  a  resulting 
w  ide  variation  in  prices.  In  the  U.S. 
today  prices  for  electricity  vary  all  the 
way  from  three  cents  per  kilowatt- 
hour  in  some  markets  to  nine  cents  in 
others.  Nothing  like  this  could  hap- 
pen in  wheat,  say,  or  cars  or  shoes, 
because  competition  would  move  in 
and  arbitrage  away  the  differences. 

Deregulation  came  on  the  scene 
with  the  passage  of  the  Energy  Policy 


Act  of  1992.  It  allows  w  holesale  cus- 
tomers like  cities  and  large  utilities  to 
buy  the  cheapest  power  they  can  find. 
No  longer  do  they  have  to  buy  it  from 
the  local  utility  at  rates  set  by  a  politi- 
cally motivated  rate  commission. 

This  is  creating  a  situation  ready- 
made  for  arbitrage — and  Louis  Drey- 
fus means  to  grab  it.  Because  the 
business  is  new  and  compli- 
cated, the  firm,  with  its 
long  experience,  is  con- 
vinced it  has  an  edge. 
Smiles  Simon  Rich:  "In 
terms  of  complexitv,  if 
the  grain  markets  are  an 
abacus  and  the  gas  market  is 
a  simple  calculator,  then 
electricity  is  a  Cray  super- 
computer." 

Shortly  after  the  1992 
Energy  Policy  Act  was 
passed,  Louis  Dreyfus  Elec- 
tric Power  Inc.  became  one 
of  the  first  nonutilities  to 
receive  a  license  from  the 
Federal  Energy  Regulatory 
Commission  to  market 
power.  Permit  in  hand, 
Louis  Dreyfus  made  its  first 
sale  to  San  Diego  Gas  & 
Electric  later  that  year,  a 
one-vear  contract  to  deliver 
50  megawatts  per  hour  at 
2.5  cents  per  megawatt- 
hour,  which  was  about  20% 
below  sixi&H's  cheapest  alternative. 
As  a  principal  in  the  transaction,  Louis 
Dreyfus  could  either  commission  a 
utility  to  generate  the  power  or  buy  it 
from  members  of  the  Western  Sys- 
tems Power  Pool,  a  regional  associa- 
tion of  utilities.  Louis  Dreyfus  sold 
the  power  to  SDG&E  and  then  met  its 
obligation  by  buying  the  power  from 
members  of  the  pool. 

The  deal  took  the  industry  by  sur- 
prise. "The  role  of  the  merchant  was 
very  difficult  for  them  to  under- 
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William  Louis-Dreyfus  (lower  left)  and  top  lieutenants  (from  left)  Ernest  Steiner,  Daniel  Finn  and  Simon  Rich 
"Like  the  Louis  Dreyfuses  before  me,  I  am  the  caretaker. 
You're  just  trying  to  keep  the  place  fit." 


stand,"  says  Paul  Addis,  a  former 
grain  trader  w  ho  helped  steer  Louis 
Dreyfus  into  electricity.  "They  didn't 
see  our  smokestacks,  and  they  kept 
thinking  there  must  be  some  trick." 

Of  course  there  was:  arbitrage. 
Evening  out  prices  by  buying  where  it 
is  cheap  and  selling  w  here  it  is  dear. 

In  1994  Dreyfus  got  together  with 
Charlotte,  N.C. -based  Duke  Power 
and  formed  Duke/Louis  Dreyfus,  a 
50-50  partnership  designed  to  otter 


municipalities  and  ultimately  large 
businesses  one-stop  shopping  for  en- 
ergy services:  fuel  procurement,  risk 
management,  power  marketing,  plant 
construction  and  operation. 

Louis  Dreyfus  had  already  snapped 
up  the  output  for  the  next  ten  years  of 
a  new  60-megawatt  gas-fired  genera- 
tor near  Farmington,  N.M.  built  ex- 
pressly to  sell  its  power  on  the  open 
market.  Duke/Louis  Dreyfus  started 
marketing   that   power   in  March. 


"They  were  more  courageous  than 
other  power  marketers  and  demon- 
strated that  they  were  more  adept  at 
managing  risk,'1  says  Jerry  Gollnick, 
senior  vice  president  of  Williams  Field 
Services,  the  Williams  Corp.  subsid- 
iary that  owns  the  plant.  Savs  William 
Crigg,  chief  executive  of  Duke  Pow- 
er: "We  think  we  have  only  begun  to 
see  the  extent  of  the  ultimate  market 
for  competitive  electricity.11 

For  a  glimpse  of  w  here  that  market 
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is  going,  consider  the  deal 
Duke/Louis  Dreyfus  just 
signed  with  Dover,  the  cap- 
ital of  Delaware.  In  March 
Duke/Louis  Dreyfus  beat 
out  22  other  bidders  to  op- 
erate the  city's  power  plants 
as  an  outside  manager.  At 
its  best,  arbitrage  does 
more  than  merely  even  out 
prices  between  different 
places.  It  also  evens  out 
risk. 

The  Dover  deal  calls  for 
Duke/Louis  Dreyfus  to 
provide  power  for  IOV2 
years  at  a  fixed  price.  This 
insulates  Dover  from 
swings  in  the  price  of  elec- 
tricity over  the  contract 
term.  Duke/Louis  Dreyfus 
shoulders  this  risk  as  part  of 
its  service,  betting,  in  effect, 
that  shrewd  buying  and  ef- 
ficient operation  will  keep  H^^H 
costs  under  control.  With 
Duke/Louis  Dreyfus  managing  Do- 
ver's power  needs,  operating  costs  are 
expected  to  fall  from  around  5  cents 
per  kilowatt  hour  to  3.6  cents,  saving 
Dover's  rate  payers  $77  million  over 
the  10V2-year  contract. 

Deals  like  this  will  become  vital 
weapons  for  cities  as  they  battle  each 
other  for  new  industrial  development. 
Backed  by  an  aggressive  pricing  pack- 
age from  Virginia  Electric  &  Power 
Co.,  the  city  of  Richmond  tried  to 
poach  a  new  factory  that  Playtex  was 
thinking  of  adding  to  an  existing  facil- 
ity in  Dover.  With  its  own  power  costs 


The  Paris  headquarters  of  holding  company  Louis  Dreyfus  S.A. 
Part  of  Louis  Dreyfus'  2  million  square  feet  of  real  estate 


assured,  Dover  cut  a  better  deal, 
which  kept  Playtex  in  Dover. 

Duke/Louis  Dreyfus  is  busilv  forg- 
ing alliances  with  regional  utilities. 
The  trick  here  will  be  to  provide 
whatever  energy  service  the  market 
needs.  In  New  England,  Duke/Louis 
Dreyfus  has  formed  a  joint  venture 
with  Eastern  Utilities  Associates,  an 
energy  services  company  based  in 
Boston.  EUA  doesn't  have  the  skills  to 
manage  risk  and  trade  electricity,  but 
it  knows  the  New  England  market 
and  how  to  schmooze  with  the  local 
pols,  which  still  counts  for  a  lot. 


"Other  power  marketers 
will  be  coming  after  our 
customers,"  says  hua  Chief 
Operating  Officer  John 
Stevens.  For  EUA,  which  has 
only  4%  of  the  New  En 
gland  retail  electricity  mar- 
ket, it's  a  matter  of  do  unto 
them  before  they  do  unto 
you.  "The  96%  of  the  mar- 
ket we  don't  have  will  now 
be  fair  game  for  our  part- 
nership," he  adds. 

Louis  Dreyfus  won't 
have  the  electricity  market 
to  itself.  Aggressive  utilities 
like  lg&e  Energy  Corp.  and 
UtiliCorp  United,  energy 
conglomerates  like  Enron 
Corp.  and  marketers  like 
NGC  Corp.  are  actively  trad- 
ing juice.  But  the  market  is 
potentially  so  vast — early  in 
the  next  century  it  could  hit 
$300  billion  a  year — that 
Louis  Dreyfus  expects  that 
its  early  start  will  yield  high  dividends. 

It's  a  long  path  to  electricity  from 
the  wheat  that  Leopold  Louis- Drey- 
fus originally  traded,  but  there  is  also 
continuity.  The  current  guardian  of 
that  continuity  is  William  Louis- 
Dreyfus,  64,  the  founder's  great- 
grandson.  "It's  like  a  house,"  he  says, 
speaking  of  his  family  company.  "I  am 
the  caretaker,  as  all  these  Louis- Drey- 
fuses  before  me  have  been.  You're  just 
trying  to  keep  the  place  fit." 

The  foundations  of  the  house  were 
laid  around  1850  when  Leopold 
Dreyfus  began  carting  wheat  from  his 


Gas  play? 

Want  A  piece  of  the  Lou- 
is Dreyfus  action?  In  1993 
the  privately  held  Louis 
Dreyfus  S.A.  sold  26%  of 
Louis  Dreyfus  Natural 
Gas  Corp.  (long)  to  the 
public  for  $18  a  share, 
raising  $130  million.  The 
company  is  listed  on  the 
NYSE. 

With  reserves  of 
around  975  billion  cubic 
feet,  mostly  in  Oklahoma 
and  West  Texas,  Louis 


Dreyfus  Natural  Gas  is 
one  of  the  U.S.'  largest  in- 
dependent natural  gas 
companies.  What  distin- 
guishes it  from  other  nat- 
ural gas  exploration  and 
production  companies  is 
its  arbitrage  activity.  It  plays 
the  spread  between  the 
cost  of  acquiring,  produc- 
ing and  delivering  its  re- 
serves, and  what  the  cus- 
tomers will  pay  for  gas  to- 
day for  delivery  in  the 
future. 

When  Louis  Dreyfus 
pushed  into  natural  gas 


trading  in  the  late  1980s, 
it  could  buy  reserves  at  57 
cents  per  thousand  cubic 
feet  (mcf)  and  sell  the  gas 
on  long-term  contracts  at 
$2.25/mcf- — a  spread  of 
$1.68  (see  story ).  Now  the 
spread  between  the  cost  of 
reserves  and  the  selling 
price  on  long-term,  fixed- 
price  contracts  has 
dropped  about  50  cents  to 
$1.18. 

As  a  result,  ldng  now 
has  less  than  50%  of  its  re- 
serve base  hedged  with 
long-term  sales  contracts, 


compared  with  over  90% 
when  it  went  public.  This 
exposes  the  company's 
owners  to  more  risk  should 
gas  prices  fall,  but  also  to 
more  reward  should  prices 
rise.  With  spreads  locked 
in,  the  contracts  have  a 
present  value  of  around 
$10  a  share.  The  unsold  re- 
serves are  worth  some 
$14  a  share.  Total:  $24  a 
share.  Yet  the  stock  sells 
for  around  14V2. 

Arbitrage  play  for  can- 
ny investors? 
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The  Farmington, 
N.M.  generator  that 
is  the  first  gas-fired 
merchant  generating 
plant 

Dreyfus'  brokers 
"were  more  coura- 
geous than  other 
power  marketers 
and  demonstrat- 
ed that  they  were 
more  adept  at 
managing  risk." 


family's  farm  at  Sierentz,  in  France's 
Alsace  region,  to  Basel,  Switzerland. 
Because  he  was  only  17,  Leopold  used 
his  father's  name,  Louis,  when  he 
expanded  trading  to  other  local  farms 
and  incorporated  what  was  probably 
the  first  international  grain-trading 
business  in  1851.  Within  a  decade 
Leopold  was  similarly  trading  grain 
throughout  the  continent,  buying 
and  selling  wherever  he  could  detect  a 
worthwhile  spread  between  prices. 

Leopold  Louis-Dreyfus  knew  that 
business  people  had  to  take  risks,  but 
he  also  knew  that  the  secret  of  long- 
range  success  was  to  keep  the  risks 
limited  so  that  no  one  could  sink  him. 
He  constantly  looked  for  ways  to 
hedge  his  bets.  When  the  Liverpool 
Corn  Trade  Association  authorized 
futures  trading  in  1883,  Leopold  was 
one  of  the  first  grain  merchants  to  use 
the  new  hedging  mechanism  to  buy 

I  and  sell  simultaneously,  thereby  lock- 
ing in  a  spread.  He  would  buy  grain 

:  from  Russian  peasants  around  the 
Black  Sea  and  instantly  telegraph  his 
agents  in  England  to  sell  the  same 
quantity  for  future  deliver}'  locally  at  a 

;  specified  price  that  factored  in  trans- 

;  portation,  storage  and  insurance  costs 
and  left  him  with  a  guaranteed  profit. 

Today  this  kind  of  arbitrage  is 
called  "basis  risk  management" — ba- 


sis risk  being  the  term  for  all  the 
incremental  costs  that  make  it  more 
expensive  to  deliver  a  commodity  to  a 
customer's  door  than  to  sell  the  com- 
modity where  it's  produced.  That's 
why  arbitrage  is  a  tricky  game.  You 
must  know  your  costs,  know  the  mar- 
kets and  figure  fast  on  your  feet. 

When  Leopold  Louis- Dreyfus  died 
at  age  82,  in  1915,  Louis  Dreyfus  & 
Cie.  was  the  world's  largest  interna- 
tional grain  merchant — "The  King  of 
Wheat."  The  company  survived  the 
First  World  War,  expulsion  from  Rus- 
sia after  the  revolution,  and  the  1930s 
depression,  but  fell  victim  to  the  Na- 
zis. After  the  German  army  goose- 
stepped  through  the  Arch  of  Tri- 
umph, the  family  scattered — the 
founder's  grandsons,  brothers  Jean 
and  Francois  Louis-Dreyfus  to  Ar- 
gentina and  their  cousin  Pierre  to 
England  to  enlist  in  de  Gaulle's  Free 
French  air  force.  A  tail-gunner  in  a 
Groupe  Lorraine  squadron,  he  flew 
88  missions. 

After  the  war,  Jean  and  Francois 
Louis- Dreyfus  tried  to  resurrect  the 
grain  business,  while  Pierre  built  up 
Louis  Dreyfus'  fleet  of  cargo  vessels. 
But  times  had  changed.  Louis  Drey- 
fus continued  to  trade  wheat,  but 
wheat  had  become  much  less  volatile 
and  it  offered  few  opportunities  for 


profitable  arbitrage.  They  were  tying 
up  scarce  capital  for  slender  margins. 
Meanwhile,  competitors  like  Cargill 
and  Continental  Grain  were  buying 
flour  mills  and  other  processing  busi- 
nesses to  beef  up  basic  trading  mar- 
gins. Louis  Dreyfus  stuck  with  trading 
and  ignored  processing.  "That  was 
one  of  our  major  errors,"  says  William 
Louis-Dreyfus.  "We  didn't  expand, 
and  it  cost  us  our  predominant  place 
in  this  business.  We  went  from  being 
the  first  of  the  five  major  companies  to 
the  fifth.  Our  business  had  to  be 
redone." 

A  man  with  a  complicated  child- 
hood (see  box,  p.  121),  William  Louis- 
Dreyfus  joined  the  company  in  1965 
after  a  stint  as  a  lawyer.  By  1969,  at 
age  37,  he  was  running  the  show.  An 
easygoing,  stocky  fellow  who  wears 
rumpled  suits  and  pads  around  the 
office  in  stocking  feet,  he  has  none  of 
his  great-grandfather's  old-fashioned 
bourgeois  hauteur.  His  manner  is  as 
familiar  as  Leopold's  was  forbidding. 
But  people  who  know  him  say  there  is 
no  one  better  at  extracting  fierce  loy- 
alty from  his  troops. 

A  key  test  came  in  1972:  He  hired 
seven  traders  straight  out  of  Mem- 
phis-based Cook  Industries,  a  grain 
and  cotton  merchant.  "I  think  if  I  had 
been  older  and  thought  about  it 
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The  French  top  management  of  Louis  Dreyfus 

Dabbling  in  everything  from  French  government  bonds  to  foie  gras. 


more,  I  might  not  have  done  it,"  he 
says. "For  all  I  knew,  they  could  have 
been  Russian  spies.1''  Yet  the  gamble 
paid  off.  "Ifthose  [Cook]  guys  hadn't 
come  aboard,  we  wouldn't  be  talking 
about  Louis  Dreyfus  today,  except  as 
an  ancient  name  in  the  grain  industry," 
says  a  knowledgeable  industry  source. 

The  Cook  traders  transformed 
Louis  Dreyfus  into  a  company  that 
could  arbitrage  many  commodity 
markets — government  bonds,  rice, 
cotton,  meat,  oil.  By  1990  its  trading 
volume  had  expanded  five  times  over 
its  1972  level.  It  now  ranks  second  or 
third  among  its  rivals. 

It  was  the  old  story.  The  first  post- 
war generation  had  thought  of  the 
family  firm  as  a  grain  trading  outfit. 
William  Louis- Dreyfus  understood — 
as  great-grandpa  had — that  it  was  in 
the  arbitrage  business. 

In  1985,  with  the  world  awash  in 
oil  and  oil  prices  gyrating  wildly,  Dan- 
iel Finn,  one  of  the  Cook  Seven,  saw  a 
classic  opening.  While  the  major  oil 
companies  were  merely  building  up 
oil  stocks  or  depleting  them,  depend- 
ing on  where  they  saw  oil  prices  head- 
ing, Louis  Dreyfus  started  buying  oil 
on  the  spot  market  and  simultaneous- 
ly selling  it  directly  to  end  users  for 
future  delivery.  The  company  had 
spotted  a  new  arbitrage  opportunity 


and  was  quick  to  take  advantage  of  it. 
"What  we  were  looking  at  was  the 
price  at  which  we  could  buy  inven- 
tories today,  the  cost  of  storing  it  out 
into  the  future  and  the  price  at  which 
we  could  sell  the  oil  for  future  delivery 
at  the  same  time,"  says  Finn,  who 
heads  Louis  Dreyfus  Energy  Corp. 

For  about  a  year  Louis  Dreyfus 
made  good  profits  arbitraging  the  oil 
markets  this  way,  but  it  was  bound  to 
end.  That's  the  nature  of  arbitrage:  It 
evens  out  excessive  fluctuations, 
thereby  destroying  its  own  profitabili- 
ty. "We  [arbitragers]  are  like  a  mi- 
crobe. While  the  microbe  attacks  your 
body,"  William  Louis- Dreyfus  says, 
"it  has  a  wonderful  time  living,  but  it 
ends  up  killing  your  body  and  dies  as  a 
result.  The  arbitrager  is  exactly  the 
same.  When  he  sees  a  market  ineffi- 
ciency, he  goes  to  it  and  makes  it 
efficient.  As  a  consequence,  his  profit 
margin  disappears." 

This  time  Louis  Dreyfus  wouldn't 
make  the  same  mistake  in  petroleum  it 
had  made  in  grain  a  generation  earlier. 
Louis  Dreyfus  used  the  profits  from 
its  crude  oil  arbitrage  to  lease  a  net- 
work of  oil  storage  terminals  from 
Tenneco  and  then  bought  a  storage 
netw  ork  from  Unocal  in  1992.  Today 
Louis  Dreyfus  mov  es  73  million  bar- 
rels of  refined  petroleum  products  a 


year  through  its  network  of  32  termi- 
nals and  350  delivery  points. 

With  the  terminals  Dreyfus  can 
manage  the  basis  risk  in  refined  pe- 
troleum and  so  is  in  a  strong  position 
to  negotiate  long-term  contracts  for 
commodities  like  heating  oil  and  gas 
and  diesel  fuel.  In  1990  Iraq's  inva- 
sion of  Kuwait  had  sent  Federal  Ex- 
press' price  of  fuel  from  $1.06  a  gal- 
lon to  as  much  as  $1 .70.  The  compa- 
ny, whose  truck  fleet  uses  about  80 
million  gallons  a  year,  panicked  and 
looked  for  a  way  to  guarantee  fuel 
prices.  Conoco  and  British  Petro- 
leum w  ouldn't  touch  it.  Louis  Drey- 
fus did. 

Federal  FLxpress  says  that  Conoco 
and  British  Petroleum  have  since 
come  back  with  similar  long-term 
offers. 

Not  that  Louis  Dreyfus  hasn't 
stumbled.  In  1990  it  bought  a  moth- 
balled  Mobil  oil  refinery  in  Wilhelms- 
haven,  Germany  for  S50  million.  In 
an  internal  family  memo  William 
Louis- Dreyfus  boasted  that  the  refin- 
ery investment  would  ensure  the  fam- 
ily's patrimony  for  the  fifth  genera- 
tion. Instead,  it  has  lost  over  $100 
million  so  far,  and  the  company  is 
trying  desperately  to  sell  it. 

Fortunately,  for  the  fifth  genera- 
tion, the  patrimony  looks  a  lot  safer  as 
a  result  of  William's  decision  to  take 
the  family  into  the  natural  gas  busi- 
ness. In  April  1989  natural  gas  futures 
were  considerably  higher  than  prices 
of  natural  gas  in  the  ground.  An  arb's 
dream,  but  this  was  arbitrage  complex 
beyond  anything  his  great-grandfa- 
ther had  dreamed  of. 

In  1990  Louis  Dreyfus  paid  $59 
million  for  Bogert  Oil  Co.,  an  Okla- 
homa City-based  exploration  and 
production  company,  and  its  related 
partnerships,  with  103  billion  cubic 
feet  of  proven  gas  reserves.  The  price 
worked  out  to  roughly  57  cents  per 
thousand  cubic  feet.  Louis  Dreyfus 
agreed  to  sell  gas  to  a  big  customer  for 
15  vears  at  a  fixed  price  of  around 
$2.25  per  thousand  cubic  feet.  Had 
this  been  simple  arbitrage,  Louis 
Dreyfus  wouldn't  have  made  out  be- 
cause the  price  was  close  to  the  exist- 
ing spot  price.  But  this  wasn't  great- 
grandpa's  kind  of  arbitrage.  Louis 
Dreyfus  figured  it  could  control  its 
extraction  and  delivery  costs  from  the 
Bogert  reserves  and,  after  recouping 
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its  purchase  price  for  the  reserves, 
would  still  come  out  way  ahead  on  the 
15-year  contract. 

"Everybody  thought  it  was  a  low 
number  [$2.25/mcf],  but  it  was  a 
reasonable  return  w  hen  there  was  rela- 
tively no  risk,"  recalls  Simon  Rich. 

But  there's  the  microbe  again. 
Houston-based  Enron  Corp.'s  Enron 
Capital  &  Trade  Resources  has  since 
become  one  of  Louis  Dreyfus'  fiercest 


rivals  in  offering  long-term  hedged 
deals  for  gas.  The  price  of  gas  reserves 
has  climbed,  and  the  price  of  gas  for 
future  delivery  hasn't  kept  pace.  The 
arbitrage  gap  is  closing. 

And  just  w  hen  Louis  Dreyfus  was 
looking  for  a  new  arbitrage  opportu- 
nity, along  came  electricity  deregula- 
tion. It's  this  kind  of  adaptability  that 
has  kept  the  firm  in  business  for  so 
long.  Before  the  Bolshevik  Revolu- 


tion grandpa  Charles  pretty  much  ran 
Russia's  wheat  trade  through  Louis 
Dreyfus'  56  Russian  grain  elevators. 
In  1917  Lenin  booted  him  out. 
Charles  Louis-Dreyfus  rebuilt  the 
business  by  opening  new  sources  of 
supply  in  the  Balkans  and  Argentina. 

And  now  electricity.  It  looks  like 
caretaker  William  Ix>uis-Dreyfus  will  be 
keeping  that  family  house  in  good  shape 
for  at  least  anodier  generation.  HH 


American  in  Pans, 
Frenchman  in 
New  York 


Ofthh  fourth  genera- 
tion of  Louis- Dreyfuses  to 
run  the  family  firm,  Wil- 
liam is  as  American  as  he  is 
French.  Or  maybe  we 
should  say  he  is  as  French  as 
he  is  American.  He  was  a 
child  in  1940  when  his 
American  mother  re- 
turned home  after  she  di- 
vorced Pierre  Louis- 
Dreyfus.  By  the  time  WWII 
ended,  Gerard  Louis- 
Dreyfus  was  an  ail-Ameri- 
can boy  who  called  him- 
self William  and  turned  his 
back  on  all  things  French. 
He  graduated  from  Duke 
University  and  its  law 
school  and  went  to  work  in 
1959  at  New  York's 


fus  and  Pierre,  both  88. 
lean's  brother,  Francois, 
died  in  1959. 

William/Gerard  is  an 
intriguing  personality.  As 
American  as  Jimmy  Stew  - 
art, as  French  as  Maurice 
Chevalier.  "He's  a  cha- 


meleon," says  Robert  Sie- 
bel,  a  former  commod- 
ities banker  at  J. P.  Morgan 
who  worked  with  Louis- 
Dreyfus.  "He  goes  from 
one  place  to  the  other  and 
just  blends  in." 

Now  64,  he  says  he'd 


like  to  spend  more  time  on 
other  pursuits.  He  re- 
cently bought  into  the  New 
York  startup  of  England's 
weekly  Time  Out  cultural 
guide.  He  teaches  poetry 
classes  twice  a  week  at  a 
high  school  in  Harlem 
and  serves  as  a  trustee  of  the 
Poetry  Society  of  Ameri- 
ca. "It's  been  a  long  time," 
he  says  of  his  three  de- 
cades at  Louis  Dreyfus.  He 
may  be  the  last  of  his  line 
to  run  the  firm. 

His  pride  and  joy  is  his 
daughter  Julia,  33,  a 
charming  comedienne 
who  stars  in  the  hit  sitcom 
Seinfeld.  She  and  her  fa- 
ther are  very  close,  but  fol- 
low him  into  business? 
No  way.  "The  last  thing 
that  Dad  would  talk 
about  at  dinner  was  busi- 
ness," says  Julia  Louis- 
Dreyfus.  "I  never  had  a 
head  for  it." 

There's  William/Ge- 
rard's cousin  Robert  Louis- 
Dreyfus,  Jean's  son.  He's 
the  brilliant  businessman 
who  revived  ailing  Ger- 
man footwear  maker  Adi- 
das, pocketing  over  $500 
million  when  he  took  it 
public  late  last  year 
(Forbes,  Mar.  25).  Robert 
says  he  will  never  work  at 
the  family  firm  under  any 
circumstances.  "I  think 
we  ought  to  bring  in  out- 
side managers.  There's 
no  one  w  ho  can  run  it  in  the 
fourth  or  fifth  genera- 
tion," he  says. 


William's  daughter, 
Julia  Louis-Dreyfus, 
a  star  of  the  hit 
sitcom  Seinfeld 
"The  only 
business  I'm 
interested  in  is 
being  funny." 


Dewey,  Ballantine  firm. 

In  1965  Pierre  Louis- 
Dreyfus  appealed  to  his  son 
to  save  the  family  firm. 
Family  ties  prevailed.  He 
was  in  the  top  spot  in 
1969  when  he  was  37.  In 
France  he  called  himself 
Gerard.  In  the  U.S.  he  was 
still  William. 

Under  William/Ger- 
ard,  the  nerve  center  of  the 
Louis  Dreyfus  empire 
shifted  to  New  York,  al- 
though the  company  re- 
mains incorporated  under 
French  law  .  Ownership  is 
divided  evenly  between 
cousins  Jean  Louis- Drey- 


William's  cousin  Robert  Louis-Dreyfus,  head  of  Adidas 
No  interest  in  running  the  family  firm. 


Forbes  ■  July  15,  1996 


121 


3     3     — ;  " 


American  Airlines  Interactive  Travel  Network' 


Easy-To-Use 
On-Line  Travel  Planning 

Our  new  line  of  software  programs  allows] 
the  most  ways  to  reserve  and  purchase  trat 
check  flight  status,  arrange  upgrades  and  rri 
Choose  from  Personal  AAccess"  software 
AAccess  via  the  Web"  or  AAccess  VoiceVieu 
And  soon,  we'll  offer  Corporate  AAccess 
Powered  by  SABRE™,  designed  for  corpora 
travel  planning  and  management. 


American  Airlines,  American  Eagle,  Advantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks,  and  AAccess,  Personal  AAccess,  AAccess  via  the  Web,  AAccess  1 
Corporate  AAccess  -  Powered  by  SABRE.  AAccess  Ticketless  Travel  and  American  Airlines  Interactive  Travel  Network  are  trademarks,  of  American  Airlines,  Inc.  American  Eagle  is  American 


fcMbur 


A  Better 
Ticketiess 

Coming  this  September.  AAccess 
icketless  Travel™  eliminates  the  worry1  and 
hassle  of  paper  tickets.  Simply  choose  the 
Icketless  Travel  option  when  you  purchase 
domestic  travel  on  American  or  American 
gle®  While  you  won 't  receive  a  paper  ticket, 
«  will  receive  a  confirmation  itinerary  and 
lensable  receipt  by  your  choice  of  mail  or  fax. 


Hassle-Free  Check-In 
And  Boarding 

Also  in  September,  at  21  major  U.S.  airports, 
American's  AAccess  Boarding  will  allow  you  to 
bypass  ticket  counters  and  proceed  directly  to 
your  gate.  No  tickets.  No  confirmation  numbers. 
No  need  to  stop  for  a  boarding  pass.  Just  confirm 

your  ID.  with  your  AAdvantage  Platinum", 
^Advantage  Gold"  or  major  credit  card  at  the 
gate  and  you  're  on  your  way. 


Even  More 
On-Line  Connections 

The  greater freedom  and  control  of  AAccess 
doesn 't  end  when  you  board  the  plane.  In  the 
coming  months,  you  11  be  seeing  a  number  of 
special  innoi  <ations  both  in  the  air  and  on  the 
ground.  Including,  enhancements  in  First  and 
Business  Class  that  allow  you  to  tap  into  the 
AAccess  Network  right  on  board. 


Introducing  American  Airlines  Interactive  Travel  Network. 

entirely  new  approach  to  travel  is  coming.  AAccess.  A  comprehensive  interactive  travel  network  that  gives  you  a  whole  new  way 
plan  flights  and  purchase  tickets  on  many  major  airlines,  reserve  rooms  at  thousands  of  hotels  and  reserve  cars  with  over  20 
[jor  companies*  Plus,  travel  through  airports  with  ease  and  convenience  like  never  before.  It's  all  about  giving  you  more  choices 
d  more  control,  and  making  your  travel  simpler.  To  learn  more  about  AAccess  A  tyi/\|»i/%or\  Al^lif^^N*1*' 
itware,  call  1-800-AACCESS.  Or,  visit  our  web  site  at  http://www.americanair.com  r\i  f  l"riOCin/Air llMGO 

Something  special  in  the  air!" 

bociate.  American  Airlines  reserves  the  right  to  changer  AAdvantage  program  rules,  regulations,  travel  awards  and  special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  program 
months  notice.     *At  this  time,  hotel  and  car  reservations  arc  only  available  with  Personal  AAccess.  AAccess  via  the  Web  and  AAccess  VoiceView  will  include  this  function  in  the  near  future. 


Where  to  find  the  billionaires: 

126  Index 

130  Asia 

174  The  Americas 

188  U.S.  billionaires 

194  Europe 

228  Middle  East  &  Africa 


Shifting  wealth 

1991 

1996 

Total  billionaires 

274 

447 

of  which: 

United  States 

96 

149 

Europe 

81 

110 

Japan 

41 

41 

Asia  excluding  Japan 

27 

82 

Latin  America 

8 

39 

Other 

21 

26 

William  Henry 
Gates  III 

$18,000,000,000 

Microsoft's  stock  is  up 
over  40%  in  the  last  year- 
boosting  Gates'  net  worth 
by  $5.1  billion.  That's  on 
top  of  a  $4.7  billion 
increase  the  year  before. 


Warren  Buffett 

$15,300,000,000 

His  calling  Berkshire 
Hathaway  an  overvalued 
stock  hasn't  scared  away 
investors.  Up  43%  in  the 
last  year,  Berkshire's  rise 
has  boosted  his  net  worth 
by  $4.6  billion. 


aul  Sacher 

$13,100,000,000 

Although  he's  stepped 
ddwn  from  the  Roche 
board,  this  Swiss  is  still 
believed  to  preside  over 
his  family's  interests 
in  the  pharmaceutical 
giant. 


Tsai  Wan-lin 

$12,200,000,000 

he  stock  of  his  Cathay 
ife  Insurance  rose  50% 
in  April  after  Morgan 
Stanley  announced  it  was 
considering  adding 
Taiwan  to  three  of  its 
global  stock  indexes. 

Yoshiaki  Tsutsumi 

$9,200,000,000 

This  magnate  used  to  be 
the  world's  richest  indi- 
vidual, but  falling 
Japanese  property  prices 
have  taken  their  toll.  J 


Lfee  Shau  Kee 

$12,700,000,000 

Shares  of  his  Henderson 
Land'Development  Co. 
have  risen  over  sevenfold 
in  six  years.  Now  he's 
spun  off  his  China  proj- 
ects into  a  new  company, 
Henderson  China. 

Li  Ka-shing 

$10,600,000,000 

After  making  billions 
in  Hong  Kong  real 
estate,  he's  now  investing 
in  .container  ports, 
power  plants  and  other 
projects  in  China. 


Paul  G.  Allen 

$7,500,000,000 

His  smartest  move  was 
holding  on  to  most  of  his 
stock  in  Microsoft  after  a 
scary  encounter  with 
Hodgkin's  disease 
prompted  him  to  leave 
the  company  in  1983. 


Tan  Yu 

$7,000,000,000 

Holdings  in  his  property 
portfolio  stretch  from  the 
Philippines,  Taiwan  and 
China  to  San  Francisco, 
Las  Vegas  and  Houston. 


Index  of  foreign  billionaires 


Name/country/ /ntft^iry 


$5  billion  and  up 


Page  I  I  Name/country//ndusf/y 


Albrecht,  Karl  and  Theo/Germany//efa///ng  204 

Berlusconi,  Siivio/ltaly/med/a,  diversified  213 

Bettencourt,  Liliane/France/cosmef/'cs  198 
Bin  Mahfouz,  Mohamed  Salim  and  family/Saudi  Arabia/ bank,  invest  230 

Cheng  Yu-tung/Hong  Kong/rea/  estate  142 

Chung  Ju-yung  and  family/Korea! diversified  160 

Ermirio  de  Moraes,  Antonio  and  family/Brazil/d/Vers/fred  180 

Haefner,  Walter/Switzerland/aufomoMes,  software  218 

Haniel  family/Germany/d/Vers/'fied  204 

Kuok,  Robert/Malaysia/d/Vers/fted  164 

Kwek  Leng  Beng  and  family/Singapore/d/Vers/f/ed  168 

Kwok  brothers/Hong  Kong/rea/  estate  142 

Lee  Shau  Kee/Hong  Kong/rea/  estate  142 

Li  Ka-shing  and  family/Hong  Kong/diversified  142 

Merck  family/Germany  /pharmaceuticals,  chemicals  204 

Mulliez,  Gerard  and  family/France/refa/V/nf,  mail  order  198 

Ng,  Teng  Fong  and  Robert/Hong  Kong/rea/  estate  142 

Otto,  Michael  and  family/Germany/refa/7/ng  204 

Quandt,  Johanna,  Susanne  and  Stefan/Germany/aufomob/tes  204 

Rausing,  Hans  and  Gad/Scandinavia/pacfrag/ng  216 
Sacher,  Paul  Hoffman  and  Oeri  family/Switzerland/pfia/maceuf/'ca/s  218 

Slim  Helu,  Carlos  and  family/Mexico/d/Vers/7/ed  184 

Takei,  Yasuo  and  family/Japan/consumer  finance  1 50 

Tan  Yu/Philippines/reai 'estate  136 

Thomson,  Kenneth  R./Canada/med/a,  retailing,  real  estate  182 

Tsai  Wan-lin  and  family/Taiwan//nsurance,  financial  services  170 

Tsutsumi,  Yoshiaki/Japan/rea/  estate  150 

Widjaja,  Eka  Tjipta/lndonesia/d/Vers/'f/ed  148 

Wonowidjojo  family/I  ndonesia/fobacco  148 

$2  billion  and  up 


Agnelli,  Giovanni  and  family/ltaly/aufomo£>/7es  216 

Al-Kharafi,  Jassim  and  family/Kuwait/consfnvcf/on,  banking  230 

Al-Rajhi  family/Saudi  Arabia/banking  230 

Angelini,  Anacleto  and  family/Chi \el  diversified  182 

Arison,  Ted/lsrael/Cam/Va/  Corp.  229 

Azcarraga  Milmo,  Emilio  and  family/Mexico/med/'a  184 

Beisheim,  Otto/Germany/refa/7/ng  206 

Bertarelli,  Fabio/Switzerland/pfrarmaceuf/ca/s  222 

Benetton,  Luciano  and  family/ Italy/clothing  216 

Birla  family/I  n6\al  diversified  148 

Boehringer  family/Germany/p/iarmaceuf/ca/s  206 

Botin  family/Spain/ban/ong  218 

Bouriez,  Philippe  and  family/France/refa/7.'77g  202 
Bozano,  Julio  Rafael  de  Aragao/Brazil/ ftnanc/a/  services,  diversified  180 

Brenninkmeijer  family 7 'Netherlands/retailing  216 

Bronfman,  Charles/Canada/dei/erages,  spirits  182 

Brost  family/Germany/med/a,  investments  208 

Chearavanont,  Dhanin  and  family/Thailand/d/Vers/fred  170 

Chey  Jong-hyon  and  family/Korea/ diversified  160 

Ciputra  and  family/I ndonesia/rea/  estate  132 

Defforey,  Denis  and  family/France/refa/7/ng  198 

Del  Vecchio,  Leonardo/Italy/ eyewear  216 

Dumas,  Jean-Louis  and  family/France/ Hermes  194 
Engelhorn,  Curt  and  family/Germany/p/jamiaceur/ca/s,  health  care  206 

Fentener  van  Vlissingen  family/Netherlands/energy,  refa/7  216 

Ferrero,  Michele  and  family/ltaly/confecf/onery  216 

Flick,  Friedrich  Karl  lUGerrnanyl investments  206 

Fok,  Henry  Ying-tung/Hong  Koog/casinos,  real  estate  130 

Funke  family/Germany/med/a.  investments  208 

Gerling,  Rolf/Germany'/nsurance  206 

Gokongwei,  John  Jr./Philippines/d/Vers///ec'  168 

Gotianun,  Andrew/Phili ppines/rea/  estate  166 

Hariri,  Rafk/lebanon/construction,  banking  230 

Haub,  Erivan/Germany/refa/7/ng  206 

Heineken,  Alfred/Netherlands/fcee/-  216 

Henkel  family/Germany/cnem/ca/s  204 


Herz,  Gunter  and  family/Germany/consumer  products 

Ho,  Stanley/Hong  Kong/casinos,  hotels,  transportation 

Hopp,  Dietmar  and  family/Germany/soffware 

Irving  family/Canada/d/Vers/r7ed 

Ito,  Masatoshi  and  family/Japan/refa/7/ng 

Iwasaki  family/Japan/rea/  estate,  hotels 

Itoyama,  Eitaro  and  family/Japan/go/f  courses,  resorts 

Jameel  family/Saudi  Arabia/aufo  distribution,  real  estate 

Jinnai,  Ryoichi  and  family/Japan/consumer  finance 

Kadoorie,  Michael  and  family/Hong  Kong/ utilities,  hotels 

Khoo  Teck  Puat/Singapore/tofe/s,  banking 

Kim  Woo-choong/Korea/d/i/e/-s/f7ed 

Kinoshita  Kyosuke  and  family/Japan/consumer  finance 

Kipp,  Karl-Heinz/Germany/rea/  estate 

Kirch,  Leo/Germany/med/a 

Koc,  Vehbi  and  family/Turkey/d/i/e/'s/Y/ed 

Koo  Cha-kyung  and  family/Korea/d/Vers/ffecf 

Koo,  Jeffrey  and  family/Taiwan/PanWng 

Kristiansen,  Kjeld  Kirk  and  family/Scandinavia/ Lego 

Lamsam,  Banyong  and  family/Thailand/ban/wvg 

Landolt  family/Switzerland/p/iarmaceuf/ca/s,  financial  services 

Latsis,  John/Greece/s/? ipping,  investments 

Lee  family/Singapore/6an/(/ng,  plantations 

Lee  Kun-hee  and  family/Korea/d/Vers/fted 

Lemos  family/Greece/sAi/pp/ng,  investments 

Liem  Sioe  Liong  and  family/1  ndonesia/d/Vers/ffed 

Lim  Goh  Tong/Malaysia/d/Vers/f/'ed 

Livanos  family/Greece/s/7/pp/ng,  investments 

Luksic,  Andronico  and  family/Chile/d/Vers/f/ed 

Marinho,  Roberto/Brazil/med/a 

Matsuda,  Kazuo  and  family/Japan/f/nance 

Moller,  Maersk  McKinney  and  family/Scandinavia/s/)/pp/7?g 

Mori,  Minoru  and  Akira  and  family/Japan/rea/  estate 

Morita  Akio  and  family/Japan/Sony,  real  estate,  food 

Nambu,  Yasuyuki  and  family/Japan/femp  agencies,  retailing 

Niarchos  family/Greece/s/7/pp/ng,  investments 

Oetker,  Rudolf  and  family/Germany/food 

Ohga,  Masahiro  and  family/Japan/pub//s/?/ng 

Olayan,  Suliman  S./Saudi  Arabia/diversified 

Oppenheimer  family/South  Mncal mining 

Otsuka,  Akihiko  and  family/Japan/pharmaceuf/ca/s,  health  drinks 

Pangestu,  Prajogo/lndonesia//umber 

Peralta,  Alejo  and  family/Mexico//ndusf/y,  telecommunications 

Perez  Companc  family/Argentina/d/Vers/f/ed 

Porsche  family/Germany/aufomob/7es 

Quek  Leng  Chan  and  family/Malaysia/d/Vers/f/ed 

Rocca,  Roberto  and  family/Argentina/d/Vers/fred 

Rothschild  family/U.K./France/ban/c/ng,  wine 

Sabanci,  Sakip  and  family/Turkey/d/Vers/fred 

Sainsbury,  David  and  family/U.K./supe/'mar/cefs 

Saji,  Keizo  and  family/Japan/food,  beverages 

Sampoerna,  Putera  and  family/I  ndonesia/ tobacco 

Schickedanz  family/Germany/refa/7/ng 

Schmidheiny,  Stephan/Switzerland//ni/esfmenfs 

Schmidheiny,  Thomas/Switzerland/construction  materials 

Schmidt-Ruthenbeck  family/Germany/refa/7/ng 

Schorghuber,  Stefan/Germany/beer,  real  estate 

Schwarz,  Dieter/Germany/refa/7/ng 

Servier,  Jacques/France/d/Vers/fted 

Seydoux/Schlumberger  families/France/pftarmaceuf/ca/s 

Shin  Kyuk-ho/Korea/d/Vers/fted 

Shinawatra,  Thaksin  and  family/Thai  land/ telecommunications 

Shino,  Rinji/Japan/rea/  estate 

Son,  Masayoshi/Japan/soffware,  publishing,  trade  shows 

Sophonpanich,  Chatri  and  family/Thailand/ban/ong 

Sutanto,  Djuharand  family/lndonesia/d/Vers/f/ed 

Swire  brothers/Hong  Kong/ diversified 

Sy,  Henry  and  family/Philippines/stopp/ng  malls 

Tan,  Lucio/Philippines/robacco,  airlines 

Tiong  Hiew  King  and  family/ Malaysia/lumber 


208 
142 
206 
182 
150 
150 
152 
230 
156 
144 
168 
160 
152 
206 
208 
232 
160 
170 
216 
172 
196 
213 
168 
160 
213 
148 
164 
213 
182 
180 
156 
216 
150 
156 
152 
213 
206 
156 
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232 
156 
150 
184 
180 
208 
164 
180 
204 
232 
224 
152 
148 
206 
222 
222 
206 
208 
208 
194 
198 
160 
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152 
150 
170 
150 
144 
168 
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Name/country//'ndusfry 


Ty,  George  and  family/Philippines/bar/Wng  166 

Verspieren/Decoster  family/France/e/ecfnca/  fittings,  insurance  195 

Villar,  Manuel  and  family/Philippines//?oi/s/ng  168 

von  Finck,  Wilhelm  and  hugust/Germanyl investments  206 

von  Oppenheim,  Alfred  and  family/Germany/ban/or/g  208 

von  Siemens  family/Germany/e/ecfron/cs,  heavy  industry  208 

Wang,  Nina/Hong  Kong/real  estate  142 

Wang,  Yue-Che  (Y.C.)  and  family/Taiwan/p/asf/cs,  electronics  130 

Wertheimer,  Alain  and  family/France/ luxury  goods  202 

Weston,  Garry  and  family/U.K.//ood  224 

Woo,  Peter  and  family/Hong  Kong/ diversified  144 

Wu,  Eugene  and  family/Taiwan///7surance  170 

Yamaguchi,  Hisakichi/Japan/pacteg/ng  152 

Yaw  Teck-seng  and  family/Malaysia/ lumber  164 

Yoshimoto,  Goroemon  and  family/Japan/rea/  estate  152 
Zobel  de  Ayala,  Jamie  and  family/Philippines/rea/  estate,  diversified  166 

$1  billion  and  up 

Ahmad,  Yahaya/Malaysia/aufomoi?/7es  136 

Al-Sulaiman,  Abdul  Aziz/Saudi  Arabia/ 'cement,  investments  232 

Ambani  family/1  ndia/fexf/7es,  energy  148 

Andrade,  Roberto  and  Gabriel/Brazi \l construction  180 

Andre,  Georges  and  family/Switzerland/commod/f/'es  trading  198 

Aramburuzabala  family/Mexico/deer  184 

Arango,  Jeronimo/Mexico/refa/7  186 

Ardila  Lulle,  Carlos/Colombia/soff  drinks,  diversified  182 

Asavabhokhin,  Boonsong  and  family/Thailand/rwus/ng  172 

Autrey  family/Mexico/sfee/,  distribution  176 

Bailleres,  Alberto/Mexico/rn/n/ng  diversified  184 

Bemberg  family/Argentina/beer,  investments  180 

Bencharongkul,  Boonchai  and  family/Thai  land/fe/ecorr/m  172 

Bhirombhakdi,  Piya  and  family/Thailand/beer  172 

Bosch  family/Germany/aufo  parts  212 

Branson,  Richard/U.K./d/Vers/f/ed  224 

Brescia  family/Peru/d/Vers/f/'ed  176 

Busujima,  Kunio/Japan/pac/7/nto  machines  156 

Camargo  family/Brazil/consfrucf/or/  180 

Chang  Yung-fa/Taiwan/s/7/pp/ng  aviation  170 

Chao,  K.P.  and  family/Hong  Kong/ textiles  131 

Chen,  Din  Hwa/Hong  Kong/ real  estate  130 

Cisneros  family/Venezuela/d/Vers/Y/ed  186 

Conle  family/Germany/ travel  services  212 

Dassault,  Serge  and  family/France/aerospace,  electronics  202 

David-Weill,  Michel  and  family/France/dan/or/g  202 

DeGroote,  Michael  G./Canada/ 'diversified  175 
Diehl,  Karl  and  family/Germany/mechan/ca/  engineering,  defense  210 

Diniz,  Abi'lio  and  family/Brazi  l/refa/7/77g  174 

Dorrance,  John  T.  Ill/lreland/Campbe//  Soup  213 

Ebner,  Martin/Switzerland///7i/esfrr/er/fs  196 

Eisenberg,  Shoul/lsrael/d/Vers/fred  230 

Feffer,  Leon  and  family/Brazi  l/d/Vers/f7ed  180 

Freudenberg  family/Germany/aufo  parts,  textiles  212 

Fujita,  Den/Japan/fasf  food  158 

Fukutake,  Soichiro  and  family/Japan/cram  schools  158 

Garcia,  Luiz  Alberto  and  family/Brazi Mtelecomm,  diversified  174 

Garza  Lagiiera,  Eugenio  and  famWy/Mexicol  ban  king,  beverages  184 

Garza  Sada,  Bernardo  and  family/Mexico/d/Vers/f/ed  184 

Gonzalez  Barrera,  Roberto/Mexico/ food,  banking  186 

Goulandris  family/Greece/s/7/pp/r/g,  investments  213 

Halim  Saad/Malaysia/d/Vers/fied  136 

Halley,  Paul-Louis  and  family/France/refa/7/r/g  202 

Hartono,  R.  Budi  and  family/lndonesia/fodacco  150 

Hector,  Hans-Werner/Germany/software  212 

Hilti,  Martin  and  family/Liechtenstein/consfrucf/on  tools  216 

Huang  Shi-hui/Taiwan/aufomoto/7es,  motorcycles,  banking  170 

Inamori,  Kazuo/Japan/e/ecfron/cs  158 

Isono  family/Japan/food,  spirits  158 

Jacobs,  Klaus/Switzerland/cf/oco/afe,  investments  222 

Jahr  iamWy/Germany/ publishing  210 

Juffali  family/Saudi  hiatal  diversified  232 

Kamel,  Saleh  Abdullah/Saudi  Arabia/ 'banking,  diversified  232 

Kamprad,  Ingvar/Scandinavia/fL/r/i/fivre,  retailing  218 

Kanoo,  Ahmed  Ali  and  family/Bahrain/frad/r/g,  shipping,  invest  229 

Karnasuta,  Chaijudh  and  family/Thailand/consfrucf/ori  172 

Kim  Suk-won  and  family/Korea/d/Vers/fied  160 


Name/country/ industry 


Knauf  family/Germany/consfrucf/on  materials  212 

Koplowitz  sisters/Spain/consfrucf/on  218 

Krishnan,  T.  Ananda/Malaysia/d/Vers/'f/ed  164 

Larragoiti  family/Brazi  {/insurance  180 

Larrea,  Jorge/Mexico/m/n/ng  184 

Lee  Hon  Chiu  and  family/Hong  Kong/real  estate  144 

Leibbrand  family/Germany/refa/7/ng,  real  estate  212 

Leophairatana,  Prachai  and  family/Thai land/pefroc/iem/ca/s  172 

Liebherr  family/Switzerland/consfrucf/o/7  equipment  222 

Lo  Ying  Shek  and  family/Hong  Kong/real  estate  144 

Lopez,  Eugenio  and  family/Philippines/d/Vers/f/'ed  168 

Louis-Dreyfus  family/France/comrnod/f/'es  trading,  diversified  194 

Mabuchi,  Kenichi  and  family/Japan/m/fl/motors  158 

Mann,  Hugo  and  family/Germany/refa/7/r/g  210 

Mantegazza,  Sergio/Switzerland/frai/e/  services  196 

March  family/Spain/d/Vers/'f/ed  218 

Matte  family/Chi \e/banking,  paper  182 

Mendoza,  Lorenzo  and  family/Venezuela/beer  186 

Merckle,  MoWGermany/ pharmaceuticals,  cement  212 

Mittal,  Lakshmi  and  family/1  ndia/sfee/  131 

Miyomoto,  Masafumi  and  family/Japan/wdeogame  software  132 

Mohn,  Reinhard  and  family/Germany/med/a  212 

Moores  family/U.K./refa/7/r/g  224 

Murata,  Junichi  and  family/Japan/mach/ne/y  160 

Nakajima,  Kenkichi/Japan/pacrj/nto  156 

Noboa  family/Ecuador/bananas,  diversified  175 

Nursalim,  Sjamsul  and  family/I n6ones'\al  diversified  150 

Odebrecht,  Norberto  and  family/Brazil/consfrucf/on  182 

Ofer,  Sammy  and  Yehuda/lsraei/sft/pp/ng,  real  estate  228 
Osano,  Masakuni  and  family/Japan/rea/  estate,  hotels,  transport  156 

Oshima,  Kenshin/Japan/f/nar/ce  156 

Otani  family/Japan//?ofe/s  160 

Packer,  Kerry/Australia/med/a  142 

Persson,  Stefan  and  family/Scandinavia//-efa/7/'ng  195 

Peugeot  family/France/aufomod/7es  202 

Plattner,  Hasso/Germany/soffiva/-e  210 

Ramli,  Tajudin/Malaysia/fe/ecommun/caf/or/s.  airlines  166 

Ratanarak,  Krit  and  family/Thailand/tonfc/ng,  cement  172 

Reimann  family/Germany/c/7em/ca/s,  consumer  products  212 
Riady,  Mochtar  and  family/lndonesia/rea/  estate,  financial  services  150 

Rbchling  family/Germany/sfee/,  engineering,  defense  210 
Romo  Garza,  Alfonso/Mexico/fobacco,  vegetable  seeds,  investments  184 

Rossi  di  Montelera  family/ltaly/sp/7/fs,  wine  195 

Rupert,  Anton  and  family/South  Africa/ 'tobacco,  media  229 

Saba  Raffoul,  Isaac  and  family/Mexico/ diversified  176 

Safra,  Edmond  and  brothers/Lebanon/ban/f/ng  230 

Sahenk,  Ayhan  and  family/Turkey/bar/fr/ng,  construction  229 

Said,  Jose  and  Jaime/Chi \el beverages,  banking  175 

Salinas  Pliego,  Ricardo  and  family/Mexico/refa/7/ng,  media  186 

Santo  Domingo,  Julio  and  family/Colombia/£>eer,  diversified  184 

Sarmiento  Angulo,  Luis  Carlos/Colombia/d/Vers/f/ed  182 

Schroder  family/U.K. /banking  224 

Shaw,  Run  Run/Hong  Kong/media,  real  estate  144 

Shi  Wen-long  and  family/Taiwan/p/asf/cs  140 

Shiiki,  Masakazu/J  a  pan/ consumer  finance  158 

Simon  family/Germany/beer  210 

Stroher  family/Germany/r/a/A  care  212 

Takei  family/Japan/T/ofe/s,  real  estate  158 

Takenaka,  Renichi  and  family/Japan/consfrucf/on  160 

Teh  Hong  Piow/Malaysia/ban/dng  134 

Thyssen-Bornemisza,  Hans  Heinrich/Switzerland/a/t,  industry  222 

Toyoda  family/Japan/ Toyota  160 

Tschira,  Klaus  and  family/Germany/soffivare  210 

Uehara,  Shoji  and  iamWy/iapan/ pharmaceuticals,  health  drinks  156 

von  Thurn  und  Taxis,  Albert/Germany/ real  estate,  beer  210 

Wee  Cho  Yaw/Si ngapore/ banking  168 

Werhahn  family/Germany/ construction  materials  212 

Weston,  Galen  and  family/Canada/food  182 

Wong,  George/Hong  Kong/real  estate  131 

Wiirth,  Reinhold  and  family/Germany/ fasteners,  hardware  212 

Yamauchi,  Hiroshi/Japan/Mnfendo  156 

Yeoh,  Tiong-lay  and  family/Malaysia/consfrucf/on  134 
Yoshida,  Tadahiro  and  family/Japan/z/ppers,  construction  materials  158 

Zambrano,  Lorenzo  and  family/Mexico/cemenf  184 
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he  Timken  Company  and  its  subsidiaries  make  and 
service  bearings  that  weigh  half  an  ounce.  And  bearings 
that  weigh  nine  tons.  Wherever  wheels  or  shafts  turn, 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


By  Hiroko  Asami,  Justin  Doebele,  Kambiz  Foroohar,  Sumie  Kawakami,  Philippe 
Mao,  Kazunii  Miyazawa,  Taro  Ohata,  Neil  Weinberg  and  -Soo  Young  Yoon 


Nina  Wang 
Asia's  richest 
woman  wants  to 
build  the  world's 
tallest  building — 
Nina  Tower — at 
a  cost  of 
$1.3  billion. 


New  names  this  year 
HONG  KONG 
Nina  Wang 

Nina  Wang  is  Asia's  richest  woman, 
with  an  estimated  net  worth  of  $3.3 
billion.  She  took  the  helm  of 
Chinachem  Group,  Hong  Kong's 
largest  privately  held  real  estate 
developer,  after  her  husband,  Teh 
Huei  (Teddy),  was  kidnapped,  for 
the  second  time,  in  1990.  She  hand- 
ed over  more  than  half  the  reported 
$60  million  demanded  by  her  hus- 
band's captors,  but  he  was  never 
seen  again. 

A  native  of  Shanghai,  Teddy  Wang 
made  a  fortune  after  fleeing  Mao's 
takeover,  exporting  pharmaceuticals 
to  Korea  during  the  war  and  later 
importing  vinyl  into  Hong  Kong.  In 
1960  he  made  his  first  property 
investment.  Today  Nina  Wang, 
who's  in  her  late  50s,  owns  all  or 
part  of  some  200  buildings  in  Hong 
Kong  and  over  13  million  square 
feet  of  floor  space  in  the  New 
Territories.  In  the  U.S.  Chinachem 
has  invested  in  biotech  firm 
Genelabs  Technologies,  Inc.  and  the 
private  restaurant/club  chain  House 
of  Blues.  Confident  in  the  nature  of 
Hong  Kong,  she  plans  to  build  Nina 
Tower — at  1,594  feet  it's  expected 
to  be  the  world's  tallest  building  and 
to  cost  $1.3  billion.  "Everyone  says 
I'm  silly,  but  I  think  it's  a  great 
idea,"  Wang  tells  Forbes.-P.M. 

Henry  Ying-tung  Fok 

Born  in  1923,  Henry  Ying-tung  Fok 
reportedly  grew  up  on  a  cargo  ship  in 
Hong  Kong  Harbor,  worked  as  a 
coolie  for  a  half-pound  of  rice  and  75 
cents  a  day  and  started  a  business 
harvesting  seaweed  for  Japanese 
herbal  medicine  makers.  He  made 
real  money  by  smuggling  antibiotics, 
spare  parts  and  other  badly  needed 
goods  into  Communist  China  during 
the  Korean  War.  After  the  war,  he 


became  known  among  the  Maoists  as 
the  "Capitalist  Patriot"  and  emerged 
a  millionaire.  He  plowed  the  profits 
into  real  estate,  and  in  1962  joined 
with  billionaire  Stanley  Ho  (which 
see)  and  some  other  partners  to  run 
casinos  in  the  neighboring  Portuguese 
colony  of  Macau. 

At  73,  Fok  is  widely  considered  to 
have  excellent  guanxi  (connections) 
with  Hong  Kong's  coming  masters 
in  the  Communist  Party  of  China 
and  is  a  powerful  player  on  the  tran- 
sition committee  bandling  the  1997 
handover  from  Britain  to  China. 
Further  sealing  his  good  relations 
with  Beijing,  Fok  once  donated  $130 
million  to  set  up  a  special  education- 
al foundation  on  the  mainland. 

Fok's  two  sons,  Timothy  and  Ian, 


George  Wong 
His  family's  18- 
tower  Parkview 
complex  in  Hong 
Kong  is  a  favorite 
among  expatri- 
ates who  crave 
the  amenities  of 
home.  Wong  is 
now  looking  to 
repeat  the  feat 
in  China. 


are  being  groomed  to  take  over  the 
family  empire,  which  is  estimated  to 
be  worth  at  least  $2.5  billion,  net  of 
debt.-J.D. 

Chen  Din  Hwa 

When  Forbes  shows  up  for  a  rare 
interview  with  reclusive  Chen  Din 
Hwa,  73,  the  developer  declines  to 
talk  about  his  business  but  does  offer 
us  a  bag  full  of  devotional  books 
about  Buddha,  and  a  radio-like  box 
that  repeats  a  Buddhist  mantra  over 


and  over.  Chen  has  spent  something 
like  $4  million  to  make  3  million  of 
these  chanting  boxes,  which  he  gives 
away  the  way  J.D.  Rockefeller  gave 
away  dimes.  Chen  is  worth  an  esti- 
mated $1.3  billion. 

In  1989  Chen  took  his  publicly 
traded  company  Nan  Fung  Textiles 
Consolidated  private,  a  brilliant 
move:  The  textile  business  was 
declining,  but  the  real  estate  portfo- 
lio had  appreciated  to  nearly  $500 
million.   Since  then,  a  booming 
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Hong  Kong  property  market  has 
pushed  the  value  of  Chen's  real 
estate  to  over  $1.1  billion,  net  of 
debt.-P.M. 

George  Wong  and  family 

Most  of  George  Wong's  $1.1  billion 
fortune  is  tied  up  in  a  single  project 
that  occupies  over  135,000  acres  on 
top  of  Hong  Kong  Island,  of  which 
he  and  his  family  privately  own  55%. 
Started  in  1985,  the  18 -tower 
Parkview  complex  now  includes  780 
apartments,  200  hotel  rooms,  cas- 
cading waterfalls  and  many  other 
amenities.  "I  like  to  have  everything 
done  to  look  like  a  five-star  hotel," 
says  Wong,  a  rotund  44-year-old. 

The  son  of  a  successful  Taiwanese 
builder,  Wong  started  his  Hong 
Kong  Parkview  Group  in  1979  and 
took  it  public  in  1990.  Current  mar- 
ket cap:  $150  million,  small  because 
Parkview  Group  includes  only  5%  of 
the  huge  Parkview  complex.  Rather, 
it's  a  hodgepodge  of  companies 
involved  in  property  development, 
automotive  dealerships,  the  distribu- 
tion of  made-in-the-uSA  Masco  fur- 
niture and  the  operation  of  luxury 
catamarans  that  ferry  passengers 


between  Hong  Kong,  Macau  and 
China.  In  London,  Wong  and  his 
father  plan  to  develop  a  piece  of 
Battersea  Park  into  a  big  commercial 
complex.-PM. 

K.P,  Chao  and  family 

If  you  buy  a  sweater  at  the  Gap  or 
the  Limited,  there's  a  good  chance  it 
was  made  by  the  Chao  family's  pri- 
vately held  Novel  Enterprises.  Novel 
is  the  world's  largest  maker  of  natur- 
al fiber  sweaters,  producing  some  20 
million  a  year. 

These  days  patriarch  Kuang-piu 
Chao's  instincts  are  telling  him  that 
rising  costs  will  mean  the  eventual 
end  of  traditional  textile  production 
in  Hong  Kong.  Known  as  K.P,  he 
and  his  sons,  Ronald  and  Silas,  have 
been  diversifying  into  brand  names. 
In  1989  they  financed  the  enor- 
mously successful  U.S.  designer 
Thomas  (Tommy)  Hilfiger  (Forbes, 
Feb.  26).  "We  made  Tommy  think 
big,"  says  Silas  Chou,  who  uses  a 
variant  spelling  of  Chao.  The  Chaos 
recently  bought  a  flagging  jeans 
brand,  Pepe  Jeans  London,  and  also 
have  a  stake  in  a  booming  regional 
airline,  Dragon  Airlines.  Now  78 


Henry  Ying-tung  Fok 

Once  a  coolie,  now  a  billionaire. 


and  worth  $1  billion,  K.P.  Chao 
recently  set  up  a  department  store  in 
Shanghai,  his  ancestors'  home- 
town.-J.  D. 

INDIA 

Lakshmi  Mittal  and  family 

Lakshmi  Mittal  travels  the  world 
buying  broken-down  steel  mills  from 
governments  and  fixing  them  up. 
His  Ispat  International  group  (Ispat 
means  steel  in  Sanskrit)  earned  $270 
million  pretax  last  year  on  sales  of  $2 
billion.  Mittal  and  his  wife  Usha  own 
100%  of  the  group.  They  are  worth 
at  least  $1 .5  billion. 

Mittal  scored  his  biggest  coup  in 
Mexico  in  1992,  when  he  bought 
one  of  the  country's  largest  steel 
mills,  situated  in  Lazaro  Cardenas  on 
Mexico's  Pacific  coast,  for  $220  mil- 
lion. Helped  by  the  weak  peso  and 
strong  exports,  last  year  the  Mexican 
operation  earned  $211  million 
before  interest,  taxes  and  deprecia- 
tion. A  major  expansion  is  now 
under  way. 

A  big  gamble  now  is  Kazakhstan's 
sprawling  Karmet  steelworks,  one  of 
the  world's  least  productive  mills. 
Mittal  paid  $450  million  for 
Karmet's  equity — the  government  of 
Kazakhstan  is  still  on  the  hook  for  its 
liabilities — and  another  $80  million 
for  neighboring  coal  mines.  In  addi- 
tion, he  has  committed  to  invest 
$600  million  to  upgrade  the  mines 
and  boost  annual  steel  production  to 
6  million  tons.  Ispat's  other  mills — in 
Indonesia,  Germany,  Ireland,  Trini- 
dad and  Tobago,  Mexico  and 
Canada — have  a  total  capacity  of  6 
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million  tons.  Mittal  says  he  may  take 
Ispat  group  public  next  year.  He  and 
his  wife  live  in  London's  posh 
Hampstead.-I 

INDONESIA 

Ciputra  ,md  family 

Known  as  "the  Pioneer,"  Ciputra 
(his  only  name)  is  Indonesia's  top 
property  developer.  Starting  with 
nothing,  in  I960  he  convinced  Jakar- 
ta's municipal  government  to  be  his 
40%  partner  in  commercial  real  estate 
developments  in  the  city.  With  the 
city's  backing  Ciputra  soon  built 
Jakarta's  first  shopping  center,  first 
office  building,  first  luxury  homes, 
first  recreation  center  and  so  on.  "I 
didn't  want  to  continue  being  poor," 
he  says. 

Ciputra,  65,  spearheaded  five 
major  groups  of  companies;  in  each, 
several  partners  helped  spread  the 
risk.  The  Jaya  Group,  started  after  he 
met  the  governor  back  in  I960,  has 
some  40  companies  under  its 
umbrella;  one,  Jaya  Real  Property,  is 
publicly  traded  and  has  a  market  cap 
of  around  $660  million.  Ciputra 
owns  15%  of  Jaya  Group.  He  and  his 
family  also  own  80%  of  Ciputra 
Development — "started  for  my  kids 
ten  years  ago,"  he  says — which  has 
properties  covering  nearly  6,200 
acres  and  a  market  cap  of  $530  mil- 
lion, as  well  as  a  large  privately  held 
land  bank,  bringing  his  estimated  net 
worth  to  $2.3  billion.-P.M. 

JAPAN 

Yasuyuki  Nambu 
and  family 

Entrepreneurial  Yasuyuki  Nambu's 
Pasona  Group  ($1.16  billion,  1995 
sales)  operates  Japan's  largest  tem- 
porary personnel  agency,  a  global 
credit  card  hotline  for  Japanese  trav- 
elers, the  Designer  Collezione  chain 
of  discount  haute  couture  boutiques 
and  much  else  (Oct.  23,  1995). 
Forbes  estimates  the  company  is 
worth  $2.5  billion;  Nambu's  family 
owns  nearly  100%. 

Nambu's  recent  projects  include 
opening  an  83-store  entertainment 
complex  in  his  hometown  of  Kobe  in 
April,  after  Seibu  Department  Store 
vacated  the  landmark  waterfront 
property.  "Recession  is  my  friend," 


Ciputra 

At  age  29  he  sat 
in  the  Jakarta 
governor's  office 
every  day  for  two 
weeks  waiting  for 
a  meeting.  "I 
wanted  to  be  the 
city's  developer," 
recalls  Ciputra, 
who  finally  got 
the  meeting  with 
the  governor. 
Today  he's  nick- 
named "the 
Pioneer"  and  has 
stakes  in  five 
business  groups. 


Yasuyuki  Nambu 
"Recession  is  my 
friend." 


says  Nambu,  44.  Nambu's  Designer 
Collezione  shops  got  lots  of  favor- 
able press  last  winter  by  defying  a 
government  order  to  stop  selling 
gray  market  imported  cosmetics  at 
discounts.  Last  year  Nambu's 
Collezione  Auto  began  selling 
Cadillac,  Ford  and  other  vehicles  for 
20%  to  30%  less  than  official 
Japanese  dealers  charge. -N.W. 

Masafumi  Miyamoto 
and  family 

In  ten  years  Masafumi  Miyamoto's 
Square  Co.  has  grown  into  Japan's 
leading    independent  videogame 


software  developer  (Forbes,  Nov.  6, 
1995).  Earlier  this  year  Square  shook 
up  Japan's  videogame  industry  by 
announcing  that  it  would  abandon 
traditional  specialty  shops  and 
instead  retail  its  games — and  rivals' 
products — through  convenience 
store  video  kiosks  in  the  near  future. 
More  shocking  still,  Square  has 
stopped  making  games  for  Nintendo 
machines  and  switched  to  Sony's 
popular  PlayStation  platform 
(Forbes,  Apr.  8).  Miyamoto  and  his 
family  own  67%  of  the  over-the- 
counter-traded  Square  Co.,  a  stake 
worth  $1.3  billion. 
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n  just  one  year,  Donald  J.  Trump  has  built  one  of  the  largest  and 
finest  casino  companies  in  the  world,  Trump  Hotels  &  Casino  Resorts, 
Inc.  (NYSE:DJT),  with  two  award  winning  hotels  in  Atlantic  City,  New 
Jersey-The  Trump  Taj  Mahal  Ccsino  Resort,  and  Trump  Plaza  Hotel  and 
Casino.  The  company  recently  opened  the  Trump  Casino  Riverboat  at 
Buffi  ngton  Harbor,  Indiana,  and  will  soon  complement  its  Atlantic  City  hold- 
ings with  the  planned  acquisition  later  this  year  of  Trump's  Castle  Casino 
Resort,  another  Four  Star,  Four  Diamond  Resort. 

Trump  Taj  Mahal  Casino  Resort 

The  opulent  Trump  Taj  Mahal  is  a  landmark  on  Atlantic  City's  world- 
famous  Boardwalk.  Its  55-story  hotel  tower  offers  1,250  guest  rooms, 
including  237  suites  and  incomparable  themed  supersuites.  The  Taj  is 
number  one  in  revenues,  gross  operating  profits,  table  games  and  slots. 

Its  expansion  will  result  in  a  total  of  2,050  guest  rooms  and  the  largest 
casino  in  the  world. 

Trump  Plaza  Hotel  and  Casino 

The  world-class  Trump  Plaza  now  includes  the  unique  Trump  World's  Fair, 
featuring  the  only  ocean-view  and  boardwalk  access  gaming  in  Atlantic  City. 
The  Plaza's  1 ,404  guest  rooms  include  349  elegant  suites  and  supersuites  in 
the  East  Tower,  grandly  overlooking  the  Atlantic  Ocean,  encompassing  one 
quarter  mile  of  Boardwalk  frontage.  The  casino  is  1 35,000  square  feet. 

Trump's  Castle 

The  beautiful  hotel  casino  with  the  adjacent  80  slip  Marina  features  728 
guest  rooms  including  60  Bay  Tower  suites  and  97  Crystal  Tower  one-and 
two-bedroom  suites. 

Soon  to  be  renamed  Trump  Marina  Hotel  and  Casino,  the  hotel  casino 
will  add  a  45  story,  nautically-themed  tower  with  1 ,500  additional  guest 
rooms,  including  suites  and  mini-suites,  an  enclosed  pedestrian  walkway 
between  the  hotel  casino  and  the  marina,  and  the  one  of  a  kind  430  foot  Trump 
Yacht  which  will  include  a  35,000  square  foot  casino. 

Trump  Indiana 

The  290  ft.  Trump  Casino  vessel,  the  premier  gaming  ship  located  on 
over  88  fabulous  acres  just  south  of  Chicago  on  Lake  Michigan, 
has  received  an  overwhelming  reception  as  the  most  luxurious 
gaming  ship  afloat. 
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Halim  Saad 

Technocrat  turned  tycoon. 


ethnic  Chinese  known  for  his  con- 
servative management,  Teh  started 
as  a  low-level  clerk  at  the  Oversea- 
Chinese  Banking  Corp.  (see  Lee  fam- 
ily) in  Singapore,  where  he  rose 
through  the  ranks  before  moving  to 
Kuala  Lumpur  in  1960.  He  left  the 
bank  and  worked  for  a  time  at 
Malayan  Banking.  He  started  Public 
Bank  in  1966;  within  five  months  of 
opening  it  was  profitable,  and  has 
been  ever  since.  Teh  owns  about  a 
third  of  publicly  traded  Public  Bank 
shares,  plus  interests  in  a  variety  of 
smaller,  mostly  financial  service 
companies.  Estimated  net  worth: 
$1.8  billion.-J.D. 

Yeoh  Tiong-lay  and  family 

The  penthouse  office  of  the  Yeoh 
family  commands  a  sweeping  view  of 


The  Japanese  press  reported  in 
May  that  Miyamoto  39,  is  consider- 
ing buying  Ascii  Corp.,  a  financially 
troubled  Japanese  software  venture. 
Fellow  Japanese  software  magnate 
Masayoshi  Son  (which  see)  is  also  said 
to  be  interested  in  acquiring  Ascii.  A 
fight  could  be  brewing.-K.M. 

Soichiro  Fukutake  and  family 

The  Japanese  obsession  with  scoring 
well  on  competitive  college  entrance 
exams  has  made  the  Fukutake  family 
rich.  Their  company,  Benesse  Corp., 
is  the  nation's  leading  direct  mail 
cram  school.  It  netted  $96  million 
aftertax  last  year  on  revenues  of  $2 
billion. 

Based  in  Okayama,  not  far  from 
Hiroshima,  Benesse  was  founded  in 
1955  by  the  late  Tetsuhiko 
Fukutake,  a  former  teacher.  His  son 
Soichiro  took  over  in  1986.  As 
Japan's  educational  system  keeps 
growing  more  competitive,  Benesse 
has  moved  into  younger  age  brackets 
and  now  even  supplies  educational 
materials  for  2 -year-olds  and  their 
mothers.  Benesse  has  also  tied  up 
with  Kansas  City,  Kans. -based  La 
Petite  Academy  Inc.  to  open 
Japanese  nursery  schools,  and 
acquired  Berlitz  International,  Inc. 
after  former  owner  Robert  Maxwell 
had  raided  its  coffers. 

Soichiro  Fukutake,  50,  is  now 
moving  into  the  old  folks'  market, 
operating  training  programs  for 
home-care  helpers.  The  Fukutakes 
took  Benesse  public  last  October, 
retaining  a  31%  stake  now  worth 
$1.2  billion.  Employees  own  13%  of 
the  company.-K.M. 

Ryusuke  Kimura  and  family 

Shortly  after  World  War  II,  Ryusuke 
Kimura  bought  a  load  of  old  metal 
beds,  repaired  them  and  sold  them  to 
hospitals.  Today  his  Paramount  Bed 
is  Japan's  leading  hospital  bed  suppli- 
er, with  a  market  share  topping  70%. 
Kimura,  78,  and  his  family  still  own 
55%  of  the  firm,  a  stake  valued  at 
$1.1  billion.  The  company  is  almost 
certain  to  keep  growing  as  Japan's 
rapidly  aging  population  creates 
strong  demand  for  medical  equip- 
ment. Making  the  most  of  it  will 
depend  on  the  management  skills  of 
Ryusuke's  three  sons.  The  eldest, 
Kenji,  49,  is  now  company  president; 


Teh  Hong  Piow 

First  job:  a  low-level  bank  clerk. 


his  two  brothers,  Kyosuke,  45,  and 
Michihide,  37,  are  directors.-K.M. 

MALAYSIA 

Teh  Hong  Piow 

Next  month  Teh  Hong  Piow  will 
celebrate  the  30th  anniversary  of  his 
Public  Bank,  now  Malaysia's  third- 
largest  bank  in  terms  of  assets  ($13 
billion).  It  has  operations  through- 
out Asia,  including  Vietnam.  In 
Hong  Kong,  it  controls  one  of  the 
territory's  most  successful  personal 
finance  companies,  jcg  Holdings 
(Forbes  Nov.  6,  1995).  A  workaholic 


the  modern  Kuala  Lumpur  skyline, 
which  now  includes  the  world's 
tallest  building.  The  family's  main 
construction  company,  ytl  Corp., 
helped  build  the  structure,  ytl  last 
year  earned  $109  million  on 
turnover  of  $410  million. 

The  son  of  company  founder  Yeoh 
Tiong-lay,  Francis  Yeoh  Sock-ping, 
42,  is  moving  ytl  into  building 
power  plants  and  resort  projects, 
including  the  planned  development 
of  the  Angkor  Wat  temple  site  in 
Cambodia.  Francis  and  his  five  sib- 
lings, all  of  whom  work  in  the  busi- 
ness, maintain  close  ties  to  govern- 
ment officials,  including  Prime 
Minister  Mohamad  Mahathir.  Such 
contacts  have  helped  compensate  for 
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The  truth  is,  Louisiana  has  two  super 
domes — one  home  to  major  sporting 
events  and  the  other  home  to  the  only 
major  Frasch  sulphur  discovery  in  North 
America  in  the  last  33  years. 

Freeport-McMoRan's  super  dome, 
located  in  the  Gulf  of  Mexico,  boasts  the 
largest  existing  Frasch  sulphur  reserve  in 
North  America.  Even  now,  as  we  operate 
at  our  full  and  scheduled  capacity,  our 
sulphur  reserves  will  last  30  years  or  more. 

This  sulphur  super  dome  enhances  our 
position  as  one  of  the  world's  leading 
integrated  producers  of  phosphate 
fertilizer.  Sulphur  is  a  key  raw  material  in 
the  manufacture  of  our  primary  product — 


Changes  In  Reserve  Position  1986  To  1995 
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'includes  Culberson  Mine  in  West  Texas 
"includes  mineral  deposits 


phosphate  fertilizer — a  commodity 
whose  price  has  doubled  in  the  last  three 
years  and  which  is  necessary  to  grow 


crops  that  will  feed  the  world's  ever- 
increasing  population. 

Through  our  exploration  successes, 
acquisitions  and  timely  increases  in 
production  capacity,  we  are  providing 
substantial  rewards  for  our  shareholders. 
We  invite  you  to  learn  more  about 
Freeport-McMoRan  Inc.  and  Freeport- 
McMoRan  Resource  Partners,  Limited 
Partnership,  and  how  we  are  managing  our 
success. 

SFREEPORT- 
McMoRan 

®  A  Natural  Leader® 


For  a  copy  of  our  Annual  Report,  call  1-800-429-2009  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-2,  P.O.  Box  61 1 19,  New  Orleans,  LA  70161. 


the  fact  that  the  government  has 
enacted  laws  giving  preferences  to 
ethnic  Malays  in  a  Muslim  society — 
the  Yeohs  are  ethnic  Chinese  and 
Christians. 

Tremendously  upbeat  about  ytl's 
prospects,  Francis  says:  "I  would 
describe  Asia  as  close  to  America  in 
1946,  only  it  is  moving  ten  times 
faster.  And  you  remember  what  hap- 
pened in  America  after  1946."  The 
Yeohs  hold  47%  of  the  $2.7  billion 
(market  cap)  ytl.  That  and  other 
investments  give  them  an  estimated 
net  worth  of  $1.5  billion. -J. D. 

Yahaya  Ahmad 

Asia  is  going  car  crazy  and  in  the 
process  is  making  Yahaya  Ahmad  a 
very  wealthy  Malay.  Now  49,  Ahmad 
was  educated  as  an  automotive  engi- 
neer in  Britain.  He  went  into  busi- 
ness for  himself  in  1982,  initially  sell- 
ing auto  parts,  then  locally  assem- 
bling Isuzu  trucks  and  distributing 
Citroen  cars.  To  acquire  a  32%  stake 
in  the  national  carmaker  Proton, 
Ahmad  has  been  shifting  assets 
around  between  the  two  publicly 
traded  companies  he  controls: 
Gadek  (Malaysia)  Berhad  and 
Diversified  Resources  Berhad  (drb). 
Ahmad  now  owns  70.6%  of  DRB  and 
32.5%  of  Gadek.  He  has  put  around 
$300  million  in  his  pockets  by 
reshuffling  assets  among  these  corn- 


Manuel  Villar 

He's  helped  many  Filipinos  achieve  home  ownership. 


panies,  adding  to  his  estimated  net 
worth  of  $1.1  billion.-P.M. 

Halim  Saad 

In  the  early  1980s  Halim  Saad 
became  one  of  "Daim's  Boys,"  a 


Tan  Yu 

He  figures  his  global  teal 


'  fortune  is  worth  some  $26  billion. 


group  of  talented  young  technocrats 
who  helped  build  modern  Malaysia 
under  the  guidance  of  then-finance 
minister  Daim  Zainuddin.  In  1985, 
Halim  and  some  partners  took  over  a 
company  that  evolved  into  what  is 
now  known  as  Renong  Berhad. 
Among  the  more  than  a  dozen  com- 
panies under  the  Renong  umbrella  is 
the  Prolink  2020  development, 
which  is  creating  a  7,700-acre  town- 
ship in  Malaysia  directly  across  the 
water  from  Singapore. 

Halim,  43,  got  some  unwanted 
publicity  early  this  year  when  he 
went  through  a  messy  divorce.  He 
emerged  with  about  28%  of  the  $3 
billion  (market  cap)  Renong. 
Forbes  figures  various  other  invest- 
ments bring  his  net  worth  to  $1  bil- 
lion.-J.D. 

THE  PHILIPPINES 

Tan  Yu 

One  of  the  world's  largest  landown- 
ers, Tan  Yu  offers  these  three  rules 
for  successful  real  estate  investing: 
"Wait,  wait,  and  wait."  Here's  how 
Tan  tells  his  story: 

As  a  young  seaport  baggage  carri- 


136 


Forbes  ■  July  15,  1996 


Of  course,  no  one  buys  an  expensive  sports  car 
for  anything  but  the  pleasure  of  driving 
it.  But  when  you  do,  simply  use  a 

u 

Citibank  AAdvantage®  card  and  you'll 
automatically  earn  one  AAdvantage  mile 
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The  Citibank  AAdvantage  card. 
To  apply,  call  I-800-FLY-4444,  ext.  20. 
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or  was  it  the  miles? 

•The  maximum  number  of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  card  is  60,000  miles  per  calendar  year  Amencan  Airlines  AAdvantage  Platinum9  and  AAdvantage  Gold"  members  are  excluded  from  this  limit.  American  Airlines,AAdvantage, 
AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  American  Airlines,  Inc.  Amencan  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards,  and  special  offers  at  any  time  without  notice,  and  to  end  the 
AAdvantage  program  with  six  months  notice.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota).  N.A.  Use  of  credit  cards  for  vehicle  purchases  may  be  limited  by  state  law  or  dealer  policies.  ©  1 996  Citibank  (South  Dakota),  N.A.  Member  FDIC 
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Shi  Wen-long 
"The  money  you 
earn  is  worthless 
unless  you  turn 
it  into  beautiful 
things." 

er  in  Manila,  Tan  began  hawking  T 
shirts  as  he  toted  bags.  By  the  age  of 
22,  he  was  a  table  tennis  champion, 
had  his  own  garment  factory  and 
began  buying  real  estate.  Since  then, 
he  has  bought  land  around  the 
globe,  including  China,  where  Tan 
says  he  owns  over  6,000  acres  worth 
$3.6  billion,  and  Houston,  where  he 
owns  25,000  acres  in  Sweetwater 
and  Sienna  Plantation,  a  luxurious 
residential  area  outside  the  city.  He 
also  owns  property  in  Las  Vegas  and 
San  Francisco. 

Now  61,  Tan  nearly  died  two 
years  ago  when  a  kidney  transplant 
appeared  to  have  failed.  From  his 
hospital  bed  in  Houston,  he  decided 
to  turn  Fuga,  a  25,000-acre  island  in 
the  north  of  the  Philippines,  and 
acquired  a  few  years  earlier,  into  a 
new  Hong  Kong.  The  Filipino  gov- 
ernment recently  agreed  to  desig- 
nate Fuga  as  a  special  economic  zone 
with  only  a  5%  income  tax  and  a  free 
port.  Morristown,  N.J. -based  firm, 
RBA,  is  developing  an  urban  plan  for 
the  nearly  uninhabited  island. 

Tan's  Asia  Trust  &  Investment 
Corp.  has  assets  of  $2.8  billion  and  is 
run  by  Tan's  36-year-old  son  Elton. 
But  Tan's  most  likely  successor  is  his 
41-year-old  daughter,  Emilia  (Bien 
Bien)  Roxas.  She  runs  Tan's  main 


company,  Asia  Internationale  Group 
(the  "e"  at  the  end  of  Internationale 
is  so  the  word  doesn't  have  13  let- 
ters). Sporting  a  tan  Stetson  hat,  Tan 
tells  Forbes  he's  worth  $26  billion. 
Our  estimates  put  the  figure  closer 
to  $7  billion.-PM. 

Manuel  Villar 
and  family 

Started  with  two  sand-and-gravel- 
hauling  trucks  20  years  ago,  Manuel 
Villar's  c&P  Homes  is  now  the 
Philippines'  largest  builder  of  low- 
cost  homes.  In  the  mid-1980s,  when 
capital  and  the  elite  were  fleeing  the 
Philippines,  Villar  bought  up  land  on 
the  cheap  and  started  building  hous- 
ing for  the  country's  emerging  mid- 
dle class — especially  Filipinos  work- 
ing overseas,  who  often  had  acquired 
hard  currency  nest  eggs  (Forbes, 
Sept.  25,  1995).  Now  46,  Villar  took 
c&P  Homes  public  last  year.  He  and 
his  wife,  Cynthia,  own  about  80%  of 
the  $2.4  billion  (market  cap)  compa- 
ny. In  1992  Villar  was  elected  to  the 
Philippine  congress. -J. D. 

TAIWAN 

Shi  Wen-long  and  family 

Asked  why  he  spends  most  of  his 
time  building  his  $150  million  col- 


lection of  Western  art  or  playing  one 
of  his  five  Stradivarius  violins,  69- 
year-old  Shi  Wen-long  replies:  "If 
you  had  to  choose  between  looking 
at  a  stock  certificate  or  an  oil  paint- 
ing— which  one  would  you  prefer? 
The  money  you  earn  is  worthless 
unless  you  turn  it  into  beautiful 
things." 

Shi  and  his  two  brothers  founded 
$1.1  billion  (sales)  Chi  Mei  Corp., 
the  world's  largest  maker  of  ABS 
plastic  (Chi  Mei  means  "beautiful 
things").  Among  the  world's  most 
versatile  plastics,  ABS  finds  its  way 
into  everything  from  automobile 
bumpers  and  consoles  to  motorcy- 
cle helmets  to  video-camera  hous- 
ings. The  business  took  off  in 
1976,  when  the  Shi  brothers  intro- 
duced a  new  production  method 
that  turned  ABS  from  a  low-volume, 
high-priced  "engineering"  plastic 
into  a  mass-produced,  low-cost 
commodity.  The  next  big  break 
came  with  the  opening  of  China's 
market. 

Shi  was  among  the  first  Taiwanese 
businessmen  to  establish  strong  ties 
to  the  mainland,  now  Chi  Mei's 
biggest  customer.  The  Shi  family 
owns  76%  of  the  privately  held  com- 
pany, and  is  worth  an  estimated  $1.5 
billion.- J.  D.  ■ 
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AUSTRALIA.  HONS  KONG 


Country  N#fte 


Estimated 
net  worth 
($bil) 


Business 


Australia      Kerry  Packer  1.8  Media 

Stepped  clown  as  head  of  flagship  media  conglomerate,  Publishing  and  Broadcasting,  to  make  way  for 
28-year-old  son  James,  now  managing  director.  James  has  worked  in  the  business  for  about  ten  years, 
including  a  stint  as  a  magazine  sales  rep,  and  has  successfully  invested  in  real  estate  on  the  side. 

Hong  Kong  Lee  Shau  Kee  12.7  Real  estate 

Henderson  Land  Development  Co.  sold  22%  of  Henderson  China  in  a  public  offering,  raising  $195 
million.  Son  Lee  Ka-kit,  32,  is  vice  president  of  Henderson  China,  a  vehicle  for  infrastructure  and  prop- 
erty ventures  on  the  mainland— some  jointly  owned  with  a  private  investment  firm  run  by  Lee  Ka-kit. 


Run  Run  Shaw 
Once  asked  what  films  he 
likes,  this  Hong  Kong  film  and 
TV  pioneer  replied:  "I  particu- 
larly like  movies  that  make 
money."  His  TVB  is  Hong 
Kong's  top  TV  station  and  has 
a  valuable  library  of  Chinese- 
language  programming. 


Kwok  brothers  11.2  Real  estate 

Sun  Hung  Kai  Properties  continues  to  fare  well  even  though  Hong  Kong  property  prices  are  off  20% 
to  30%  from  their  spring  1994  peak.  Walter  Kwok,  who  runs  the  firm  with  brothers  Raymond  and 
Thomas,  is  bullish  about  the  near  term  because  of  the  colony's  short  supply  of  residential  apartments. 

Li  Ka-shing  and  family  10.6  Diversified 

Flagship  Cheung  Kong  plans  to  spin  off  its  infrastructure  business,  which  builds  power  plants, 
bridges,  ports  and  highways,  mainly  in  Hong  Kong  and  China.  On  another  front,  the  politically  astute 
Li  is  building  China's  Foreign  Ministry  Offices  in  Hong  Kong,  reportedly  free  of  charge. 

Cheng  Yu-tung  and  family  5.5  Real  estate 

Son  Henry,  49,  runs  New  World  Development,  which  recently  spun  off  New  World  Infrastructure,  a 
vehicle  for  the  group's  activities  in  China.  Last  year  New  World  listed  its  hotels  via  Renaissance  Hotel 
Group,  which  raised  $163  million  by  floating  a  29%  stake  on  the  New  York  Stock  Exchange. 

Teng  Fong  and  Robert  Ng  5.2  Real  estate 

Teng  Fong  Ng's  Singapore-based  Far  East  Organization  prevailed  against  Malaysia's  Quek  Leng  Chan 
{which  see)  in  a  battle  for  control  of  bottler  Yeo  Hiap  Seng,  which  has  prime  land  in  Singapore.  In 
Hong  Kong,  son  Robert  runs  two  interconnected  property  companies,  T.S.T.  Properties  and  Sino  Land. 

Nina  Wang  3.3  Real  estate 

Asia's  richest  woman.  Took  the  helm  of  Chinachem  Group,  now  Hong  Kong's  largest  privately  held  real 
estate  developer,  after  husband  Teh  Huei  (Teddy)  was  kidnapped,  for  the  second  time,  in  1990.  She 
handed  ever  more  than  half  of  the  reported  $60  million  ransom,  but  he  wasn't  seen  again.  (See  above.) 

Stanley  Ho  3.1  Casinos,  real  estate,  transportation 

Controls  casino  gambling — and  much  else — in  the  Portuguese  colony  of  Macau.  In  Vancouver,  where 
he  has  built  an  ultraluxury  condo  project  near  a  famous  park,  he  has  bowed  to  local  protests  by  having 
a  likeness  of  the  park  painted  on  the  side  of  the  building— so  that  people  can  still  enjoy  the  "view." 
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HONG  KONG 


Estimated 
net  worth 
($bil) 


Business 


Country  Name 


Hong  Kong  Michael  Kaaoorie  and  family  2.5  Utilities,  hotels 

Own  53%  of  Hongkong  &  Shanghai  Hotels,  which  recently  completed  a  $200  million  renovation  of  its 
flagship  property,  the  Peninsula,  in  Hong  Kong.  The  Peninsula  Bangkok  is  slated  to  open  toward  the 
end  of  1997.  Also  own  24%  of  China  Power  &  Light,  one  of  Hong  Kong's  two  utilities. 

Henry  Ying-tung  Fok  2.5  Casinos,  real  estate 

An  up-from-nothing  entrepreneur  whose  life  reads  like  a  James  Clavell  novel.  Partners  with  Stanley  Ho 
(which  see)  in  STDM,  which  has  casino  monopoly  in  the  Portuguese  colony  of  Macau,  and  known  to 
have  strong  ties  with  Hong  Kong's  coming  masters,  the  Communist  Party  of  China.  (See  above.) 

Sir  Adrian  and  Sir  John  Swire  2.2  Diversified 

Agreed  to  a  deal  that  diluted  Swire  Pacific's  stake  in  Hong  Kong's  dominant  airline,  Cathay  Pacific, 
while  raising  the  stakes  of  entities  tied  to  the  Chinese  government.  This  may  end,  at  least  for  now,  the 
threat  from  China's  aviation  authority  to  launch  a  competing  airline  in  the  Hong  Kong  market. 

Peter  Woo  and  family  2.0  Diversified 

In  January  Woo's  Wharf  Group  sold  off  its  Omni  Hotel  chain  in  the  U.S.  for  $500  million  to  focus  on 
projects  closer  to  home.  One  may  be  Wharf  Cable,  Hong  Kong's  cable  system  set  up  three  years  ago, 
which  reported  an  operating  loss  last  year  of  $84  million. 

Lee  Hon  Chiu  and  family  1.8  Real  estate 

Lee,  whose  Hysan  Development  saw  profits  rise  15%  last  year,  to  $157  million,  is  diversifying  via 
Honeycomb  Telecommunications.  The  consortium,  which  includes  Tele  Danmark,  China  United 
Telecommunications  Corp.  and  Norway's  Telenor,  is  bidding  for  a  Hong  Kong  mobile  phone  license. 

Lo  Ying  Shek  and  family  1.6  Real  estate 

Lo's  property  company,  Great  Eagle,  now  run  by  son  Dr.  K.S.  Lo,  has  teamed  up  with  other  Hong  Kong 
developers  and  the  Government  of  Singapore  Investment  Corp.  to  bid  for  a  contract— valued  at  $5.2 
billion— to  develop  the  railway  terminal  on  Hong  Kong  Island  that  will  service  the  future  airport. 

Chen  Din  Hwa  1.3  Real  estate 

A  devout  Buddhist  who  started  out  in  textiles,  then  diversified  into  property  development.  Since  delist- 
ing his  Nan  Fung  Textiles  Consolidated  from  the  Hong  Kong  Stock  Exchange  in  1990,  a  booming 
Hong  Kong  property  market  has  more  than  doubled  the  value  of  its  portfolio.  (See  above.) 


K.P.  Chao  (left) 
He  owns  the 
world's  biggest 
maker  of  natural 
fiber  sweaters. 


Cheng  Yu-tung 
Hong  Kong's 
most  aggressive 
investor  in 
mainland  China. 


Run  Run  Shaw  1.1  Media,  real  estate 

Rejoins  this  list  after  an  eight-year  absence,  amid  rising  valuations  for  Asian  'media  and  real  estate. 
Publicly  traded  Shaw  Brothers  recently  sold  TVE,  a  diversified  media  company.  Still  owns  23%  of 
TVB,  owner  of  Hong  Kong's  top  TV  station  and  an  extensive  library  of  Chinese-language  programming. 

George  Wong  and  family  1.1  Real  estate 

Runs  publicly  traded  Hong  Kong  Parkview  Group,  a  hodgepodge  of  companies  involved  in  everything 
from  property  development  to  auto  dealerships.  But  most  of  his  fortune  resides  outside  Parkview,  in  a 
mixed-use  development  that  occupies  135,000  acres  on  top  of  Hong  Kong  Island.  (See  above.) 
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We  didn't  invent  managed  care. 
We  reinvented  it. 


Managed  health  care  isn't  a  recent  brainstorm.  It's  been  around  for 
fifty  years  -  long  enough  for  a  few  cobwebs  to  grow  on  the  concept 
Which  may  be  why  United  HealthCare  has  grown  to  be  one  of  the 
largest  health  care  management  services  companies  in  America  -  by 
quietly  revolutionizing  the  industry. 

We  did  it  not  just  by  managing  care,  but  by  managing  information. 
It's  a  concept  we  call  "shared  intelligence"-  the  idea  that,  by  constantly 
analyzing  our  ten  million  patient-years  of  data,  we  can  consistently  improve 
our  services.  Over  the  years,  that  philosophy  has  enabled  us  to  assist  our 
participating  providers  to  increase  the  use  of  lifesaving  drug  treatments  for 
cardiac  patients.  To  decrease  blindness  among  diabetics.  Even  to  raise  the 
life  expectancy  of  transplant  patients  while  reducing  transplant  costs. 

That  sea  of  information  is  also  the  basis  for  some  of  the  most  innovative 
health  programs  in  the  business.  From  HMOs  to  PPOs  to  an  affordable  and 
flexible  concept  called  Open  Access  that  keeps  both  patients  and  employers 
happy  with  more  freedom  and  better  cost  containment. 
In  other  words,  health  care  that's  designed  not  just  to  conform  to  industry 
standards,  but  to  appeal  to  the  most  fundamental  human  standards,  as  well. 

UNiTEDhealthcareSM 

http://www.uhc.com 


An  analysis  of  a 
sampling  of  our 
immunization  data  showed  that 
less  than  70%  of  our  enrolled 
toddlers  were  receiving  proper 
immunizations.  A  new  program 
informing  parents  and  doctors  of 
this  lapse  raised  the  immunization 
rate  to  more  than  80%. 


At  Advantest, 

flexibility  means  designing 
and  developing  semiconductor 
test  systems  that  maximize 
throughput,  yield  and  produc- 
tivity. Test  systems  that  eliminate 
errors  and  speed  time  to  market. 
Test  systems  that  adapt  to  meet 
new  testing  challenges  and 
evolve  to  fit  changing 
operating 


xibility  is 
force. 


For  more  information  call 
Advantest  at  708-634-2552 
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ADVANTEST  CORPORATION 


You  can  test. 
Or  you  can  Advantest. 


HONG  KONG,  INDH  INDONESIA 


Estimated 

net  worth 

Country 

Name 

($bil) 

Business 

Hong  Kong  Kuang-piu  (K.P.)  Chao  and  family  1.0  Textiles 

World's  largest  producers  of  natural  fiber  sweaters.  Looking  to  diversify  into  brand  names,  they 
financed  the  enormously  successful  U.S.  designer  Thomas  (Tommy)  Hilfiger.  (See  above.) 


India         Birla  family  2.1  Diversified 

Aditya  Vikram  Birla,  a  champion  of  India's  economic  liberalization,  died  in  October  at  52  of  complica- 
tions from  pneumonia.  He  extended  the  reach  of  the  Birla  empire  into  carbon  black  and  rayon  in 
countries  like  Thailand  and  Egypt.  His  28-year-old  son,  Kumar  Mangalam,  has  taken  the  reins. 

Lakshmi  Mittal  and  family  1.5  Steel 

Built  an  international  steel  empire  by  buying  broken-down  mills  from  governments  and  fixing  them  up. 
He's  investing  over  $1  billion  to  turn  around  Kazakhstan's  sprawling  Karmet  steel  works.  (See  above.) 


Ambani  family  1.1  Textiles,  energy 

Allegations  involving  the  switching  and  duplication  of  stock  certificates  have  dogged  their  Reliance 
Industries,  one  of  the  world's  largest  makers  of  polyester.  Meanwhile,  the  Ambanis  are  proceeding  with 
plans  to  build  a  $2.6  billion  petrochemical  plant  in  India's  Gujarat  state. 


Lee  Shau  Kee 
Watch  out,  Bill 
Gates!  In  1989 
this  property 
tycoon's  estimat- 
ed net  worth 
dropped  below 
$1  billion.  Now 
it's  pushing 
$13  billion. 


Mochtar  Riady 

His  guanxi  (connections)  extend  from  China's 
Great  Hall  of  the  People  to  the  White  House. 


Indonesia    Wonowidjojo  family  6.7  Tobacco 

Since  joining  this  list  two  years  ago,  the  Wonowidjojo  fortune — composed  of  a  controlling  stake  in 
Indonesia's  leading  maker  of  clove  kretek  cigarettes— has  grown  almost  fourfold.  The  split-adjusted 
price  of  Gudang  Garam,  which  has  47%  of  the  kretek  market,  has  risen  143%  in  just  the  past  year. 

Eka  Tjipta  Widjaja  and  family  5.1  Diversified 

Widjaja,  73,  controls  Sinar  Mas  Group,  Indonesia's  second-largest  conglomerate.  Now  moving  into  the 
bottled  and  tetra-packed  tea  business.  Son  Oei  Hong  Leong  controls  Hong  Kong-listed  China  Strategic 
Holdings,  with  interests  in  some  200  mainland  companies. 

Liem  Sioe  Liong  and  family  4.5  Diversified 

Via  his  Hong  Kong-listed  First  Pacific,  Liem  beat  out  the  Ayala  family  of  the  Philippines  (which  see)  to 
land  Manila's  largest  privatization— a  593-acre  development  project.  Liem's  Salim  Group  also  bought 
into  Singapore's  OAF  Ltd.,  with  interests  ranging  from  food  and  beverages  to  offshore  oilfields. 

Putera  Sampoerna  and  family  2.8  Tobacco 

HM  Sampoerna,  which  has  a  virtual  lock  on  the  market  for  premium  clove  kretek  cigarettes,  has  seen 
its  shares  surge  83%  in  the  last  year.  Putera  Sampoerna,  48,  is  looking  to  gain  footholds  in  neighbor- 
ing countries  like  Singapore,  either  by  buying  local  tobacco  makers  or  by  building  factories. 
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Our  next  award  may 


very  well  be  titled  "world's 


best  lease''  because  now 


you  can  get  the  250 


horsepower  DO^fC  V8 


^Aurora  at  a  very  low  lease 


Cease  an 
award  winner. 


payment.  'W'e  figured  an 


automobile  with  this  kind 


of  following  shoidd  have 


"Absolute  Best  New  Car  Value" 
-CarSmart  1995  Summer  Edition 


"Best  Luxury  Sedan" 
(995  MotorWeek  Drivers'  Choice  Award 


a  lease  that's  equally  as 


praiseworthy  as  the  car. 


1995  "Best  Buy"' 
-Chicago  Tribune,  6/1 1/95 


"Luxury  Car  of  the  Year" 
-Motoring  '95 


Tor  more  information  see 


/995  "Best  Buy  of  the  Year" 
-Carguide 


Top  Ten  "All  American" 
-AutoWeek 


your  local  Oldsmobile  retailer. 


1995  "Design  and  Engineering"  Award 
-Popular  Mechanics 


1995  "Best  Overall  Vehicle  in  Total  Value" 
-Strategic  Vision,  Inc. 


"Interior  of  the  Year"  Luxury  Category 
■Inside  Automotives 


199b  'Total  Quality  Award"  in  its  class' 
-Strategic  Vision,  Inc. 


$399  /  $2,600 

a  month  /  down 


36  months 


"America's  Finest" 
-Playboy  Magazine 


by  Oldsmobile. 


l=J.®  1996  QM  Corp.  All  rights  reserved.  BucWr  Up,  America! 

'Chicago  Tribune.  6/11/95  'Strategic  Vision's™  1995  Vehicle  Experience  Study  is  based  on  a  total  of  31 .440  new  vehicle  buyer  responses  indicating  owner's  positive  and  negative  experiences 
during  the  first  90  days  of  ownership.  'Strategic  Vision's  1996  Vehicle  Experience  Study™  surveyed  35,652  Oct. -Nov.  new  vehicle  buyers  of  200+  models  during  the  first  90  days  of  ownership. 
SmartLease:  $399  per  month  for  36  months.  $2,600  DOWN  PAYMENT.  $3,448.33  due  at  lease  signing  (first  month's  payment  of  $398.33,  plus  $450  refundable  security  deposit,  plus  down- 
payment).  Taxes,  license,  title  fees,  and  insurance  extra.  GMAC  must  approve  lease.  Example  based  on  Aurora  model:  $35,500  M.S.R.P.,  including  destination  charge  Monthly  payments  total 
$14,339  88  Payments  may  be  higher  in  AL,  CA,  CT,  HI,  NY,  Rl,  TX  and  VA.  Option  to  buy  at  lease  end  at  price  determined  at  lease  signing.  Mileage  charge  of  15  cents  per  mile  over  36,000 
miles.  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  retailer  stock  by  10/2/96.  This  is  a  special  GMAC  program.  Sc;e  your  participating  retailer  for  qualification  details. 


INDONESIA,  JAPAN 


Estimated 

net  worth 

Country  Name 

($bil) 

Business 

Indonesia    Ciputra  2.3  '  Real  estate 

Got  his  start  in  1960  by  selling  the  governor  of  Jakarta  on  the  idea  of  having  the  municipal  govern- 
ment be  his  40%  partner  in  commercial  real  estate  developments  in  the  city.  Today  Ciputra  is 

Indonesia's  top  developer.  (See  above.) 

Prajogo  Pangestu  2.2  Lumber 

Prajogo-controlled  Barito  Pacific,  the  world's  largest  producer  of  tropical  hardwood  plywood,  has  been 
suffering  from  falling  plywood  prices.  Earnings  fell  52%  last  year,  and  Barito's  stock  is  off  nearly  76% 
since  its  public  offering  in  1993. 

Djuhar  Sutanto  and  family  2.0  Diversified 

An  ex-national  basketball  player  who  keeps  a  low  profile,  Sutanto  is  partners  with  Liem  Sioe  Liong 
(which  see)  in  Salim  Group,  a  diversified  web  of  companies.  Sutanto's  biggest  holding  is  an  estimated 
18%  of  Indocement,  a  stake  recently  worth  $834  million. 

R.  Budi  Hartono  and  family  1.6  Tobacco 

Hartono's  privately  held  Djarum  is  Indonesia's  second-largest  maker  of  clove  kretek  cigarettes,  after 
Gudang  Garam  (see  Wonowidjojo).  Hartono  has  been  looking  for  a  partner  to  help  Djarum  expand  into 
food  and  beverages,  using  its  extensive  cigarette  distribution  network. 

Sjamsul  Nursalim  and  family  1.3  Diversified 

Indonesia's  largest  tire  manufacturer,  via  Gajah  Tunggal,  Nursalim  has  teamed  up  with  Italy's  Pirelli  to 
manufacture  high-voltage  electric  power  lines  and  optical  fiber  telecommunications  cables.  Also  con- 
trols Indonesia's  oldest  private  bank,  Bank  Dagang  Nasional  Indonesia  (BDNI)  (assets,  $6  billion). 

Mochtar  Riady  and  family  1.3  Real  estate,  financial  services 

J.C.  Penney  has  already  opened  a  store  in  Lippo  Village,  and  Wal-Mart  plans  to  follow  suit.  But  the 
highly  leveraged  developer  of  the  project,  Lippo  Land,  has  analysts  nervous.  Meanwhile,  Riady's  Lippo 
Group  has  joined  with  J.C.  Penney  to  open  stores  in  Singapore,  Thailand  and  Malaysia. 

Japan        Yoshiaki  Tsutsumi  9.2  Real  estate,  transportation 

A  sharp  run-up  in  the  shares  of  Tsutsumi's  publicly  listed  Seibu  Railway  has  helped  compensate  for 
declining  valuations  on  privately  owned  real  estate.  It's  all  owned  through  a  holding  company  in  which 
Tsutsumi  has  a  visible  40%  interest.  If  he  owns  the  rest,  he's  the  world's  richest  individual. 

Yasuo  Takei  and  family  5.2  Consumer  finance 

Takei,  66,  stepped  down  as  president  of  Takefuji,  Japan's  largest  consumer  finance  firm,  in  June  1995. 
With  its  own  borrowing  rates  down,  but  still  able  to  charge  28%  for  loans,  Takefuji  saw  recurring  profits 
jump  57%,  to  $1  billion,  in  the  year  through  March  1996.  A  public  offering  is  planned  for  later  this  year. 

Masayoshi  Son  4.6  Software,  publishing,  trade  shows 

Son's  Softbank  is  Japan's  top  software  distributor  and  the  world's  top  producer  of  computer  magazines 
and  trade  shows.  With  Softbank's  shares  up  over  200%  in  the  last  year,  Son  is  prowling  for  big  acqui- 
sitions. He's  already  spent  nearly  $2.9  billion  for  the  Comdex  trade  show  and  Ziff-Davis  magazines. 

Masatoshi  Ito  and  family  4.0  Retailing 

Seven-Eleven  Japan  has  continued  to  pick  up  the  slack  in  Ito's  $27.5  billion  (sales)  retailing  empire, 
contributing  $500  million  in  profits  in  the  year  through  February,  well  ahead  of  profits  from  the  flag- 
ship Ito-Yokado  chain.  Honorary  Chairman  Ito,  72,  devotes  much  time  to  his  educational  foundation. 

Iwasaki  family  4.0  Real  estate,  hotels 

Iwasaki  Sangyo  is  a  major  landholder  on  the  southern  island  of  Kyushu,  where  it  is  headquartered, 
and  on  Okinawa.  Its  activities  include  hotels,  golf  courses,  ship  design  and  lumber  processing.  The 
company  has  opened  a  resort  on  Yakushima  where  travelers  can  view  the  island's  ancient  cedar  forest. 

Minoru  and  Akira  Mori  and  family  3.9  Real  estate 

Tokyo's  biggest  commercial  landlords,  the  Mori  brothers,  have  been  feeling  the  heat  from  declining 
rents.  To  lighten  their  interest  burden  from  a  big  stock  of  undeveloped  Tokyo  land,  they're  entering  the 
housing  market  by  selling  luxury  condos  in  the  central  part  of  Tokyo. 
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CALL  1  -800-342-FUND  EXT.  F268 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  Income  Fund,  including  sales  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 
□  I  am  currently  a  Franklin  shareholder. 
Name 
Address 


City/State/Zip 


F  R  A  N  K  1 1  N 

777  Mariners  Island  Boulevard 

  San  Mateo,  CA  94404- 1  585 

A    Member    of   the    $143    Billion    Franklin    Templeton  Group 


Daytime  Phone 


HOIH 


Liem  Sioe  Liong 
A  major  kingpin  in 
the  "Bamboo" 
network  of  over- 
seas Chinese 
entrepreneurs. 


Software  tycoon 
Masayoshi  Son 
"Being  number 
two  is  a  big 
failure  in  my 
dictionary." 


Country  Name 


Estimated 
net  worth 
($bil) 


Business 


Japan        Keizo  Saji  and  family  3.2  Food,  beverages 

With  sales  flat  in  its  home  market,  the  Sajis'  Suntory  beer  and  liquor  producer  is  looking  overseas  for 
growth.  Last  December  it  bought  Chicago-based  Hinckley  &  Schmitt  Bottled  Water  Group.  In  China  it 
has  joint  ventures  in  beer  and  soft  drinks.  Keizo,  76,  remains  the  group's  chairman. 

Kyosuke  Kinoshita  and  family  3.1  Consumer  finance 

Own  50%  of  Acorn,  Japan's  second-largest  consumer  finance  company.  An  aggressive  expansion  of  its 
unmanned  branch  network  helped  Acorn  grow  its  customer  base  44%  in  the  year  through  March.  So 
far  Acorn  has  managed  to  keep  its  loan-default  ratio  to  a  manageable  2.13%. 

Goroemon  Yoshimoto  and  family  2.5  Real  estate 

Osaka  land  prices  have  crashed  hard  over  the  past  few  years,  but,  at  74,  Goroemon  remains  "the 
great  landlord  of  Umeda,"  as  the  city's  shopping  and  nightlife  hub  is  known.  The  family  counts  the 
Osaka  Hilton  among  its  tenants;  it  also  manages  residential  properties  and  a  chain  of  bowling  alleys. 

Rinji  Shino  2.5  Real  estate 

Shino,  87  and  hospitalized,  has  stopped  work  on  a  tower  in  Osaka  and  appears  unlikely  ever  to  devel- 
op two  remote  islands  as  he  once  dreamed.  His  two  sons  now  manage  an  empire  that  includes 
Osaka's  Sennan  Country  Club,  land  in  Fontainebleau,  France  and  an  extensive  art  collection. 

Yasuyuki  Nambu  and  family  2.5  Temp  agencies,  retailing 

His  Pasona  Group  operates  Japan's  largest  temporary  personnel  agency,  a  global  credit  card  hotline  for 
Japanese  travelers  and  a  chain  of  discount  haute  couture  boutiques.  (See  above.) 


Hisakichi  Yamaguchi  2.4  Packaging 

While  busy  consumers  are  eating  more  canned  food  than  ever,  imports  are  taking  a  bigger  bite  out  of 
the  market  and  encouraging  customers  to  demand  discounts.  Diawa  Can— started  by  Yamaguchi  after 
the  war,  with  technology  from  American  Can  Co.— is  responding  by  trying  to  cut  production  costs. 

Kanichiro  Ishibashi  and  family  2.4  Tires 

Ishibashi's  tiremaking  empire  is  doing  well  after  years  of  indigestion  following' its  1988  acquisition  of 
Akron,  Ohio-based  Firestone  Tire  &  Rubber.  Bridgestone  Corp.  has  been  run  by  nonfamily  members 
since  1973.  Kanichiro,  76,  and  son  Hiroshi  still  own  about  10%. 

Eitaro  Itoyama  and  family  2.3  Golf  courses,  resorts 

Itoyama,  54,  resigned  from  Japan's  parliament  to  protest  what  he  says  was  the  failure  of  politicians  to 
accept  responsibility  for  the  government's  controversial  liquidation  of  indebted  housing  loan  companies. 
He  will  devote  more  time  to  his  family's  golf  course  and  resort  company,  Shin  Nihon  Kanko  Kogyo. 
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Is  your  materials  management  process 
breaking  your  back? 


The  cost  of  acquiring  and  managing  your  MRO  (maintenance,  repair,  and  operating)  inventory  can  be  a  heavy 
burden  on  your  bottom  line.  But  we  can  lighten  the  load. 

We  can  provide  you  with  sophisticated  inventory  support  systems  and  virtually  millions  of  products,  enabling 
you  to  eliminate  most  of  your  other  MRO  suppliers  and  lower  your  total  costs. 

With  over  $700  million  in  inventory  at  349  branches,  we  make  it  possible  for  you  to  reduce  your  MRO  inventory 
by  as  much  as  60%.  And  our  advanced  electronic  ordering  systems-including  the  ability  to  order  online-together 
with  error-free  transactions,  can  significantly  cut  your  order  processing  costs. 

Additionally,  through  Grainger  Consulting  Services  and  Grainger  Integrated  Supply  Operations  (GISO),  we  can 
re-engineer  your  MRO  materials  management  process  to  make  it  more  cost-effective.  And  your  people  more  productive. 

If  materials  management  pressures  are  taking  you  away  from  your  core  activities,  talk 
to  us.  We're  already  helping  two  thirds  of  the  Fortune  100  be  more  productive.  We  can  do  the  GRAINGER 
same  for  you  too.  Call  1-800-905-3338  ext.  1513  to  see  how.  w^iiiivr*ii% 

Industrial  and  Commercial 

'&Z2$Z  Equipment  and  Supplies 


Help  so  he  can  check  out  the  day's  beach 

conditions,  just  by  surfing  the  Net 


Help  so  he  doesn't  have  to  mess  with  a  bunch  of 
different  phone  bills  at  the  end  of  the  month. 


Help  so  he  can  call  his  brother  the  exchange 
jdent  and  harass  him  about  the  waves  in  London. 


SO 

Its  Amazing  What 
We  Can  Do  Together. 


HOIH 


■ 

 -  '  — '  
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Japan         Akio  Morita  and  family  2.3  Sony,  real  estate,  food 

After  seeming  to  lose  its  way  when  cofounder  Akio  Morita  fell  ill  in  1993,  Sony  has  bounced  back 
under  new  president  Nobuyuki  Idei.  It  should  benefit  from  the  introduction  of  the  digital  versatile  disk 
(DVD)  later  this  year.  Akio's  son  Hideo  runs  the  Moritas'  326-year-old  sake  and  soy  sauce  business. 

Akihiko  Otsuka  and  family  2.2  Pharmaceuticals,  health  drinks 

Otsuka  Pharmaceutical,  big  in  nutritional  supplements,  hit  the  jackpot  last  year  with  Pletaal,  an  anti- 
platelet medication,  and  Mucosta,  a  treatment  for  gastric  ulcers.  But  Otsuka  has  a  weak  spot— inter- 
national operations.  With  nineteen  factories  in  ten  countries,  it  is  bleeding  red  ink  abroad. 

Kazuo  Matsuda  and  family  2.2  Finance 

Matsuda,  73,  and  son  Ryuichi,  43,  continue  to  excel  in  a  niche  where  Japan's  banks  falter.  Profits  at 
their  Nichiei  Co.,  which  makes  unsecured  loans  to  Japanese  small  businesses,  rose  46%,  to  $186 
million,  in  the  year  through  March.  Nichiei  opened  five  new  branches  last  year,  bringing  its  total  to  160. 

Masahiro  Ohga  and  family  2.1  Publishing 

Built  Hitotsubashi  Group,  a  publisher  known  for  its  magazines  and  comic  books,  by  paying  close 
attention  to  social  trends,  which  helps  explain  the  popularity  of  Pota.  The  new  magazine,  targeted  at 
middle-aged  men,  is  full  of  stories  on  how  to  survive  Japan's  post-bubble  economy  in  style. 

Ryoichi  Jinnai  and  family  2.1  Consumer  finance 

Control  consumer  loan  company  Promise,  which  is  benefiting  from  the  increased  spread  between 
Japan's  super-low  borrowing  rates  and  its  own  high  lending  rates.  Promise  has  been  expanding  into 
consumer  lending  in  Hong  Kong,  auto  finance  in  Taiwan  and  golf  course  management  in  France. 

Shoji  Uehara  and  family  1.9  Pharmaceuticals,  health  drinks 

Taisho  Pharmaceutical,  Japan's  leading  maker  of  over-the-counter  drugs,  is  coming  off  a  strong  year: 
Aftertax  profits  rose  16%,  to  $305  million,  on  sales  of  $2  billion.  Shoji  Uehara,  68,  remains  Taisho's 
chairman,  and  son-in-law  Akira,  55,  its  president. 

Masakuni  Osano  and  family  1.7  Real  estate,  hotels,  transportation 

In  Japan,  the  Kokusai  Kogyo  Group  resorted  to  property  sales  last  year  to  restore  profitability.  The 
company,  which  is  run  by  Masakuni  Osano,  owns  prime  hotel  and  resort  assets  in  Hawaii,  including 
the  Sheraton  Moana  Surfrider  and  the  Royal  Hawaiian  on  Waikiki  Beach. 

Kenkichi  Nakajima  1.6  Pachinko  machines 

Heiwa  saw  net  profits  and  sales  jump  nearly  40%,  thanks  to  strong  demand  for  pachinko  machines 
that  use  prepaid  cards.  Heiwa,  now  run  by  Kenkichi's  son  Ken,  46,  must  contend  with  the  fact  that 
parlor  operators,  plagued  by  a  rash  of  forged  prepaid  pachinko  cards,  are  likely  to  cut  purchases. 

Kunio  Busujima  1.6  Pachinko  machines 

Busujima— founder  of  Sankyo,  Japan's  leading  pachinko  machine  maker— reportedly  sold  stock  worth 
$230  million  last  summer  when  Sankyo  moved  from  the  over-the-counter  market  to  the  Tokyo  Stock 
Exchange's  second  section.  Sales  and  profits  lagged  the  gains  of  archrival  Heiwa  (see  Nakajima). 

Kenshin  Oshima  1.5  Finance 

Continues  to  give  his  former  employer,  Nichiei  Co.  (see  Matsuda,  above),  a  run  for  its  money  in 
the  small  business  lending  market.  Oshima's  Shohkoh  Fund  reported  recurring  profits  of  $95  mil- 
lion, up  47%,  on  sales  of  $275  million,  up  30%,  in  the  year  through  January. 

Takemitsu  Takizaki  1.4  Sensors 

Founded  Keyence  (originally  Lead  Electric  Corp.)  in  1974  and  has  since  been  expanding  the  $470 
million  (sales)  maker  of  factory  automation  sensors  and  measuring  gear.  At  $140  a  share,  Keyence  is 
the  most  expensive  stock  on  the  Tokyo  Stock  Exchange  in  relation  to  its  par  value  (46  cents). 

Hiroshi  Yamauchi  1.4  Nintendo 

While  Yamauchi's  Nintendo  remains  the  world's  top  videogame  machine  maker,  delays  in  launching  its 
souped-up  64-bit  machines  have  enabled  rivals  Sony  and  Sega  to  grab  market  share.  Nintendo  has 
also  been  stung  by  the  defection  of  its  leading  outside  software  maker,  Square  Co.  (see  Miyamoto,  below). 
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Open  doors  of  communication.  Avenues  to  reach  the  right  person.  These  are  the  routes  to  productivity 
that  active  partnership  travels.  By  maintaining  ongoing  dialogue  among  customers,  brokers  and  our  people, 

we  work  to  create  custom-tailored  risk  management  products  and  solutions  that  yield  superior  results  in 
areas  like  cost  management  and  customer  service.  As  a  member  of  The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer  long-term  active  partnership  to  you.  For  more  information, 
contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

The  Power  of  Partnership* 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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Japan         Tadahiro  Yoshida  and  family  1.3  Zippers,  construction  materials 


Ithough  Yoshida's  YKK  group  is  best  known  for  zippers  and  other  fasteners— it  has  55%  of  the  world  market— 
con;  truction  materials— a  severely  depressed  market  in  Japan— account  for  74%  of  sales.  One  bright  spot  on 
the  horizon:  A  new  housing  loan  program  will  include  special  low  interest  rates  for  well-insulated  homes. 

Den  Fujita  1.3  McDonald's  Japan 

McDonald's  Japan  founder  and  50%  owner.  Faced  with  stagnant  fast  food  sales,  Fujita  last  year  broke 
the  Japanese  taboo  against  discounting  name  brands  and  slashed  burger  prices  an  average  30%.  The 
ploy  was  a  huge  success,  helping  to  boost  sales  18%  and  pretax  profits  54%. 

Hiroshi  Takei  and  family  1.3  Hotels,  real  estate 

Efforts  to  restructure  their  Chisan  Hotel  group  were  disrupted  last  year  when  the  great  Hanshin  earth- 
quake damaged  hotels  in  Kobe  and  Shirahama.  Sales  fell  7.4%,  although  operating  profits  rose  6%, 
to  $65  million.  Chisan  is  run  by  Hiroshi,  51. 

Soichiro  Fukutake  and  family  1.3  Cram  schools 

The  Japanese  obsession  with  scoring  well  on  entrance  exams  for  grade  school  and  college  has  made 
Fukutake's  Benesse  Corp.  Japan's  leading  direct  mail  cram  school.  (See  above.) 


Masafumi  Miyamoto  and  family  1.3  Videogame  software 

Founded  Square  Co.,  now  Japan's  leading  independent  videogame  software  developer.  Earlier  this  year 
Square  Co.  shook  up  the  industry  by  announcing  that  it  would  stop  making  games  for  Nintendo,  and 
switch  to  Sony's  wildly  popular  PlayStation  platform.  (See  above.) 

Masakazu  Shiiki  1.2  Consumer  finance 

Learned  consumer  finance  in  a  pawn  shop.  His  publicly  listed  Sanyo  Shinpan  was  the  first  consumer 
finance  company  in  Japan  to  link  up  with  banks  so  its  customers  could  pull  cash  from  their  automatic 
teller  machines.  Net  profit  margins  are  a  fat  28%. 

Kenichi  Mabuchi  and  family  1.1  Minimotors 

Mabuchi  Motor  dominates  the  world  market  for  the  minimotors  that  drive  devices  such  as  VCRs  and 
CD  players.  Overseas  production  has  helped  insulate  Mabuchi  from  the  rising  yen  but  not  from 
Japan's  high  corporate  tax  rates,  which  helped  cut  consolidated  profits  21%  last  fiscal  year. 

Kazuo  Inamori  1.1  Electronics 

Founded  Kyocera,  the  world's  top  maker  of  ceramic  packages  for  integrated  circuits.  Kyocera  reaped  a 
$330  million  gain  last  year  from  listing  its  South  Carolina  condenser-making  subsidiary,  AVX  Corp.,  on 
the  New  York  Stock  Exchange. 

Isono  family  1.1  Food,  spirits 

Lately,  their  Meidi-ya  food  and  beverage  distribution  and  retailing  business  has  been  feeling  the  heat 
of  increasing  competition  from  discounters  and  catalog  retailers.  In  an  effort  to  shore  up  its  position, 
the  company  is  trying  to  computerize  its  distribution  systems. 


Minoru  Mori 
It  had  to  happen: 
Office  rents  in 
downtown  Tokyo 
are  falling.  To 
ease  the  pain, 
Mori  is  diversifying 
into  residential 
development. 


Eitaro  Itoyama 
So  why  not  buy 
the  Empire  State 
building?  That's 
what  this  former 
politician  has  in 
mind.  Maybe  with 
the  $60  million 
he  says  he  made 
last  year  trading 
currencies. 
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Robertson  Stephens  Mutual  Funds 


A  Bull  Market  In 
Natural  Resources? 

Call  To  Find  Out  Why  The  Robertson  Stephens 
Global  Natural  Resources  Fund  Is  Up: 


28.46% 

17.29% 

18.70% 

Year-to-Date*                        p     Quarter  1996*                      SinCe  IncePtion* 
(5/31/96)                            rirsi  wuaner  i»»o  (11/15/95-3/31/96) 

Portfolio  manager  Andrew  Pilara  (right)  and  fund  geol- 
ogist Borden  Putnam  believe  a  bull  market  in  natural 
resources  is  about  to  begin.  For  an  analysis  of  today's 
natural  resource  markets,  and  a  description  of  their 
fund's  investment  strategy,  they  ask  that  you  please... 

Call  Our  Hotline 

1-800-766-3863 

ext.  207 

E-mail:  funds@rsco.com 
http://www.rsim.com 


For  more  information,  including  management  fees,  expenses,  and  the  special  risks  associated  with 
international  investing  (e.g.,  currency  fluctuations,  differences  in  accounting  practices  and  eco- 
nomic and  political  instability)  and  investing  in  a  particular  sector,  call  Robertson  Stephens  & 
Company  LLC,  distributor,  for  a  prospectus.  Please  read  it  carefully  before  investing.  Performance 
data  quoted  represents  past  performance.  You  should  realize  that  investment  return  and  principal 
value  will  fluctuate,  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original 
cost.  *  Year-to-date  total  return  as  of  5/31/96.  All  other  performance  numbers  are  as  of  3/31/96. 
Inception  date  was  1 1/15/95. 


ROBERTSON 
STEPHENS  & 
COMPANY 


BRINGING  THE  FUND  MANAGER  TO  YOU 


JAPAN,  KOREA 


Estimated 

net  worth 

Country 

Name                       ,  . 

($bil) 

Business 

Japan        Renichi  Takenaka  and  family  1.1  Construction 

Takenaka,  85,  stepped  down  after  51  years  as  president  and  chairman  of  Takenaka  Corp.  Son  Toichi, 
53,  is  the  17th  generation  of  the  family  to  head  the  construction  company,  which  is  heavily  depen- 
dent on  private  construction  orders  at  a  time  of  weak  demand. 


Ryusuke  Kimura  and  family  1.1  Hospital  beds 

Built  Paramount  Bed  into  Japan's  leading  hospital  bed  supplier,  with  a  market  share  topping  70%. 

(See  above.) 


Otani  family  1.0  Hotels 

Yoneichi  Otani,  the  chairman  of  hotelier  New  Otani  Co.,  died  in  May  1995.  His  wife  and  children  paid 
$83  million  in  inheritance  taxes  and  still  have  an  estimated  30%  stake  in  the  company.  Yoneichi's 
son  Kazuhiko  is  now  president  of  New  Otani. 

Toyoda  family  1.0  Toyota 

Handed  over  management  of  Toyota  Motor  Corp.  to  an  outsider,  Hiroshi  Okuda,  last  summer,  for  the 
first  time  in  three  decades.  Shoichiro  Toyoda,  71,  remains  Toyota  Motor  chairman,  but  devotes  most 
of  his  time  to  his  chairmanship  of  Keidanren,  Japan's  premier  business  organization. 

Junichi  Murata  and  family  1.0  Machinery 

Murata  Machinery  is  struggling  to  return  to  profitability  after  losses  for  years  ended  May  1994  and  May  1995.  Although 
still  heavily  reliant  on  textile  machinery,  the  company  anticipates  a  bright  future  for  its  factory  automation  division,  which 
recently  received  a  $47  million  order  from  Hong  Kong's  new  airport  for  automated  cargo  handling  equipment. 

Korea         Chung  Ju-yung  and  family  5.9  Diversified 

Chung  Mong-koo,  58,  the  eldest  surviving  son  of  Hyundai  founder  Chung  Ju-yung,  has  taken  over  from  his 
uncle,  Chung  Se-yung,  68,  as  Hyundai  chairman.  Among  his  key  initiatives:  a  $10  billion  steel  project  and 
a  $1.5  billion  aerospace  center  that  will  produce  wings  for  the  McDonnell  Douglas  MD95  aircraft. 

Lee  Kun-hee  and  family  4.9  Diversified 

Observers  doubt  jail  sentences  are  in  the  offing  for  businessmen— including  Samsung  Chairman  Lee, 
54 — indicted  in  a  political  slush  fund  scandal.  Meanwhile,  Lee  is  planning  a  massive  invasion  of  the 
auto  market  just  as  profits  in  Samsung's  cash  cow  memory  chip  business  are  coming  under  pressure. 

Shin  Kyuk-ho  3.6  Diversified 

His  Lotte  Group  in  Japan,  which  includes  a  confectionary  business,  a  professional  baseball  team  and 
real  estate,  plans  a  joint  venture  in  Vietnam  to  produce  and  market  chewing  gum,  candy  and  biscuits. 
In  his  native  Korea,  Shin's  interests  include  food  and  beverages,  an  amusement  park  and  much  else. 

Koo  Cha-kyung  and  family  2.9  Diversified 

Their  LG  Group  last  year  acquired  the  last  American  maker  of  television  sets,  Zenith  Electronics.  LG 
sees  big  potential  in  Zenith's  development  of  digital  television.  Koo  Bon-moo,  51,  succeeded  his 
father,  Koo  Cha-kyung,  as  chairman  of  the  group  in  February  1995. 

Chey  Jong-hyon  and  family  2.8  Diversified 

Chey's  Sunkyong  Group,  a  major  oil  refiner  and  producer  of  synthetic  fibers,  will  invest  $1.5  billion  in 
Georgia  by  2005  to  build  a  polyester-film  manufacturing  facility.  The  film  is  widely  used  in  video-  and 
audiocassette  tapes,  and  Sunkyong's  facility  is  expected  to  be  the  world's  largest  producer. 

Kim  Woo-choong  and  family  2.3  Diversified 

Kim,  59,  was  among  the  Korean  business  leaders  indicted  for  having  allegedly  made  illicit  payments 
to  a  political  slush  fund;  a  verdict  in  the  case  is  pending.  Meanwhile,  his  plucky  Daewoo  Group  has 
plans  to  become  the  first  South  Korean  conglomerate  to  build  a  plant  in  North  Korea. 

Kim  Suk-won  and  family  1.1  Diversified 

Kim,  50,  left  his  family's  Ssangyong  conglomerate  to  enter  politics;  he  was  elected  to  the  National 
Assembly  in  April.  Ssangyong  is  now  run  by  middle  brother  Kim  Suk-joon,  43,  who  came  up  through 
the  construction  side  of  the  business.  Youngest  brother  Milton,  35,  heads  Ssangyong  Securities. 
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When  others  were  spending 

You  were  investing 
When  others  got  promoted 

You  did  the  promoting 
When  others  were  playing  catch-up 

You  were  ahead  of  the  game 

Now 

Has  your  homeowners  insurance 
kept  pace  with  your  lifestyle? 


■ 


tFund  Insuran 


PRESTIGE'  HOMEOWNERS  INSURANCE.  DESIGNED  FOR  ACHIEVERS. 

For  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 

http://www.the-fund.com 


Fireman's 
Fund 


Imagine  three  and  a  half  billion  hearts 

pounding  as  one. 


Beginning  July  19,  the  world  will  be 
transfixed  by  a  single  event -the  1996  Olympic 
Games.  And  thanks  to  Panasonic  Digital 
Broadcast  Video  Technology,  an  estimated  3.5 
billion  people,  the  greatest  television  audience 
in  history,  will  witness  the  drama  of  the  games. 

From  Athens  to  Zurich,  the  Arctic  to 
Zanzibar,  every  place  on  earth  will  be  able  to 
encounter  the  dazzling  video  images  and 
astounding  audio  captured  by  Panasonic  Digital 
Technology. 

For  those  in  Atlanta,  Panasonic  will  change 
the  way  people  experience  the  games  while  they 
are  at  the  games.  Huge  Astrovision®  Screens 
placed  in  the  Olympic  Stadium  and  in  other 
locations  in  Atlanta  will  take  the  energy  and 
excitement  of  these  live  events  and  make  them 
bigger  than  life. 

During  the  1996  Olympic  Games  in  Atlanta, 
all  that  will  separate  nations  will  be  fractions  of 
an  inch  and  hundredths  of  a  second. 
And  throughout  the  world,  people 
will  be  joined  together  by  the 
Olympic  spirit  and  the  video 
technology  from  one  company. 
Panasonic.  We're  more  than  a 
Atlanta  1996    sponsor.  We're  part  of  the  team. 


Matsushita  Electric 

Panasonic  Technics  cguasar 


_,.    ,       .  .....  , 
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Malaysia      Robert  Kuok  5.7  Diversified 

Since  1993  Kuok,  72,  has  sold  over  $1  billion  worth  of  privately  held  hotel  properties  to  his  Hong 
Kong-listed  Shangri-La  Asia.  By  1997  a  Kuok  joint  venture  with  Coca-Cola  will  have  ten  factories  in 
China  up  and  running  with  a  production  capacity  of  225  million  cases  annually. 

Tiong  Hiew  King  and  family  3.4  Lumber,  media,  salmon 

Own  Malaysia's  largest  timber  outfit,  Rimbunan  Hijau,  and  five  newspapers  throughout  Asia.  Most 
recent  purchase:  Ming  Pao,  one  of  the  oldest  Chinese  newspapers  in  Hong  Kong.  In  New  Zealand,  the 
Tiongs  have  70%  of  the  market  for  farm-raised  salmon. 

Quek  Leng  Chan  and  family  3.3  Diversified 

Their  Hong  Leong  Group,  which  has  interests  in  real  estate,  financial  services  and  manufacturing,  has 
teamed  up  with  Liem  Sioe  Liong  (which  see)  to  buy  5%  of  National  Foods,  Australia's  largest  maker  of 
soft  foods,  yoghurt  and  dairy  products.  And,  in  Malaysia,  it's  looking  to  get  into  food  and  beverages. 

Lim  Goh  Tong  2.7  Diversified 

Lim's  cash-rich  empire  is  Genting  Berhad,  owner  of  Malaysia's  sole  casino.  It  also  includes  plantations 
and  other  real  estate,  cruise  ships,  a  power  plant  and,  soon,  a  newsprint  plant.  Outside  Malaysia,  Lim 
helped  finance  Connecticut's  Foxwoods  Resort  Casino. 


Yaw  Teck-seng  and  family  2.6  Lumber 

Expanded  their  Samling  Corp.  timber  empire  last  year  via  two  takeovers,  boosting  total  holdings  to  11 
million  acres.  On  another  front,  Yaw's  son,  37-year-old  Yaw  Chee  Ming,  who  runs  Samling,  helped  bro- 
ker a  ceasefire  in  a  brutal  price  war  between  Malaysian  and  Indonesian  plywood  producers. 


Teh  Hong  Piow  1.8  Banking 

Started  out  as  a  low-level  clerk  at  Oversea-Chinese  Banking  Corp.,  the  Singapore-based  bank  con- 
trolled by  the  Lee  family  (which  see).  In  1966  he  started  Public  Bank,  now  the  third-largest  bank  in 
Malaysia  with  assets  of  $13  billion.  (See  above.) 

T.  Ananda  Krishnan  1.5  Diversified. 

It's  official:  The  Council  on  Tall  Buildings  and  Urban  Habitat  says  the  Kuala  Lumpur  City  Centre,  a 
Krishnan  project,  is  the  world's  tallest  structure— topping  Chicago's  Sears  Tower  by  some  24  feet. 
Meanwhile,  in  Hong  Kong,  Nina  Wang  {which  see)  plans  an  even  taller  building— the  Nina  Tower. 

Yeoh  Tiong-lay  and  family  1.5  Construction 

Own  47%  of  YTL  Corp.,  one  of  Malaysia's  premier  construction  outfits.  (See  above.) 
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The 
biggest  news 

in  copiers 
and  printers 

since  the 
invention  of 
copiers  and 
printers. 

Oce  is  proud  to  announce  that  Siemens      printing  and  plotting  technologies, 
vlixdorf  Printing  has  joined  our  family.  And  with  our  combined  experience  and  engi- 

As  the  market  leader  in  high-volume,  digital      neering  skills,  the  new  Oce  is  poised  to  lead  the 
minting  systems,  Siemens  Nixdorf  Printing  represents      digital  future  of  reprographics, 
he  perfect  addition  to  the  Oce  Group.  ^ — So  watch  for  the  name  Oce. 

Together,  we'll  offer  one  of  the  world's  /  jK^  Because  today's  big  news  is  just  the  start  of 
most  advanced  lines  of  digital  copying,     oce      some  truly  big  ideas. 

Oce  and  Siemens  Nixdorf  Printing.  The  new  global  force  in  printing. 


MALAYSIA.  PHILIPPINES 


Estimated 

net  worth 

Country 

Name , 

($bll) 

Business 

Malaysia      Tajudin  Ramli  1.4  Airlines,  telecommunications 

As  part  of  his  ongoing  turnaround  of  Malaysian  Airline  System,  Tajudin  is  seeking  an  equity  infusion 
from  a  foreign  company.  On  the  telecom  side,  Ramli's  cellular  operator,  Celcom,  is  poised  to  become 
the  largest  GSM  (global  system  for  mobil  communication)  network  operator  outside  Europe. 

Yahaya  Ahmad  1.1  Automobiles 

Trained  as  an  automotive  engineer,  Ahmad  has  demonstrated  financial  dexterity  in  juggling  assets  in 
his  automotive  assembly  and  distribution  businesses  to  acquire  a  majority  stake  of  local  carmaker 
Proton.  (See  above.) 

Halim  Saad  1.0  Diversified 

One  of  "Daim's  Boys,"  a  group  of  talented  young  technocrats  who  helped  build  modern  Malaysia 
under  the  guidance  of  then-finance  minister  Daim  Zainuddin.  Now  he  oversees  Renong,  which  con- 
trols more  than  a  dozen  companies  and  has  a  market  value  of  $3  billion.  {See  above.) 

Philippines  Tan  Yu  7.0  Real  estate 

Owns  huge  tracts  of  land  spanning  Taiwan,  the  Philippines  and  China  to  Houston,  Las  Vegas  and  San 
Francisco.  Having  bought  a  25,000-acre  island  north  of  the  Philippines  sight  unseen,  Tan  plans  to 
develop  it  into  a  new  Hong  Kong.  (See  above.) 

Jamie  Zobel  de  Ayala  and  family  2.6  Diversified 

Under  Jamie  Ayala's  first  full  year  at  the  helm,  profits  at  Ayala  Corp.,  the  Philippines'  largest  private  sector 
company,  doubled  to  $210  million  after  deducting  1994  nonrecurring  gains.  He  plans  to  invest  $385  million 
in  Ayala's  nascent  telecommunications  unit,  Globe  Telecom,  to  expand  its  fixed  and  cellular  operations. 

George  Ty  2.6  Banking 

In  three  decades,  Ty,  64,  built  Metropolitan  Bank  &  Trust  Co.  into  the  Philippines'  largest  private  bank 
by  catering  to  the  entrepreneurial  ethnic  Chinese.  On  a  seafront  site  in  Manila,  he  plans  to  build 
Metropolitan  Park,  which  he  is  reported  to  have  said  "will  be  like  the  Rockefeller  Center  in  New  York." 

Andrew  Gotianun  2.4  Real  estate 

Filinvest  Land  is  the  Philippines'  second-largest  home  builder,  after  Ayala  Corp.  With  a  growing  back- 
log of  projects,  Gotianun  raised  $160  million  through  a  share  placement  in  holding  company  Filinvest 
Development  Corp.  Also  bought  majority  stake  in  commercial  bank  East-West  Banking  Corp. 

Lucio  Tan  2.2  Tobacco,  beer,  airlines 

Scored  two  victories  in  the  Philippine  Supreme  Court.  The  first  allows  Tan  to  take  majority  control  of 
Philippine  Airlines,  of  which  he  is  chairman,  and  clears  the  way  for  a  much-needed  recapitalization.  The 
other  case — had  it  gone  against  him— would  have  let  the  government  prosecute  him  for  tax  evasion. 


Hong  Hiew  King 
His  family's 
Malaysia-based 
firm  has  about  10 
million  acres 
under  its  control. 


Quek  Leng  Chan 

Cashing  in  big-time  after  losing  a  takeover  battle. 
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For 
Third  Time. 

A i '1/2.  1'j-m  ,c  i<m) 


Most  power  companies  would  be 
thrilled  to  win  the  prestigious  Edison 
Award.  It's  presented  annually  by  the 
Edison  Electric  Institute  to  the  nation's 
most  outstanding  electric  utility  —  truly  a 
once-in-a-lifetime  recognition. 

We've  won  it  for  an  unprecedented 
third  time. 

Duke  Power  would  like  to  thank 
the  Institute  for  again  choosing  us  to 
receive  our  industry's  highest  honor. 
Thanks,  too,  to  each  of  our  more  than 
1.7  million  customers  for  giving  us 


the  opportunity  to  be  our  best. 

And  we'd  especially  like  to  thank  our 
shareholders,  who  year  after  year  have 
encouraged  us  to  greater  heights.  We  will 
continue  to  work  hard  to  justify  your 
faith  in  us. 

We're  proud  of  this  great  honor.  But 
we  know  that  the  laurels  we've  won  are 
not  for  resting  on;  they  are,  instead,  for 
building  on.  So  we  have  placed  the  1995 
Edison  Award  alongside  the  other  two. 
And  have  begun  anew  to  be  the  very  best 
--  all  over  again. 


DUKE  POWER 

Jy) inner,  1 995 'Cxfison  'Jlwarcfl 
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Philippines  John  Gokongwei  Jr.  2.0  Diversified 

His  sprawling  conglomerate,  JG  Summit,  plans  to  launch  an  airline,  Cebu  Pacific  Air,  and  is  part  of  a 
group  planning  a  new  $500  million  airport  terminal.  Also  in  the  works:  spinoffs  of  telecommunica- 
tions company  Digitel  Telecom  and  investment  holding  company  Robina  Capital  Corp. 

Henry  Sy  and  family  2.0  Shopping  Malls 

Top  management  at  SM  Prime  Holdings  consists  of  seven  people— Henry,  two  daughters  and  four 
sons.  Eldest  daughter,  Teresita,  45,  is  heir  apparent.  The  company,  which  owns  department  stores  and 
shopping  malls,  is  looking  for  opportunities  outside  its  traditional  Manila  stronghold. 

Manuel  Villar  and  family  2.0  Housing 

Villar  got  his  start  at  age  25  when  he  bought  two  trucks  to  haul  gravel  and  sand  to  construction  sites. 
Today  his  C&P  Homes  is  the  largest  builder  of  low-cost  housing  in  the  Philippines.  (See  above.) 

Eugenio  Lopez  and  family  1.0  Diversified 

Two  Lopez-controlled  companies,  Benpres  Holdings  and  First  Philippines  Holdings,  are  part  of  a  group 
planning  to  build  a  $650  million  expressway  to  link  Manila  to  the  old  U.S.  Navy  base,  Subic  Bay,  now 
a  free  port.  Benpres  Holdings  is  considered  by  some  to  be  the  No.  1  play  on  Philippine  infrastructure. 


Khoo  Teck  Puat 
Hot  property: 
Try  $1.2  billion 
for  the  market 
value  of  his 
Goodwood  Park 
Hotel  Ltd., 
owner  of 
Singapore's  96- 
year-old  hotel  of 
the  same  name. 


Tsai  Wan-lin 
Nothing's  put  a 
damper  on  the 
stock  of  this 
Taiwanese  insur- 
ance magnate's 
$19  billion  (mar- 
ket cap)  Cathay 
Life  Insurance. 


Singapore    Kwek  Leng  Beng  and  family  5.7  Real  estate,  hotels 

Kwek,  a  cousin  of  Malaysia's  Quek  Leng  Chan  {which  see),  runs  City  Developments,  a  $6  billion  (mar- 
ket cap)  property  developer.  It  recently  spun  off  23  hotels  into  a  new  company,  Millennium  & 
Copthorne  Hotels,  which  raised  $273  million  through  an  offering  on  the  London  Stock  Exchange. 

Khoo  Teck  Puat  3.0  Banking,  hotels 

Owns  over  82%  of  publicly  traded  Goodwood  Park  Hotel,  a  stake  recently  worth  about  $1  billion.  Also  the 
largest  shareholder,  with  a  15%  stake,  in  Standard  Chartered  Bank.  Rumors  of  a  takeover  bid  by  National 
Westminster  Bank  or  BankAmerica  last  year  prompted  analysts  to  question  whether  Khoo  would  sell. 

Lee  family  2.1  Banking,  rubber  plantations 

Lee  Rubber,  the  world's  largest  rubber  company,  enjoyed  a  buoyant  1995,  as  rubber  prices  rose  about 
70%.  The  Lee-controlled  Oversea-Chinese  Banking  Corp.  (OCBC),  meanwhile,  has  announced  plans  to 
merge  its  Malaysian  subsidiary  with  Pacific  Bank  in  Malaysia. 

Wee  Cho  Yaw  1.2  Banking 

Presides  over  UOB  Group,  a  collection  of  14  public  companies— anchored  by  United  Overseas  Bank— 
with  a  combined  market  value  of  $16  billion.  Son,  Wee  Ee  Chao,  runs  Singapore- listed  broker  Kay 
Hian  James  Capei,  as  well  as  the  family's  privately  owned  trading  company,  Kheng  Leong. 
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Do  the 
YouUb 


You  don't  need  a  computer.  Or  a  calculator. 
Or  even  a  sharp  pencil. 

This  one  you  can  figure  in  your  head. 
Because,  fact  is,  the  new  Citation  Bravo  cruises 
faster,  climbs  higher,  offers  more  passenger  comfort 
and  leading-edge  technology  than  any  other  simi- 
larly priced  jet  or  turboprop  manufactured  today. 
Which  makes  the  number-crunching  all  very  simple. 
The  Bravo  flies  up  to  125  mph  faster  and  two  miles 
higher  than  the  best-selling  turboprop.  It  has  a  range 
over  1,600  statute  miles,  carrying  six  passengers  and 
IFR  reserves.  It  features  rugged  trailing-link  gear  for 
softer  landings;  an  airstair  entry  for  easier  boarding; 


three  8  x  7- inch  EFIS  tubes,  including  pilot's  and 
copilot's  Primary  Flight  Displays,  plus  a  Multi-Function 
Display;  and  new-generation  Pratt  &  Whitney  53  OA 
engines  for  more  power  on  less  fuel  than  earlier  versions. 

Better  yet,  Bravo  costs  less  to  operate  and  maintain 
than  any  comparably  sized  new  turboprop  or  light  jet. 
And  Cessna  will  guarantee  that  in  writing. 

So,  add  it  up.  Then  go  with  the  numbers.  Starting 
with  those  that'll  connect  you  to  Roger  Whyte, 
Vice  President,  Worldwide  Sales, 
at  1-800-4-CESSNA.   


Citation  bravo 


Cessna 

A  Textron  Company 


TAIWAN,  THAILAND 


Estimated 

net  worth 

Country 

Name 

($bil) 

Business 

Taiwan        Tsai  Wan-lin  and  family  12.2  Insurance,  financial  services 

So  far,  government  efforts  to  open  the  insurance  market  to  foreign  competition  haven't  hurt  the  Tsai 
family:  Shares  of  flagship  Cathay  Life  Insurance— in  which  the  Tsais  have  an  estimated  49%  stake- 
are  up  74%  in  the  last  year,  giving  the  company  a  staggering  market  cap  of  $19  billion. 


Yue-Che  (Y.C.)  Wang  3.5  Plastics,  electronics 

The  recent  ruckus  over  Chinese  missile  testing  hasn't  slowed  Wang's  expansion  plans  on  the  main- 
land, where  he's  looking  to  invest  $3  billion  in  several  power  plants.  This,  after  having  planned  to 
build  a  second  ethylene  plant  in  the  U.S.  for  $500  million. 

Eugene  Wu  and  family  2.7  Insurance 

Their  Shin  Kong  group,  whose  Shinkong  Life  is  Taiwan's  second-largest  life  insurer  after  Cathay  Life  (see 
Tsai  Wan-lin,  above),  plans  to  produce  PET  plastic,  used  in  such  items  as  soft  drink  bottles,  in  Thailand. 
It's  also  expanding  on  an  alliance  with  Japan's  Mitsukoshi  to  build  department  stores  in  Taiwan. 

Jeffrey  Koo  and  family  2.1  Banking 

After  two  years  of  delays,  the  Koos  were  finally  able  to  acquire  California's  Trans  National  Bank  for 
$20  million.  The  increasingly  internationally-minded  Chinatrust,  of  which  the  Koos  own  40%,  also 
paid  $30  million  for  60%  of  Access  Bank  of  the  Philippines. 

Huang  Shi-hui  1.8  Automobiles,  motorcycles,  banking 

Huang's  Chinfon  Group,  which  produces  autos  in  Taiwan  and  motorcycles  in  China,  is  turning  its  eye 
to  Vietnam.  Chinfon  Bank  is  one  of  only  four  foreign  banks  to  offer  full  commercial  banking  services  in 
Vietnam.  Other  Vietnamese  ventures  include  cement  and  livestock. 

Shi  Wen-long  and  family  1.5  Plastics 

A  fortune  built  on  one  of  the  world's  most  versatile  plastics,  ABS,  which  finds  its  way  into  everything 
from  automobile  bumpers  and  consoles  to  motorcycle  helmets  to  video  camera  housings.  (See  above.) 


Robert  Kuok 
The  real  thing:  By 
next  year  his  joint 
venture  to  bottle 
Coca-Cola  in 
China  will  pro- 
duce 225  million 
cases  annually. 


Dhanin 
Chearavanont 
His  family's  CP 
Group  is  among 
the  biggest  for- 
eign investors 
in  China. 


Chang  Yung-fa  1.1  Shipping,  aviation 

Chang's  Evergreen  Group,  which  owns  one  of  the  world's  largest  container  shipping  lines,  has  been 
buying  into  ports  visited  by  its  ships — a  strategy  consistent  with  his  privately  owned  Eva  Airways- 
opening  hotels  in  cities  it  serves.  In  its  first  four  years  of  operation,  Eva  has  lost  nearly  $220  million. 


Thailand      Dhanin  Chearavanont  and  family 


4.2 


Diversified. 


The>:  Charoen  Pokphand  (CP)  Group  has  interests  ranging  from  agribusiness  to  retailing.  Most  important 
holding:  To!ecomAsia,  whose  market  value  has  slipped  about  35%  in  the  last  year,  to  $4.5  billion,  amid 
concerns  about  delays  in  new  phone  installations  and  lower-than-projected  subscriber  usage. 

Chatri  Sophonpanich  and  family  3.1  Banking 

Chatri's  Bangkok  Bank  (assets,  $41  billion)  is  expanding  in  Vietnam,  Laos  and  Cambodia.  The  intrigu- 
ing early  history  of  the  bank  is  explored  in  a  new  book,  Lords  of  the  Rim,  in  a  chapter  entitled  "The 
Genius,"  taken  from  the  nickname  of  founder  Chin,  father  of  Chatri. 
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j^ow  there's  13  million  more  reasons  to  stay  at  Hilton  this  summer.  Between  July  1  and  September  15, 
thirteen  HHonors  members  with  the  most  qualifying  Double  Dip"  stays  will  earn  1,000,000  airline  miles 
each.  And  every  member  can  earn  up  to  3,000  bonus  miles  too.  Just  three  Double  Dip  stays  with  the  same 
airline  partner  during  the  promotional  period  can  be  worth  1,000  bonus  miles,  up  to  nine 
Double  Dip  stays  for  a  total  of  3,000  miles.  Don't  wait  another  minute-start  requesting 


both  points  and  miles  with  any  of  these  airline  partners:  Air  Canada,  Alaska  Airlines, 
America  West  Airlines;  American  Airlines;  British  Airways,  Continental  Airlines,  Delta  Air  Lines, 
Mexicana  Airlines,  Midwest  Express  Airlines,  Northwest  Airlines,  TWA;  United  Airlines  and  USAir.  With  all 
those  airlines  and  all  those  miles,  it's  the  next  best  thing  to  having  your  own  private  jet.  Visit  us  on  the  Internet 
at  http://www.hilton.com/13mm,  or  for  reservations,  call  your  professional  travel  agent  or  1-800-HILTONS. 


X 


— - 

Hotels  and  Resorts 


ch  of  HHonors'  13  airline  partners  will  award  a  one  million  mile  (one  million  kilometer  on  Mexicana  Airlines.  100.000  Air  Miles  for  British  Airways  U.K.  Executive  Club  Members)  bonus  to  the  member  with  the  most  qualifying  Double  Dip  stays  with  that  airline 
rtner  during  the  promotion.  Qualifying  stays  are  slays  at  business  rates  for  which  you  earn  both  points  and  miles,  (consecutive  nights  at  the  same  HHonors  hotel  count  as  one  stay)  with  check-in  or  check  out  dates  between  7/1/96  and  9/15/96.  Only  one  slay  per 
lendar  day.  Hilton  will  notify  qualifier  by  12/31/96.  In  the  event  of  a  tie,  the  member  who  has  earned  the  greatest  number  of  HHonors  Base  points  during  the  promotional  period  will  qualify  Only  three  1,000  mile  (1,000  kilometer  on  Mexicana  Airlines,  100  Air  Miles 
r  British  Airways  U.K.  Executive  Club  Members)  bonuses  per  member  in  the  promotional  period.  Same  member  cannot  win  more  than  1,000,000  miles  in  12  consecutive  months.  You  must  be  an  HHonors  member  and  an  HHonors  airline  partner  program  member 
receive  points  and  miles.  All  HHonors  and  airline  terms  and  conditions  apply.  Allow  6-8  weeks  for  bonus  miles  to  be  posted  to  your  frequent  flyer  account;  slays  must  be  posted  by  9/30/96  to  qualify.  All  taxes  are  qualifiers'  sole  responsibility.  Qualifiers  must  sign 
d  return  affidavit  of  eligibility  and  liability  and  publicity  ( where  permitted  by  law)  release.  Offer  void  where  prohibited,  taxed  or  restricted  by  law  or  if  award  of  points  and  miles  is  othe  wise  restricted  or  prohibited  by  law.  American  Airlines  and  AAdvantage  are 
gistered  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  the  AAdvantage  program  at  any  time  without  notice.  The  Hilton  logo  and  logotype  are  registered  trademarks  of  Hilton  Hotels  Corporation.  01996  Hilton  Hotels. 


THAILAND 


Estimated 

net  worth 

Country  1 

Jarhe 

($bil) 

Business 

Thailand      Banyong  Lamsam  and  family  2.5  Banking,  telecommunications 

Already  a  major  presence  in  banking  through  their  Thai  Farmers  Bank,  and  in  telecommunications 
through  their  Loxley  Pic.  Now,  through  joint  ventures  with  local  and  international  partners,  they're 
planning  to  build  four  power  stations  that  will  produce  a  total  of  nearly  4,000  megawatts. 

Thaksin  Shinawatra  and  family  2.1  Telecommunications 

Thaksin  left  Shinawatra  Computer  and  Communications  in  1994  to  enter  politics.  Now  deputy  prime 
minister,  he  has  been  trying  to  untangle  Bangkok's  horrendously  snarled  traffic  flow.  According  to  one 
survey,  he  has  shaved  10  minutes  off  the  time  to  travel  two  miles  through  downtown  to  20  minutes. 

Chaijudh  Karnasuta  and  family  1.9  Construction 

Own  80%  of  Thailand's  largest  construction  firm,  Italian-Thai  Development,  which  is  either  eyeing,  or 
involved  in,  a  wide  range  of  Asian  projects  including  an  international  airport  in  Burma,  a  dam  in  Laos 
and  a  commuter  railway  project  in  Bangkok. 

Piya  Bhirombhakdi  and  family  1.7  Beer 

Their  Boon  Rawd  Brewery,  famous  for  its  Singha  brand,  has  been  fending  off  a  threat  from  Denmark's 
Carlsberg.  The  family,  having  already  expanded  into  fruit  juices,  now  plans  to  market  Thailand's  first 
locally  produced  wine,  after  much  research  to  adapt  grapes  to  Thailand's  tropical  climate. 

Boonchai  Bencharongkul  and  family  1.7  Telecommunications 

United  Communication  Industry  (UCOM)  is  Thailand's  second-largest  mobile  phone  operator  after 
Shinawatra  (which  see),  and  is  a  major  importer  of  Motorola's  communications  equipment.  Now 
UCOM  is  petitioning  the  government  for  permission  to  install  fixed  lines. 

Prachai  Leophairatana  and  family  1.5  Petrochemicals 

Control  Thai  Petrochemical  Industry,  builder  of  Thailand's  first  petrochemical  plant.  TPI's  operating 
income  tripled  last  year,  to  $153  million,  on  sales  of  $800  million.  TPI  has  a  deal  with  Kuwait 
Petroleum  Corp.  to  build  a  $200  million  oil  refinery  in  southern  Thailand,  due  to  come  on  line  by  1998. 

Krit  Ratanarak  and  family  1.4  Banking,  cement 

Regarded  as  the  most  conservative  Thai  bank,  the  Ratanaraks'  Bank  of  Ayudhya  (assets,  $12  billion) 
has  begun  to  focus  on  improving  return  on  assets— at  1.4%,  currently  the  lowest  among  Thai  banks. 
Also  own  stake  in  Siam  City  Cement,  the  second-largest  cement  producer  in  Thailand. 

Boonsong  Asavabhokhin  and  family  1.0  Housing,  real  estate 

Son  Anant,  46,  runs  Land  &  Houses,  which  develops  housing  for  Thailand's  growing  middle  and 
upper-middle  classes.  Hit  by  the  government's  hike  of  lending  rates,  and  the  aftereffects  of  floods  in 
the  latter  half  of  1995,  Land  &  Houses  has  seen  its  stock  fall  35%  from  its  high  in  June  of  last  year. 


Thaksin  Shinawatra 
Gridlock  alert: 
This  telecommuni- 
cations-tycoon- 
turned-politician 
wants  to  unsnarl 
Bangkok's  mas- 
sive traffic  jams. 
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FREE  REPORTS 
FROM  A  SELECT  GROUP  OF 
AMERICA'S  FASTEST-GROWING  COMPANIES 


The  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
attached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using  data 
provided  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  grow  th  companies  in  America  invited  to  appear. 

Invited  companies  ranged  in  size  from  a  few  giants  of  corporate  America  to  emerging  growth  companies  with  sales 
of  at  least  $5  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends,  size 
and  stock  price  —  none  under  $2.00  per  share. 

Only  15%  of  all  companies  on  Compustat's  database  passed  these  tests  and  were  invited  to  make  this 
free  offer  of  investor  information.  Thirty-two  of  these  exceptional  companies  appear  below. 


1.  Aames  Financial  Corporation 

mortgage  banking 

2.  American  Paging,  Inc. 

radio  paging 

3.  Applied  Materials 

semiconductor  capital  equipment 

4.  Biogen,  Inc. 

biotechnology  / human  pharmaceuticals 

5.  BTG,  Inc. 

systems  integration  &  Internet  services 

6.  Cavalier  Homes,  Inc. 

manufactured  housing 

7.  CBT  Group  PLC 

interactive  educational  software 

8.  ContiFinancial  Corporation 

home  equity  &  other  consumer  /  comm'l  loans 

9.  Dignity  Partners,  Inc. 

purchase  of  individual's  life  ins.  policy  benefits 

10.  DSP  Technology  Inc. 

electronic  measurement  &  control  systems 

11.  Fabri-Centers  of  America,  Inc. 

fabric  and  craft  retailer 

12.  General  Communication,  Inc. 

telecommunications 

13.  Grow  Biz  International,  Inc. 

franchisor  of  new  &  used  retail  stores 

14  IDEX  Corporation 

mfr.  fluid  handling  &  industrial  products 

15.  ITI  Technologies,  Inc. 

leading  mfg.  of  wireless  security  systems 

16.  JB  Oxford  Holdings,  Inc. 

deep  discount  stock  broker 


17.  JPE,  Inc. 

mfr.  auto  /truck  parts  for  OEM  &  aftermarket 

18.  Legato  Systems,  Inc. 

storage  management  software 

19.  Medtronic,  Inc. 

therapeutic  medical  technologies 

20.  Mentor  Corporation 

world  leader  in  surgical  implants 

21.  Mercury  Air  Group,  Inc. 

aircraft  service 

22.  Mity-Lite,  Inc. 

institutional  furniture 

23.  The  Morgan  Group,  Inc. 

service  and  outsourcing  company 

24.  Motorcar  Parts  &  Accessories,  Inc. 

remanufacturer,  auto  parts 

25.  Paul-Son  Gaming  Corporation 

world's  largest  table  gaming  mfgr. 

26.  Primark  Corporation 

global  information  services 

27.  Programmer's  Paradise,  Inc. 

software  distribution 

28.  Read-Rite  Corporation 

manufacturer-recording  heads  for  disk  drives 

29.  Roberts  Pharmaceutical  Corporation 

pharmaceutical  development  and  sales 

30.  S3  Incorporated 

acceleration  prod,  for  PC  graphics  &  multimedia 

31  SPSS  Inc. 

statistical  analysis  software  &  services 

32  Walbro  Corporation 

fuel  systems  manufacturing 


Please  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive. 
Your  request  will  be  forwarded  to  each  company  and  information  mailed  promptly.  Deadline  for  response  9/30/96. 
1  -  2  -  3  -  4  -  5  -  6  -  7  -  8  -  9  - 10  - 11  - 12  - 13  - 14  - 15  - 16  - 17  - 18  - 19  ■  20  -  21  -  22  -  23  -  24  ■  25  ■  26  -  27  -  28  -  29  -  30  -  31  -  32 

I  am  a  (circle  one): 


Name  &  Title 
Company^ 
Street  


City,  State,  Zip  

Return  Coupon  to:  NCS,  7995  E.  HAMPDEN  WE.,  SUITE  205,  DENVER,  CO  80231 


A.  Private  Investor 

B.  Stockbroker 

C.  Securities  Sales  Mgr. 

D.  Security  Analyst 

E.  Portfolio  Manager 

F.  Investment  Club 

G.  Cert.  Finc'l.  Planner 

H.  Other 


D  1996  National  Corporate  Services.  Inc.  National  Corporate  Servic 
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FOR  ALL  THE  INVESTOR  INFORMATION  ON  THE  INTERNET,  GO  TO  ht1:p://www.natcorp.com/ir 


The  Americas 


By  Natasha  Bacigalupo,  Kerry  A.  Dolan 
and  Stephen  S.  Johnson 

New  names  this  year 
BRAZIL 

Abilio  Diniz  and  family 

In  1948  Valentim  dos  Santos  Diniz, 
a  Portuguese  immigrant,  opened  a 
candy  store  in  Sao  Paulo,  but  later 
switched  to  supermarkets.  By  the  late 
1960s  the  family  was  operating  its 
Pao  de  Acucar  stores  in  Portugal, 
Angola  and  Spain.  In  the  late  1980s 
the  operation  stumbled,  profits 
plunged,  and  Valentim's  five  children 
fought  one  other  for  control  of  the 
company.  Eldest  son,  Abilio,  59, 
eventually  won  out  in  1993. 

An  athlete  who  has  run  the  New 
York  City  marathon  twice,  Abilio 
reorganized  Pao  de  Acucar  in  the  last 


several  years,  reducing  the  store     Luiz  Alberto  Garcia 

count  from  549  to  220.  With  rev-  His  family's  Grupo  ABC  Algar  owns  Brazil's  only  private  telephone  company, 
enues  of  $3  billion,  Pao  de  Acucar  is  i^^^D 


Michael  G.  DeGroote 
in  1990,  with  grand- 
son Devin. 
"Persistence  is 
one  of  my 
favorite  words," 
he  says.  "I  play 
some  tennis, 
but  my  focus  is 
mainly  on  work. 


now  Brazil's  second-largest  food 
retailer.  Last  August  Abilio  sold  15% 
to  the  public.  With  the  remaining 
stock  and  real  estate,  the  family's  net 
worth  is  estimated  at  $1.2  billion. 

Two  of  Abflio's  four  children  work 
at  Pao  de  Acucar:  Joao  Paulo,  32, 
handles  real  estate,  while  Ana  Maria, 
34,  heads  up  marketing  and  is 
Abilio's  likely  successor.  Another  son, 
Pedro  Paulo,  is  a  Formula  One  race 
car  driver.-K.A.D. 

Luiz  Alberto  Garcia  and  family 

Luiz  Alberto  Garcia  presides  over  a 
fortune  estimated  at  $1.2  billion. 
Grupo  ABC  Algar  (1995  revenues, 
$600  million)  was  started  in  1940  by 
his  father,  an  immigrant  from  Portu- 
gal who  opened  a  General  Motors 
dealership  in  Uberlandia,  350  miles 
north  of  Sao  Paulo.  Grupo  ABC  Algar 
still  owns  GM  and  Ford  dealerships, 
but  telecommunications  and  infor- 
mation systems  account  for  70%  of 
revenues. 
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Bobby  Kennedy  Jr.  (left)  and  Alvaro  Noboa  (right),  looking  happy  at  a  recent  fundraiser. 
But  in  court,  Noboa's  battling  his  stepmother  over  the  family  banana  empire. 


Patriarch  Alexandrino  founded 
Companhia  de  Telefones  do  Brasil 
Central  in  1954  "because  existing  ser- 
vice was  so  bad,"  says  Luiz.  It's 
grown  from  500  to  300,000  wired 
lines;  two  years  ago  it  began  offering 
cellular  service.  Other  businesses 
include  Latin  America's  largest  fiber- 
optics  manufacturer,  and  ABC  Bull 
Telematic,  a  joint  venture  with  Bull 
S.A.  of  France. 

Grupo  Algar  is  privately  held,  but 
the  clan  plans  to  take  the  company 
public  in  Brazil  and  the  U.S.  in  late 
1997.  Sixty-year-old  Luiz  has  a  son, 
Luis  Alexandre,  30,  who  works  for 
Bull  in  Paris,  and  a  daughter,  Ana 
Marta,  33.-K.A.D. 

CANADA 

Michael  G.  DeGroote 

Michael  G.  DeGroote  emigrated 
from  Belgium  to  Canada  in  1948, 
when  he  was  14.  He  went  straight  to 
work  on  his  family's  tobacco  farm 
near  Toronto.  At  26,  he  bought  a  lit- 
tle trucking  company  called  Laidlaw 
Transport  Ltd.  Over  the  next  30 
years  he  expanded  Laidlaw  into 
waste  hauling  and  school  bus  opera- 
tions— buying  up  600  companies. 
He  sold  out  to  Canadian  Pacific  in 
1988  for  $345  million. 

In  1991  DeGroote  bought  control 
of  what  is  now  Republic  Industries, 
another  waste  hauler,  for  $65  million. 
Last  year  he  handed  management  of 


Republic  over  to  an  old  friend,  Forbes 
Four  Hundred  member  Wayne 
Huizenga,  a  founder  of  waste-hauler 
Waste  Management  (now  WMX 
Technologies).  Since  then  the  value  of 
DeGroote's  16%  stake  in  Republic  has 
increased,  to  nearly  $800  million. 

His  one  black  spot  is  a  1993  run- 
in  with  the  Ontario  Securities 
Commission  when  he  and  several 
associates  paid  $17  million  to  settle 
allegations  involving  the  short-sell- 
ing of  Laidlaw  stock  in  1991.  Now 
62,  DeGroote  has  an  estimated  net 
worth  of  $1.2  billion.  He  resides  in 


Bermuda  to  escape  the  high 
Canadian  tax  rate,  but  he  remains  a 
Canadian  citizen.  "Persistence  is  one 
of  my  favorite  words,"  he  says.  "I 
play  some  tennis,  but  my  focus  is 
mainly  on  work. "-S. S.J. 

CHILE 

Jose  Said  Saffie  and 
Jaime  Said  Demaria 

Bankers  and  Coca-Cola  bottlers 
whose  forebears  came  from  Palestine 
via  Peru,  these  cousins  lost  most  of 
their  assets  in  the  late  1960s  under 
the  socialist  Allende  regime.  Jaime 
left  for  Bolivia,  returning  in  1973 
after  Allende  was  ousted.  The  family 
then  bought  stakes  in  a  small  bank, 
Banco  bhif,  and  a  Coca-Cola  botder, 
Embotelladora  Andina. 

Today  publicly  traded  Andina 
dominates  Chile's  soft  drink  busi- 
ness. It  has  a  market  capitalization 
that  tops  $2  billion,  very  litde  debt 
and  bought  competing  botders  in 
Argentina  and  Brazil.  The  Saids  also 
own  a  real  estate  company,  Parque 
Arauco,  that  is  developing  a  $120 
million  shopping  center  and  enter- 
tainment complex  with  George  Soros 
in  downtown  Buenos  Ares.  -N.B. 

ECUADOR 

Noboa  family 

The  late  Luis  (Lucho)  Noboa  started 
Exportadora  Bananera  Noboa  S.A., 


Abilio  Diniz  (center) 

A  marathoner  who  fought  his  siblings  for  control  of  the  family  supermarket  chain. 
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now  the  world's  fourth-largest 
banana  producer.  Lucho  Noboa 
expanded  into  shipping,  banking, 
automobile  assembly  and  flour 
milling.  The  empire  is  now  worth  at 
least  $1.2  billion. 

Lucho  Noboa  died  in  1994,  and 
his  heirs  are  fighting  in  courts  in 
New  York  and  Ecuador.  Second  son 
Alvaro  Noboa,  45,  wants  to  wrest 
control  of  the  Noboa  companies 
away  from  his  65-year-old  stepmoth- 
er, Mercedes  Santistevan  de  Noboa. 
He  already  controls  Grupo  de 
Empresas  AB  Alvaro  Noboa,  which 
includes  Ecuador's  largest  real  estate 
developer,  and  a  collection  of  busi- 
nesses that  he  inherited  from  his 
father,  including  the  flour  mill  and 
an  exporter  of  coffee  and  cocoa.  His 
stepmother  still  controls  the  valuable 
banana  export  business.-K.A.D. 

MEXICO 

Isaac  Saba  Raffoul 
and  family 

Isaac  Saba  Raffoul's  father  emigrated 
from  Aleppo,  Syria  to  Mexico  at  the 
turn  of  the  century.  He  was  13  and 
spoke  no  Spanish.  He  started  a  suc- 
cessful corner  store  which  his  son 
Isaac  then  turned  into  one  of 
Mexico's  largest  textile  conglomer- 
ates, Industrias  Ocotlan. 

Isaac,  72,  now  oversees  an  empire 
that  includes  a  30%  stake  in  Mexico's 
biggest  synthetics  manufacturer, 
Celanese  Mexicana  SA.  (Germany's 
Hoechst  purchased  a  majority  stake 
in  1989.) 

The  Sabas  have  real  estate  hold- 
ings in  Mexico  City  and  throughout 
the  country,  and  have  been  picking 
up  properties  at  distressed  prices 
from  banks  buckling  under  the 
December  1994  peso  devaluation. 
Other  Saba  assets  include  Acapulco's 
Hyatt  Regency,  and  the  second- 
largest  holding  in  Banca  Serfin.  In 
1993  Isaac's  brother,  Alberto  Saba, 
bought  around  35%  of  the  privatized 
Television  Azteca  network.  Alberto 
also  runs  Operadora  de  Teatros,  a 
movie  theater  chain  with  180 
screens.  Family's  estimated  net 
worth:  $1  billion .-N.B. 

Autrey  family 

Four  brothers:  Sergio,  Xavier,  Carlos 
and  Adolfo.  Sergio,  45  and  one  of 


Mexico's  top  art  collectors,  runs 
Grupo  Casa  Autrey,  a  New  York 
Stock  Exchange-listed  wholesale 
pharmaceutical  distributor  (FORBES, 
Sept.  12,  1994).  Baby  brother  Xavier, 
43,  heads  Altos  Hornos  de  Mexico, 
the  country's  largest  maker  of  flat- 
rolled  steel  (sales,  $1  billion).  With 
the  peso  weak,  exports  orders  have 
been  strong;  the  steel  company's 
shares  have  more  than  tripled  in 
value  in  the  last  year,  pushing  its 
market  capitalization  to  well  over  $1 
billion.  In  1994  it  formed  a  joint 
venture  with  Inland  Steel  of  the  U.S. 

Carlos  Autrey,  50,  looks  after  the 
family's  stake  in  banking  group 
Inverlat.  Big  brother  Adolfo,  52, 
runs  smaller,  private  businesses 
owned  by  the  family,  including  a 
stake  in  commuter  airline  Trans- 
poses Aeromar.-K.A.D. 

PERU 

Brescia  family 

After  arriving  in  Lima  from  Italy  in 
the  1930s,  Pedro  and  Mario 
Brescia's  father  bought  farmland 


around  the  capital.  One  purchase, 
part  of  a  hacienda  called  San  Isidro, 
is  now  the  core  of  Lima's  financial 
center. 

Pedro  Brescia,  now  73,  never 
married.  Under  him  the  Brescias 
amassed  a  70%  stake  in  Minsur, 
Peru's  largest  tin  producer,  and  con- 
trol of  Intursa,  a  leading  owner  of 
hotels.  Mario  Brescia's  three  sons — 
Mario,  Pedro  and  Fortunato — all  sit 
on  boards  of  family  firms,  but  the 
heir  apparent  is  38 -year-old  Alex 
Fort  Brescia,  son  of  the  younger  sis- 
ter of  Pedro  and  Mario.  Educated  at 
Columbia  University,  Alex  runs 
Rjmac  International,  the  family's 
growing  insurance  business. 

The  Brescias  won  a  bid  with  a 
Spanish  bank  in  April  1995  for  con- 
trol of  Lima's  privatized  Banco 
Continental.  Today  Banco  Conti- 
nental is  Peru's  third-largest  finan- 
cial group  (assets,  $1.9  billion).  The 
family  is  shifting  its  focus  to  finan- 
cial investments,  having  sold  the 
Atacocha  lead  and  zinc  mine  and 
invested  in  insurance,  banks  and  a 
pension  fund.  Estimated  net  worth 
is  $1  billion.-N.B.  wm 
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way  to  manage  it  all. 
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e  experts  at  managing  money. 


After  all,  we're  one  of  the 
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over  200  other  well-known  companies.  Just  take  a  look  at  the  chart. 
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ment specialists.  Even  fax  you  stock  reports  from  Standard  &  Poor's? 

You  can  check  up  on  your  investments,  even  change  your  investments, 
'round  the  clock.  By  phone  or  PC.  Seven  days  a  week. 

We  believe  the  more  you  know,  the  more  successful  an  investor 
you'll  be.  And  that  belief  even  comes  through  in  our  consolidated, 


simplified  statement.  It  gives  you  a  bottom-line  read  on  how  all  your 
money's  doing  at  a  glance. 

At  Fidelity,  managing  money  is  our  life's  work.  And  that's  why, 


investing  at  Fidelity  can  mean  less  work  for  you.  Call  us  today. 
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It's  Bigger  than  the  INTERNET. 

It's  about  global  commerce.  And  day-to-day  business. 
It's  about  staying  competitive. 


With  total  access,  there  are  no  limits  to  where  you 
can  go...  or  who  you  can  do  business  with. 

U.S.  Robotics  provides  end-to-end  information  access 
solutions  for  every  level  of  your  organization  -  giving 
you  an  edge  on  the  competition. 

We  provide  the  technology  to  access  a  future 
without  limits. 
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THE  AMERICAS 


ARGENTINA,  BRAZIL 


Country           Name  , 

■  '£ 

Estimated 
net  worth 
($bil)  Business 

Argentina     Gregorio  Perez  Companc  and  family  3.6  Diversified 

Strong  exports  helped  energy-based  conglomerate  Compania  Naviera  Perez  Companc,  headed  by 
Gregorio  (Goyo)  Perez  Companc,  weather  the  tequila  effect  of  the  Mexican  peso  crisis.  Another  family 
holding,  Banco  Rio  de  la  Plata,  has  become  a  force  in  retail  banking. 


Roberto  Rocca  and  family  2.0  Diversified 

Rocca-controlled  steelmaker  Siderar  was  the  first  Argentinean  industrial  company  to  issue  shares 
through  a  global  IPO,  raising  $78  million  in  an  April  offering.  And  with  its  purchase  this  year  of  37% 
of  Italy's  Dalmine,  the  Rocca's  Siderca  became  the  world's  largest  producer  of  seamless  steel  pipe. 

Bemberg  family  1.1  Brewing,  investments 

After  losing  a  bid  for  Canadian  brewer  John  Labatt  Ltd.,  the  Bembergs'  Quilmes  Industrial  snapped  up 
two  Bolivian  breweries.  Quilmes  still  rules  the  Argentinean  market,  but  Brazil's  Brahma  and  other 
firms  are  encroaching— prompting  Quilmes  to  boost  marketing  expenses  in  the  past  two  years. 

Brazil         Antonio  Ermirio  de  Moraes  and  family  5.1  Diversified 

Own  96%  of  Votorantim,  Brazil's  largest  conglomerate,  with  interests  in  cement,  steel,  mining  and 
banking.  Antonio,  68,  still  heads  the  group,  but  control  is  gradually  shifting  to  the  next  generation. 
Nephew  Jose  Ermirio  de  Moraes  Filho  heads  the  board  of  holding  company  Industrias  Votorantim. 

Julio  Rafael  de  Aragao  Bozano  2.5  Financial  services,  diversified 

Owns  two-thirds  of  Grupo  Bozano,  Simonsen,  whose  interests  range  from  gold  mining  to  banking.  With 
Banco  Bozano,  Simonsen  has  moved  into  venture  capital.  Bozano  recently  reaped  a  tidy  profit  from 
the  sale  of  Bozano,  Simonsen's  stakes  in  several  Brazilian  steel  companies. 

Roberto  Marinho  2.1  Media 

Nominally  heads  Brazilian  media  conglomerate  Globo,  although  his  three  sons  have  assumed  most  of 
the  real  responsibilities.  Globo  plans  a  satellite  TV  service  with  News  Corp.  and  two  other  partners.  It 
also  joined  with  AT&T  and  Bradesco,  one  of  Brazil's  largest  banks,  in  a  cellular  telephone  venture. 

Camargo  family  2.0  Construction 

Since  patriarch  Sebastiao  Camargo  died  in  1994,  his  widow,  Dirce  Navarro  de  Camargo  Penteado,  has 
overseen  construction  conglomerate  Camargo  Correa.  In  March  she  handed  over  day-to-day  manage- 
ment to  an  outside  executive.  The  three  Camargo  daughters  have  no  role  in  the  business. 

Roberto  and  Gabriel  Andrade  1.2  Construction 

Own  two-thirds  of  Construtora  Andrade  Gutierrez,  one  of  Brazil's  largest  construction  companies, 
which  has  operations  throughout  the  globe  (1995  sales,  $690  million).  The  group  also  has  interests 
in  oil  drilling,  telecommunications,  diamond  mining  and  cattle  breeding. 

Abi'lio  Diniz  and  family  1.2  Supermarkets 

What  began  as  a  candy  store  is  now  Brazil's  second-largest  food  retailer,  Pao  de  Agucar.  Abilio  spent 
the  last  several  years  restructuring  the  chain,  made  it  profitable  again,  and  sold  15%  to  the  public 
last  year.  Its  stock  has  since  risen  over  45%.  (See  above.) 

Luiz  Alberto  Garcia  and  family  1.2  Telecommunications,  diversified 

Garcia's  father  Alexandrino  founded  Grupo  ABC  Algar,  which  owns  Brazil's  only  private  telephone  com- 
pany and  Latin  America's  largest  maker  of  fiber  optics.  Other  interests  include  car  dealerships,  hotels, 
and  agribusiness.  (See  above.) 

Lecn  Feffer  and  family  1.1  Diversified 

Leon,  94,  and  son  Max,  68,  own  nearly  all  of  Nemofeffer,  one  of  Brazil's  largest  conglomerates.  Its 
biggest  unit,  publicly  traded  paper  concern  Companhia  Suzano  de  Papel  e  Celulose,  saw  profits  rise 
70%,  to  $77.4  million,  last  year  on  revenue  of  $1.1  billion,  thanks  to  high  paper  and  pulp  prices. 

Larragoiti  family  1.0  Insurance 

Sisters  Beatriz  and  Ema,  both  in  their  60s,  control  Sul  America,  Latin  America's  biggest  life  and 
healih  insurer,  which  owns  stakes  in  a  petrochemical  refinery  and  other  industrial  companies.  Beatriz's 
son  Patrick,  a  vice  president  at  the  101-year-old  company,  is  being  groomed  to  take  over. 
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Simon  Moore,  Glass  Designer 
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Brazil 


Canada 


Chile 


jorberto  Odebrecht  and  family 


1.0 


Construction,  petrochemicals 


Odebrecht  S.A.  is  the  holding  company  for  more  than  100  construction  and  petrochemical  businesses 
worldwide.  In  February,  Odebrecht  won  a  $4.8  billion  concession  with  Fluor  Corp.  and  Bombardier  of 
Canada  to  build  a  bullet  train  linking  several  cities  in  Florida.  Norberto  and  his  family  own  44%. 

Kenneth  R.  Thomson  7.4  Media,  retailing,  real  estate 

Thomson  Corp.  owns  136  newspapers  including  Toronto's  Globe  &  Mail.  Now  focusing  on  advertising- 
driven  (as  opposed  to  circulation-driven)  media.  Bought  legal  publisher,  West  Publishing,  for  $3.4  bil- 
lion. Thomson,  71,  also  has  stakes  in  retailer  Hudson's  Bay  Co.  and  Markborough  Properties. 

Irving  family  3.5  Diversified 

Sons  of  industrialist  K.C.  Irving  (d.  1992)  control  an  empire  that  dominates  Atlantic  Canada's  com- 
merce: James  (J.K.),  67,  runs  forest  products  and  New  Brunswick  Publishing  Co.;  Jack,  63,  runs 
shipbuilding;  Arthur,  64,  runs  Irving  Oil  Ltd.  (refining,  tankers,  gas  stations). 

Charles  Bronfman  2.6  Beverages,  spirits 

Charles,  65,  and  American  brother  Edgar  own  a  combined  32%  of  Montreal  beverage  and  spirits  giant 
Seagram  Co.  Seagram,  under  Chief  Executive  Edgar  Jr.,  owns  80%  of  MCA.  Charles  also  has  39%  of 
movie  house  chain  Cineplex  Odeon,  and  is  investing  in  Israeli  companies,  including  ECI  Telecom. 

Michael  G.  DeGroote  1.2  Diversified 

Built  Laidlaw  into  North  America's  largest  school  bus  operator  and  third-largest  waste  hauler.  Began 
investing  with  Blockbuster  Video  founder  Wayne  Huizenga  in  1988.  Their  latest  venture,  Republic 
Industries,  has  seen  market  value  grow  from  $300  million  to  $4.8  billion  in  the  last  year.  (See  above.) 

Galen  Weston  and  family  1.1  Food 

Galen,  along  with  eight  siblings,  has  57%  of  Toronto  food  and  grocery  giant  George  Weston  Ltd. 
(1995  sales,  $9.5  billion).  Younger  brother  of  Garry  Weston  (which  see),  Galen  is  developing  two 
resorts  in  Vero  Beach,  Fla.  Also  has  retail,  hotel  and  property  investments  in  Canada. 

Anacleto  Angelini  and  family  2.3  Diversified 

Angelini,  82,  founded  an  empire  built  on  forestry  and  fishing.  Together  with  the  Angelinis,  New 
Zealand  papermaker  Carter  Holt  Harvey  owns  60%  of  energy  conglomerate  Copec.  Holt  wants  voting 
rights  on  the  board,  but  the  Angelinis,  who  control  the  stake,  don't  want  to  give  them  up. 

Andronico  Luksic  and  family  2.2  Diversified 

A  fortune  originally  built  on  mining.  Today,  the  Luksics  own  65%  of  bank  holding  company  O'Higgins 
Central  Hispano.  Its  Banco  O'Higgins  and  Banco  de  Santiago  plan  to  merge,  forming  the  largest  pri- 
vate sector  bank  in  Chile.  In  the  past  year,  Luksic,  68,  has  bought  up  banks  in  Peru  and  Argentina. 

Matte  family  1.7  Banking,  paper 

Owns  a  controlling  stake  in  CMPC,  a  pulp  and  paper  goods  maker  which  has  been  building  up  its 
paper  companies  in  Chile  and  Uruguay.  Bank  holding  company  Bicecorp,  owned  with  the  Rothschild 
family  (which  see),  opened  an  investment  banking  operation  in  Argentina  last  year,  but  it  soon  fizzled. 

Jose  Said  Saffie  and  Jaime  Said  Demana        1.3  Beverages,  banking,  real  estate 

Cousins  whose  forebears  came  from  Palestine  via  Peru.  Today  their  publicly  traded  Embotelladora 
Andina  dominates  Chile's  soft  drink  business.  Also  active  in  banking  and  real  estate.  (See  above.) 


Colombia     Luis  Carlos  Sarmiento  Angulo  1.6  Diversified 

Sarmiento's  son,  Cornell  grad  Luis  Carlos  Sarmiento  Jr.,  35,  is  back  home  after  seven  years  in  New 
York  working  at  the  family's  First  Bank  of  the  Americas,  and  a  stint  at  Procter  &  Gamble.  Now  he's 
bidding  for  long  distance  telephone  licenses  being  offered  by  the  government. 

Carlos  Ardila  Lulle  1.3  Soft  drinks,  diversified 

Startup  Cerverceria  Leona  is  grabbing  market  share  from  brewing  giant  Bavaria,  owned  by  rival  Santo 
Domingo  (which  see).  A  big  help:  the  distribution  system  already  in  place  for  Ardila-owned  Grupo 
Gaseosas,  one  of  the  largest  soft  drink  bottlers  in  the  country. 
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The  1997  LeSabre. 
Feeling  safe.. Being  secure. 

Whether  they're  driving  to  family  reunions  or  going  on  family  vacations,  more  American  families  are  relying 
on  the  safety,  reliability,  and  comfort  of  Buick  LeSabre.  A  full-size  car  that's  full  of  standard  features  — 
dual  air  bags,  anti-lock  brakes,  seating  for  six,  and  an  award-winning  3800  Series  II  engine.  Features  many 
other  cars  offer  only  as  options.  But  when  it  comes  to  a  family's  security,  some  things  should  never 
be  an  option.  That's  the  peace  of  mind  of  Buick  LeSabre.  America's  most  trusted  full-size  car. 
Visit  our  Web  site  at  http://www.buick.com  or  call  1-800-4A-BU1CK. 

Peace    of  mind 


THE  AMERICAS 


COLOMBIA,  ECUADOR,  MEXICO 


Estimated 
net  worth 
($bil) 


Business 


Colombia 


Ecuador 


Mexico 


ulio  Santo  Domingo  and  family  1.3  Beer,  diversified 

Santo  Domingo,  70-year-old  owner  of  brewing  giant  Bavaria,  has  been  the  most  prominent  Colombian 
businessman  supporting  scandal-ridden  President  Ernesto  Samper,  who  has  been  accused  of  funding 
his  campaign  with  drug  money. 

Noboa  family  1.2  Bananas,  diversified 

Alvaro  Noboa  is  battling  his  stepmother,  Mercedes  Santistevan  de  Noboa,  for  control  of  an  empire 
whose  centerpiece  is  the  world's  fourth-largest  banana  company,  Exportadora  Bananera  Noboa  SA. 
(See  above.) 

Carlos  Slim  Helu  and  family  6.1  Diversified 

Slim's  Grupo  Carso  spun  off  its  controlling  stake  in  Telefonos  de  Mexico  into  a  separate  company, 
Carso  Global  Telecom.  Carso  Global  then  acquired  a  stake  in  privately  held  International  Wireless, 
which  in  turn  purchased  computer  on-line  service  company  Prodigy  from  IBM  and  Sears,  Roebuck. 

Alejo  Peralta  and  family  2.5  Manufacturing,  telecommunications 

Their  partnership  with  Bell  Atlantic  in  cellular  phone  company  lusacell  seemed  in  jeopardy  after  it 
emerged  that  lusacell  wasn't  guaranteed  a  concession  to  offer  local  fixed  wireless  phone  service.  Bell 
Atlantic  responded  with  an  announcement  saying  it  was  sticking  by  its  commitment  to  lusacell. 

Emilio  Azcarraga  Milmo  and  family  2.0  Media 

"El  Tigre"  heads  Grupo  Televisa,  the  dominant  force  in  Mexican  media.  Televisa  hooked  up  with 
Rupert  Murdoch's  News  Corp.  and  two  other  partners  to  offer  satellite  TV  service  in  Latin  America.  A 
debt  restructuring  and  proposed  asset  sales  have  helped  lift  its  shares  137%  since  March  1995. 

Alberto  Bailleres  1.8  Mining,  financial  services,  investments 

Controls  silver  mining  company  Industrias  Petioles  and  insurer  Grupo  Nacional  Provincial,  which  has 
linked  up  with  a  Chilean  pension  fund  manager,  AFP  Provida,  to  take  advantage  of  new  Mexican  legis- 
lation allowing  employees  to  choose  their  own  pension  managers. 

Bernardo  Garza  Sada  and  family  1.5  Diversified 

Bernardo's  nephew,  Dionisio  Garza  Medina,  42,  runs  family-controlled  conglomerate  Alfa.  Earlier  this 
year  a  venture  that  includes  U.S.  phone  company  GTE  and  Bancomer,  Mexico's  second-largest  bank, 
joined  Alfa's  partnership  with  AT&T  to  enter  the  Mexican  long  distance  telephone  market  in  1997. 

Alfonso  Romo  Garza  1.4  Tobacco,  vegetable  seeds,  investments 

Has  been  buoyed  by  his  resurgent  cigarette  producer  Empresas  La  Moderna.  And,  in  the  last  year, 
Romo  Garza,  age  46,  has  spent  $300  million  for  control  of  three  seed  and  biotech  companies.  His 
Seminis  is  now  the  world's  largest  vegetable  seed  company. 

Jorge  Larrea  1.4  Mining 

Larrea,  80,  controls  Mexico's  largest  mining  group,  Grupo  Mexico.  The  copper  producer  plans  to  invest 
$1.7  billion  in  new  projects  in  the  next  six  years,  including  a  refinery  in  Sonora  and  a  mine  in  Baja 
California.  Also  has  stakes  in  Mexico's  largest  maritime  shipping  company  and  banking  group  Banacci. 

Aramburuzabala  family  1.4  Beer 

Pablo  Aramburuzabala  Ocaranza,  whose  father  cofounded  brewing  giant  Grupo  Modelo  (1995  sales, 
$1.3  billion),  died  in  December  at  age  63.  Daughter  Maria  Asuncion  Aramburuzabala  de  Zapata,  33, 
is  now  the  vice  chairman  of  Modelo's  board,  as  well  as  a  director  of  John  Deere's  Mexican  affiliate. 

Lorenzo  Zambrano  and  family  1.2  Cement 

Control  $2.6  billion  (sales)  Cemex,  the  world's  third-largest  cement  producer.  After  a  bid  last  year  for 
Colombia's  Cementos  Paz  del  Rio  was  nixed  by  the  government,  Cemex  bought  two  other  Colombian 
cement  firms.  After  the  $600  million  purchase,  it  will  have  a  dominant  market  share  in  Colombia. 

Eugenio  Garza  Laguera  and  family  1.1  Banking,  beverages 

Garza  Laguera  heads  Bancomer,  Mexico's  second-largest  bank,  and  Femsa,  a  brewer  and  Coca-Cola 
bottler  via  holding  company  Visa.  Visa,  Bancomer,  GTE  and  Spain's  Telefonica  have  joined  Alfa— con- 
trolled by  cousin  Bernardo  Garza  Sada  (which  see)— and  AT&T  to  offer  long  distance  phone  service. 
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This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy, 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


11,500,000  Shares 


May  23,  1996 


COMMUNICATIONS,  INC. 


Common  Stock 


Price  $15  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  or  jurisdiction  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


9,500,000  Shares 

The  above  shares  are  being  offered  in  the  United  States  by  the  undersigned. 

Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 

Alex.  Brown  &  Sons  CS  First  Boston  Dean  Witter  Reynolds  Inc. 

Incorporated 

Dillon,  Read  &  Co.  Inc.  A.G.  Edwards  &  Sons,  Inc.  Hambrecht  &  Quist  LLC 

Lazard  Freres  &  Co.  LLC  Lehman  Brothers  Morgan  Stanley  &  Co. 

Incorporated 

PaineWebber  Incorporated  Prudential  Securities  Incorporated 

Robertson,  Stephens  &  Company  LLC  UBS  Securities 

Rauscher  Pierce  Refsnes,  Inc.  The  Robinson-Humphrey  Company,  Inc. 


2,000,000  Shares 

The  above  shares  are  being  offered  outside  the  United  States  by  the  undersigned. 

Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

ABN  AMRO  Hoare  Govett  Cazenove  &  Co.  Credit  Lyonnais  Securities 

Indosuez  Capital    Paribas  Capital  Markets  SBC  Warburg  Societe  Generale 

A  Division  of  Swiss  Bank  Corporation 


■TMMiiirii'iiriir 

¥3^V  Mexico,  peru.  mmm 


Estimated 

—  ' 

net  worth 

Country  Narte 

($bil) 

Business 

Mexico       Roberto  Gonzalez  Barrera  1.1  Food,  banking 


Political  ties  are  said  to  have  helped  Gonzalez  expand  his  corn  flour  company,  Gruma,  into  one  of  the 
world's  largest  tortilla  makers.  Archer  Daniels  Midland  is  in  talks  to  buy  a  20%  stake  for  a  reported 
$200  million.  He  also  heads  a  prosperous  bank,  Banorte  (assets,  $3.5  billion). 

Isaac  Saba  Raffoul  and  family  1.1  Diversified 

Clan  whose  patriarch  traveled  to  Mexico  from  Syria  at  the  turn  of  the  century,  at  age  13.  Empire  now 
has  interests  in  hotels,  commercial  real  estate,  textiles,  television  and  movie  theaters.  (See  above.) 


Jeronimo  Arango  and  family  1.0  Retailing 

Arango  founded  and  still  heads  Cifra,  Mexico's  largest  retailer  (estimated  1996  sales:  $2.8  billion). 
Cifra,  whose  debt-free  balance  sheet  helped  it  weather  the  Mexican  recession,  operates  130  stores  in 
Mexico  in  a  joint  venture  with  Wal-Mart. 

Autrey  family  1.0  Steel,  distribution 

The  four  Autrey  brothers  diwy  up  control  of  an  empire  that  includes  NYSE-listed  Grupo  Casa  Autrey,  a 
pharmaceutical  distributor  whose  stock  has  risen  27%  since  January,  and  Altos  Hornos  de  Mexico,  a 
steelmaker  that's  slated  to  offer  shares  in  the  U.S.  this  summer.  (See  above.) 


Carlos  Peralta 
He  put  $50  million 
into  a  Swiss  bank 
account  con- 
trolled by  Raul 
Salinas,  the 
imprisoned  broth- 
er of  the  former 
president.  But 
where  are  the 
tourism  projects 
he  says  the 
money  was  for? 


Roberto  Gonzalez 
Barrera 

Recipe  for  suc- 
cess: The  "King  of 
Tortillas"  has  con- 
vinced millions  of 
Mexicans  to  eat 
ones  made  from 
dehydrated  corn 
flour  instead  of 
fresh  dough. 


Ricardo  Salinas  Pliego  and  family  1.0  Retailing,  media 

Control  Grupo  Elektra,  a  household  appliance  retailer  with  a  market  capitalization  of  $875  million, 
and  broadcaster  Television  Azteca,  which  is  cutting  into  the  dominant  market  share  of  Televisa  (see 
Azcarraga).  NBC,  which  supplies  programming  to  Azteca,  has  an  option  to  buy  20%  for  $240  million. 

Peru  Brescia  family  1.0  Diversified 

Built  fortune  by  buying  up  family  haciendas  in  Lima  beginning  in  the  1930s.  Now,  with  terrorism  on 
the  wane,  the  Brescias'  diversified  business  interests— including  hotels,  mining  and  financial  ser- 
vices—are flourishing  like  never  before.  (See  above.) 

Venezuela    Lorenzo  Mendoza  and  family  1.3  Beer,  food. 

Their  $900  million  (sales)  Empresas  Polar,  already  big  in  beer  with  80%  of  the  domestic  market,  is 
expanding  its  food-processing  operations.  The  family's  bank,  Banco  Provincial,  got  a  boost  in  March 
when  investor  George  Soros  bought  a  10%  stake;  the  stock  price  rose  60%  within  months. 

Ricardo  and  Gustavo  Cisneros  1.1  Media,  diversified 

Younger  brother  Ricardo,  48,  is  currently  on  trial  in  Venezuela  in  connection  with  a  collapsed  bank. 
Gustavo,  51,  is  busy  setting  up  satellite  TV  service  Galaxy  Latin  America  in  partnership  with  Hughes 
and  others.  He's  also  planning  the  sale  of  sports  company  Spalding  and  baby  products  maker  Evenflo. 
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NEVER  SETTLES  FOR  SECOND  BEST 


r 


L 


JUST  LIKE  A  PARKER 

<t>  PARKER 
DUOFOLD 


The  PARKER  DUOFOLD  Pearl  &  Black.  Each  pen  is 
unique,  with  a  delicate  pearl-like  exterior,  veined  black, 
enriched  by  heavy  23K  gold  plated  trim.  The  fountain 
pen's  performance  is  enhanced  by  a  precisely 
engineered  ink  flow  system  designed  to  give  a  smooth 
and  uninterrupted  flow  to  your  writing,  giving  long  lasting 
beauty  and  performance.  Like  all  new  PARKER  writing 
instruments,  it  now  comes  with  a  Full  Lifetime  Warranty. 


Fountain  pen  shown,  $360.*  The  PARKER  DUOFOLD  collection  includes  a  wide  range  of  other  finishes.  Fountain  Pens,  Roller  Balls,  Ball  Pens  and 
Pencils  available  from  $160  to  $360.*  For  the  store  nearest  you,  call  1-800-BEST  PEN.  ©1995  Parker  Pen  USA  Limited.  'Suggested  retail  price. 


Hudson's 


Marshall  Field's 


United  States 

These  96  American  individuals  and  53  families  were  worth  at  least  $1  billion  when  we  recently  updated 
their  holdings  in  publicly  traded  companies.  For  complete  reviews  of  America's  wealthiest  people, 
see  the  upcoming  issue  of  The  Forbes  Four  Hundred,  appearing  in  October. 


Name 

••■ 

Worth 

Residence 

Primary 

($mil) 

sources 

$10  billion  and  up 

Buffett,  Warren  Edward 

15,290 

Omaha,  Neb. 

Stock  market 

du  Pont  (Pierre  Samuel  II) 

10,000 

Wilmington,  Del.  et  al. 

Inheritance 

family 

(DuPont  Co.) 

Gates,  William  Henry  III  (Bill) 

18,000 

Bellevue,  Wash. 

Microsoft 

$5  billion  and  up 

Alien,  Paul  G. 

7,460 

Mercer  Island,  Wash. 

Microsoft 

Cargill/MacMillan  families 

7,200 

Minneapolis,  Minn.; 

Cargill,  Inc. 

La  Joila,  Calif. 

Kluge,  John  Werner 

6,840 

Charlottesville,  Va.;  NYC 

Metromedia 

Knight,  Philip  Hampson 

5,120 

Portland,  Ore. 

Nike,  Inc. 

Mellon  family 

5,400 

Pittsburgh,  Pa.  area 

Inheritance 

Rockefeller  (John  D.)  family 

6,200 

NYC  et  al. 

Inheritance  (oil) 

$2  billion  and  up 

Annenberg,  Walter  Hubert 

3,620 

Wynnewood,  Pa.; 

Publishing 

Rancho  Mirage,  Calif. 

Anschutz,  Philip  Frederick 

2,000 

Denver,  Colo. 

Oil 

Anthony,  Barbara  Cox 

3,000 

Honolulu,  Hawaii 

Inheritance 

(Cox  Enterprises) 

Ballmer,  Steven  Anthony 

3,660 

Bellevue,  Wash. 

Microsoft 

Bass,  Lee  Marshall 

2,380 

Fort  Worth,  Tex. 

Oil,  investments 

Bass,  Robert  Muse 

2,130 

Fort  Worth,  Tex. 

Oil,  investments 

Bass,  Sid  Richardson 

2,000 

Fort  Worth,  Tex. 

Investments 

Bren,  Donald  Leroy 

2,000 

Newport  Beach,  Calif. 

Real  estate 

Bronfman,  Edgar  Miles  Sr. 

2,760 

NYC 

Seagram  Co. 

Chambers,  Anne  Cox 

3,000 

Atlanta,  Ga. 

Inheritance 

(Cox  Enterprises) 

Chandler  family 

2,150 

Los  Angeles,  Calif,  et  al. 

Times  Mirror  Co. 

Davis  family 

2,300 

Jacksonville,  Fla. 

Winn-Dixie  Stores 

Davis,  Marvin  Harold 

2,000 

Beverly  Hills,  Calif. 

Oil 

DeVos,  Richard  Marvin 

4,440 

Ada,  Mich 

Amway 

Ellison,  Lawrence  J. 

4,920 

Atherton.  Calif. 

Oracle  Corp. 

Ford  family 

2,470 

Grosse  Pointe  Farms, 

Inheritance 

Grosse  Pointe  Shores,  Mich.  (Ford  Motor  Co.) 

Getty  family 

4,000 

San  Francisco  Calif. 

Inheritance  (oil) 

Gund  family 

2,050 

Cleveland,  Ohio  origin 

Inheritance 

(Sanka,  banking) 

Hearst  family 

4,500 

Los  Angeles,  San 

Inheritance 

Francisco,  NYC 

(newspapers) 

Hewlett,  William  Redington 

3,600 

Portola  Valley,  Calif. 

Hewlett-Packard 

Hillman,  Henry  Lea 

2,400 

Pittsburgh,  Pa. 

Industrialist 

Hunt,  Ray  Lee  and  family 

2,000 

Dallas,  Tex. 

Inheritance  (oil) 

Huntsman,  Jon  Meade 

2,000 

Salt  Lake  City,  Utah 

Plastics. 

chemicals 

Johnson  family 

4,830 

Princeton,  N.J. 

Johnson 

&  Johnson 

Johnson,  Samuel  Curtis 

2,300 

Racine,  Wis. 

Johnson  Wax 

Kerkorian,  Kirk 

4,360 

Las  Vegas,  Nev. 

Investments 

Name 

Worth 

Residence 

Primary 

(Smil) 

sources 

Kroc,  Joan  Beverly 

2,030 

Rancho  Santa  Fe,  Calif. 

Inheritance 

(McDonald's) 

Mars,  Forrest  Edward  Jr. 

3,000 

McLean,  Va. 

Inheritance 

(candy) 

Mars,  Forrest  Edward  Sr. 

3,000 

Las  Vegas,  Nev. 

Inheritance 

(candy) 

Mars,  John  Franklyn 

3,000 

Arlington,  Va. 

Inheritance 

(candy) 

McCaw  family 

3,560 

Bellevue,  Seattle,  Wash. 

McCaw  Cellular 

Moore,  Gordon  Earle 

3,400 

Santa  Clara  County,  Calif. 

Intel  Corp. 

Murdoch,  Keith  Rupert 

3,300 

Australia;  London, 

Publishing 

NYC  et  al. 

Newhouse,  Donald  Edward 

4,300 

NYC 

Publishing 

Newhouse,  Samuel  1.  Jr. 

4,300 

NYC 

Publishing 

Perelman,  Ronald  Owen 

3,740 

NYC 

Leveraged 

buyouts 

Perot,  Henry  Ross 

2,600 

Dallas,  Tex. 

Computer 

services 

Phipps  family 

3,750 

Old  Westbury,  N.  Y. 

Inheritance 

(Bessemer  Trust) 

Pritzker,  Jay  Arthur 

2,950 

Chicago,  III. 

Financier 

Pritzker,  Robert  Alan 

2,950 

Chicago,  III. 

Financier 

Redstone,  Sumner  Murray 

3,800 

Newton  Centre,  Mass. 

Viacom,  Inc. 

Scripps  (E.W.)  family 

2,400 

Cincinnati,  Ohio  origin 

Inheritance 

(newspapers) 

Smith  family 

2,620 

Chicago,  III.  origin 

Inheritance 

(Illinois  Tool 

Works) 

Turner,  Robert  Edward  (Ted) 

2,290 

Roswell,  Ga. 

Turner 

Broadcasting 

Van  Andel,  Jay 

4,320 

Ada,  Mich. 

Amway 

Vogel,  Jacqueline  Mars 

3,000 

Bedmmster,  N.J. 

Inheritance 

(candy) 

Walton,  Alice  L. 

4,560 

Rogers,  Ark. 

Inheritance 

(Wal-Mart  Stores) 

Walton,  Helen 

4,560 

Bentonville,  Ark. 

Inheritance 

(Wal-Mart  Stores) 

Walton,  Jim  C. 

4,650 

Bentonville.  Ark. 

Inheritance 

(Wal-Mart  Stores) 

Walton,  John  T. 

4,600 

San  Diego.  Calif. 

Inheritance 

(Wal-Mart  Stores) 

Walton,  S.  Robson 

4,5411 

Bentonville,  Ark. 

Inheritance 

(Wal-Mart  Stores) 

Wattis  family 

3.680 

Burlingame,  Calif. 

Utah  International 

Ziff  family 

2,000 

NYC 

Publishing 

$1  billion  and  up 

Albertson,  Kathryn  McCurry 

1,310 

Boise,  Idaho 

Albertson's,  Inc. 

and  family 

Allen  family 

1,500 

NYC 

Stock  market 

188 


Forbes  ■  July  15,  1996 


Our  promise 


Kemper  Securities  is  now  EVEREN  Securities. 
We've  taken  ninety  years  of  investment  experience 
and  created  an  independent,  employee-owned 
investment  securities  firm  dedicated  to  a  new  level 
of  intense  personal  service.  At  EVEREN,  we'll  bend 
over  backwards  to  help  meet  your  needs  and  reach 

Member  NYSE  and  other  principal  exchanges.  Member  SIPC.  ©  1995,  EVEREN  Securities,  Inc. 


your  investment  goals.  Because  as  owners,  the 
better  we  do  for  you,  the  better  we'll  do.  Call 
1-800-2-EVEREN  for  more  information  today. 


E  VE  RE  N 


SECURITIES 
A  vested  interest  in  your  success. 


UNITED  STATES 


Name 

.Worth 

Residence 

• 

Primary 

1  Name 

Worth 

Residence 

Primary 

-/jt$mji) 

sources 

■ 

($mil) 

sources 

Arison,  Micky 

1,870 

Bal  Harbor,  Fla. 

Carnival  Cruise 

Johnson,  Barbara  Piasecka 

1,200 

Princeton,  N.J. 

Inheritance 

Lines 

(Johnson  & 

RararHi  familv 
Dauaiui  lai'injr 

1,500 

Puerto  Rico; 

Liquor 

Johnson) 

Miami,  Fla.  et  al. 

Johnson,  Edward  Crosby  III 

1,000 

Boston,  Mass. 

Fidelity 

Bancroft  famiiy 

1,190 

Boston,  Mass.  area 

Inheritance 

and  family 

Investments 

(Dow  Jones) 

Koch,  Charles  de  Ganahl 

1,800 

Wichita,  Kans. 

Inheritance 

Bechtel,  Riley  P. 

1,400 

San  Francisco,  Calif. 

Engineering, 

(oil  services) 

construction 

Koch,  David  Hamilton 

1,800 

NYC 

Inheritance 

Bechtel,  Stephen  Davison  Jr. 

1,400 

San  Francisco,  Calif. 

Engineering, 

(oil  services) 

construction 

Lauder,  Estee 

1,000 

NYC 

Cosmetics 

Blaustein  famiiy 

1,300 

Baltimore,  Md. 

Inheritance  (oil) 

Lauder,  Leonard  Alan 

1,000 

NYC 

Cosmetics 

Bloomberg,  Michael  Rubens 

1,000 

NYC 

Financial  news 

Lauder,  Ronald  Steven 

1,000 

NYC 

Cosmetics 

Brown  family 

1,410 

Louisville,  Ky. 

Whiskey 

LeFrak,  Samuel  Jayson 

1,100 

NYC 

Real  estate 

Busch  family 

1,640 

St.  Louis,  Miss. 

Anheuser-Busch 

Lennon,  Fred  A. 

1,000 

Hunting  Valley,  Ohio 

Valves, 

Cargill,  James  R. 

1,200 

Minneapolis,  Minn. 

Cargill,  Inc. 

pipe  fitting 

Cargill,  Margaret 

1,200 

La  Jolla,  Calif. 

Cargill,  Inc. 

Lerner,  Alfred 

1,000 

Shaker  Heights,  Ohio 

Banking 

Carlson,  Curtis  LeRoy 

1,000 

Long  Lake,  Minn. 

Radisson 

Lilly  family 

1,300 

Indianapolis,  Ind. 

Pharmaceuticals 

Clapp  family 

1,200 

Seattle,  Wash. 

Inheritance 

Louis  family 

1,200 

Winnetka,  III. 

Inheritance 

(Weyerhauser) 

Lupton  family 

1,200 

Lookout  Mountain,  Tenn. 

Coca-Cola 

Collier  family 

1,300 

Naples,  Fla. 

Real  estate 

bottling 

Crown,  Lester  and  family 

1,800 

Wilmette,  III. 

Inheritance 

Lykes  family 

1,040 

Florida 

Shipping 

Dart  family 

1,000 

Sarasota,  Fla. 

Dart  Container 

Magness,  Bob  John 

1,230 

Englewood,  Col. 

TCI 

Davidson,  William  Morse 

1,000 

Bloomfield  Hills,  Mich. 

Guardian 

Malone,  Mary  Alice  Dorrance 

1,980 

Coatesville,  Pa. 

Inheritance 

Industries  Corp. 

(Campbell  Soup) 

de  Young  family 

1,000 

San  Francisco,  Calif. 

Publishing 

Marriott  family 

1,320 

Washington,  D.C.  area 

Hotels 

Donnelley  family 

1,420 

Chicago,  III.  origin 

R.R.  Donnelley 

McCaw,  Craig  0. 

1,000 

Bellevue,  Wash. 

McCaw  Cellular 

Dorrance,  Bennett 

1,970 

Paradise  Valley,  Ariz. 

Inheritance 

Meijer  family 

1,200 

Grand  Rapids,  Mich. 

Retailing 

(Campbell  Soup) 

Mellon,  Paul 

1,100 

Upperville,  Va. 

Inheritance 

Fisher,  Donald  George 

1,100 

San  Francisco,  Calif. 

The  Gap 

Milliken  family 

1,750 

Greenwich,  Conn.; 

Textiles 

Fisher,  Doris  F. 

1,100 

San  Francisco,  Calif. 

The  Gap 

Spartanburg,  S.C 

Ford,  William  Clay 

1,230 

Grosse  Pointe  Shores, 

Inheritance 

Naify  family 

1,500 

San  Francisco,  Calif. 

Movie  theaters 

Mich. 

(Ford  Motor  Co.) 

Nordstrom  family 

1,630 

Seattle,  Wash. 

Retailing 

Fribourg,  Michel  and  family 

1,100 

NYC 

Grain  trader 

Pitcairn  family 

1,200 

Bryn  Athyn,  Pa. 

Inheritance 

Galvin,  Robert  William 

1,460 

Barrington  Hills,  III. 

Motorola 

(PPG  Industries) 

Geffen,  David 

1,300 

Malibu,  Beverly  Hills,  Calif 

Music 

Reed  family 

1,300 

Seattle,  Wash. 

Lumber,  paper 

Getty,  Gordon  Peter 

1,600 

San  Francisco,  Calif. 

Inheritance  (oil) 

Rockefeller,  David  Sr.  and  family  1,300 

NYC;  Tarrytown,  N.Y. 

Inheritance  (oil) 

Greenberg,  Maurice  (Hank) 

1,400 

NYC 

American 

Rockefeller,  Laurance  Spelman  1,200 

NYC;  Tarrytown,  N.Y. 

Inheritance  (oil) 

International  Group 

and  family 

Haas,  Peter  Sr. 

1,600 

San  Francisco,  Calif. 

Levi  Strauss 

Rockefeller,  Winthrop  Paul 

1,100 

Mornl*on,  Ark. 

Inheritance  (oil) 

Hall,  Donald  Joyce 

1 100 

Mission  Hills,  Kans. 

Inheritance 

Schwan  family 

1,200 

Marshall,  Minn. 

Inheritance 

(Hallmark) 

Searle  family 

1,000 

Lake  Forest,  III. 

Inheritance 

Helmsley,  Harry  Brakmann 

1,600 

NYC;  Greenwich,  Conn.; 

Real  estate 

Simplot,  John  and  family 

1,340 

Boise,  Idaho 

Potatoes 

Arizona 

Sorenson,  James  LeVoy 

1,270 

Salt  Lake  City.  Utah 

Medical  devices 

Hill,  Margaret  Hunt  and  family  1,100 

Dallas,  Tex. 

Inheritance  (oil) 

Soros,  George 

1,000 

London;  NYC 

Money  manager 

Hillenbrand  family 

1,550 

Batesville,  Ind.  et  al. 

Caskets, 

Taylor,  Jack  Crawford 

1,000 

St.  Louis,  Mo. 

Auto  rentals 

hospital  beds 

Tisch,  Laurence  Alan 

1,650 

Westchester  County,  N.Y. 

Loews  Corp. 

Hixon  family 

1,190 

Pasadena,  Calif. 

Connectors 

Tisch,  Preston  Robert 

1,650 

NYC;  Harrison,  N.Y. 

Loews  Corp. 

Hoiles  family 

1,200 

Colorado  Springs,  Colo. 

Publishing 

Turner  family 

1,070 

Columbus,  Ga. 

Inheritance 

Horvitz  family 

1,000 

Cleveland,  Ohio; 

Inheritance 

(Coca-Cola  stock) 

Fort  Lauderdale,  Fla. 

(media) 

Tyson  family 

1,790 

Springdale, 

Tyson  Foods 

Hughes  family 

1.000 

California,  Nevada 

Hughes  Aircraft 

Fayetteville,  Ark. 

Idema  family 

1,000 

Grand  Rapids,  Mich. 

Steelcase 

Upjohn  family 

1,600 

Kalamazoo,  Mich. 

Inheritance 

Ingram,  Martha 

1,700 

Nashville,  Tenn. 

Inheritance 

(Upjohn  Co.) 

Jenkins  family 

1.030 

Lakeland,  Fla. 

Publix 

Waitt,  Theodore  W. 

1,560 

North  Sioux  City,  S.  Dak. 

Gateway  2000 

Super  Markets 

Wexner,  Leslie  Herbert 

1,450 

New  Albany,  Ohio;  NYC 

The  Limited 

Johnson  family 

1,630 

Hillsborough,  Calif. 

Franklin 

Weyerhaeuser  family 

1.200 

St.  Paul.  Minn.; 

Inheritance 

Resources,  Inc. 

Tacoma.  Wash. 

(timber) 

Johnson,  Abigail 

1,900 

Boston,  Mass. 

Fidelity 

Wrigley,  William 

1,870 

Chicago,  III.;  Lake 

Chewing  gum 

Investments 

Geneva,  Wis. 

■ 
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No  matter  where  your  employees  travel,  we  can 
help  you  l^eep  track  of  their  expenses  as  easily  as 
you  follow  their  itineraries.  ■  To  help  you  reduce 
costs  and  avoid  bookkeeping  headaches,  m 
Because  the  expense  information  you  get  from 
American  Express  —  a  single  source  —  is  clear, 
organized  and  customized,  m  You  see,  we  can 
report  on  activity  in  virtually  any  country,  u 
Which  lets  you  capture  accurate  spending 
information,  m  And  we  take  different  customs 
and  cultures  into  account.  ■  Which  makes  it 
easier  for  everyone  in  your  company  to  comply 
with  your  travel  policies.  ■  What's  more,  we'll 
arm  you  with  information  you  need  to  negotiate 
favorable  rates  with  suppliers  everywhere,  m 
So  you  can  maximize  every  dollar,  dinar, 
franc  and  peseta.  ■  For  more  in  for  m  at  ion, 
please  call  us  at  i~8oo~axp~1200. 


ce 


This  is  where  the  difference  shows. 


CORPORATE 


Corporate 
Services 


©  /906  American  Express  Travel  Related  Services  Company,  I nc. 


rojw 
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ECONOMIC  WEALTH  PRODUCED 

In  millions  of  US$ 
Payment  of  Third  Parties  $  2,538 

Suppliers  and  Independent  Contractors 

Compensation  for  Work  $  671 

Odebrecht  Members 

Government  Revenue  $414 

Taxes, Tariffs  and  Contributions 

Return  on  Equity  $  1 97 

Shareholders 


Performance 
results  from  the 
high-quality, 
productive  work  of 
the  Odebrecht  Group's 
Members,  who 
thereby  fulfill 
their  Social 
Responsibility, 

GLOBALIZATION 


INVESTMENTS 

Commitment  to  the  future 

Creating  job  and  development 
opportunities  for  people  and 
society. 

Investment  commitments 
during  the  year: 


Year 
1985 
1990 
1995 


In  millions  of  US$ 
Amount  Realized 

 499 


Odebrecht  is  a  Confederation  of 
Entrepreneur-Partners  who  work  in 
a  variety  of  businesses  and  locations  with 
globally  competitive  vision,  alliances  and 
standards. 


■0y 

Hp 

SERVICE 

Backlog:  US$  3,472  million 

In  millions  of  US$ 

Brazil   2,064 

Other  Countries   1,408 

New  contracts: 
US$  2,371  million 

In  millions  of  US$ 

Brazil  1,269 

Other  Countries   ,  1,102 


Engineering  Companies:  operation 
in  22  countries: 


Angola,  Argentina,  Bolivia,  Botswana,  Brazil, 
Chile,  China,  Colombia,  Ecuador,  Germany, 
Laos,  Malaysia,  Mexico,  Mozambique,  Peru, 
Portugal,  Singapore,  South  Africa,  the  United 
Kingdom,  the  United  States,  Uruguay  and 
Venezuela. 

Chemicals  and  Petrochemicals  companies: 
exportation  of  products  to  55  countries. 


COMPETITIVENESS 


REVENUES  -  US$  3,820  r 

nillion 

,  1,990 

1,830 

2,376 

.  721 

,  .  723 

PROFIT  AND  NET  WORTH 

In  millions  of  US$ 

Net  Profit*  203 

Net  Worth**  2,784 

*Afcer  tax  and  before  deducting  minority  shareholders' 
equity  and  statutory  participation 
^'Includes  minority  shareholders*  equity 


\\l     L  A 

MANUFACTURING 

Chemicals  and  Petrochemicals 
2,150  million  tonnes 

In  thousands  of  tonne: 
Thermoplastic  Resins   1,1 3*5 1 

Polypropylene,  polyethylene 

and  polyolefinic  specialties  76! 

PVC  42' 

Soda   46: 

DCE  (dichloroethane)   49' 

Pulpwood  Forestry 

■  1 6,000  hectares  planted,  with  average  annual 
growth  of  46  solid  cubic  meters  per  hectare 
of  eucalyptus  forest 


EDUCATION  AND  PARTNERSHIP 


TOTAL  NO.  OF  MEMBERS: 

32,322 

24,728 

.  .  .  7,594 

,  Brazil  

,  .  22,780 

.  .  .  9,542 

UALITY  -  PRODUCTIVITY  - 
^NOVATION 

he  practice  of  the  Odebrecht 
ntrepreneurial  Technology  ensures 
Dtal  Quality,  a  basic  prerequisite 
ir  competitive  performance, 
ighlights  include: 

CBPO  -  delivering  Mexico's  Huites  Dam 

18  months  ahead  of  schedule. 

TENENGE/SLP  -  creating  a  local  habitat  for 

outdoor  welding  in  the  UK. 

CPC  -  developing  a  sewage  collector  system 

using  rigid  PVC  piping. 

OPP  -  adopting  ISO  14000  environmental 

quality  standards. 


GROWTH  IN  THE  NO. 

OF  PARTNERS  RESPONSIBLE 

FOR  BUSINESS  UNITS 


GRADUAL  PREPARATION 
FOR  POST-CAREER  LIFE 

■  Private  Pension  Plans  in  operation 
in  Brazil  and  Europe  (Germany  and 
the  UK)  and  the  USA  (Florida  and 
California). 

■  ODEPREV  -  Odebrecht  Previdencia 
was  created  in  May  1 995  to  provide 
private  pension  plans  and  insurance 
coverage  for  Members  in  Brazil  and 
those  transferred  to  Colombia, 
Ecuador,  Peru,  Venezuela  and  Angola. 

■  Total  number  of  associates  at 
December  1995:  15,980. 


1985 
1990 
1995 


Brazil 
67 
94 
140 


Other  Countries 
05 
22 
86 


Total 
72 
116 
226 


PARTNERSHIP 
WITH  EDUCATIONAL 
AND  RESEARCH  CENTERS 

Odebrecht  continued  its  partnerships  with 
Educational  and  Research  Centers  ( 1 4  in 
Brazil  and  1 2  in  other  countries).  Highlights 
include: 

■  In  Brazil: 

CNPq,  USP,  UNICAMP,  UFRJ,  PUC,  UFRGS 
and  University  of  Alagoas. 

■  In  other  countries: 

Instituto  Regional  Cultural  (Peru); 
Aspen  Institute  ofTechnology 
and  University  of  Wisconsin  (USA); 
Universidade  de  Coimbra  (Portugal); 
and  Cambridge  University  (UK). 


IE 


ADDITIONAL 
COMMUNITIES1 


RESPO 
EDMC 


SIBILITY  TO 

ION  AND  CULTURE 


DEBRECHT  FOUNDATION 

Supported  18  Educational  Programs  for 
Adolescents  and  held  the  Odebrecht 
Foundation  Award  based  on  the  theme 
"Teens  for  Better  Schools"  in  partnership  with 
UNICEFThe  awards  program  directly  mobilized 
137,140  adolescents,  6,089  professionals  and 
908  institutions. 

Sponsored  stage  two  of  the  "Only  the  Schools 
Can  Make  Brazil  Right"  campaign  to  improve 
basic  schooling,  also  in  partnership  with  UNICEF. 
The  TV  campaign  reached  121  million  viewers. 


CULTURAL 
CONTRIBUTION 

■  Publication  of  the 

books: 

The  Voyager's  Brazil; 
Ewe  -The  Use  of  Plants 
in  Yoruba  Society  (Pierre 
Verger); 

Precolumbian  Trujillo. 

■  Revision  and  republi- 
cation of  the  works 
of  Jorge  Amado. 

■  Release  of  the  CD 
Tom  Jobim  -  Inedito 
(Jobim  -  Unheard). 


Dl  VERSIFICATIO 


PORATE  STRUCTURE 

>recht  S.A.  (holding  company)  plus  1 07  subsidiaries  and  affiliates. 


rICE 

sering 

-  Construtora 
berto  Odebrecht 

.   (24  companies) 

panhia  Brasileira 
'rojetos  e  Obras  - 

'O  (28  companies) 


Tenenge  -Tecnica 
Nacional 

de  Engenharia  S.A. 

(22  companies) 

Telecommunications 
and  Automation 

Stelar  Telecom  Ltda. 
CMW  Equipamentos  S.A.* 


MANUFACTURING 

Chemicals  and  Petrochemicals 

Odebrecht  Qui'mica  S.A. 

(19  companies) 

OPP  Petroquimica  S.A. 

CPC  Companhia 
Petroquimica  Camacari 

Salgema  Industrias 
Qui'micas  S.A. 


Copene  -  Petroquimica 
do  Nordeste* 

Copesul  -  Companhia 
Petroquimica  do  Sul* 

Unipar  -  Uniao  das  Indus- 
trias Petroquimicas  S.A.* 

Pulpwood  Forestry 

Veracruz  Florestal  Ltda. 


SUPPORT  COMPANY 

OCS  -  Odebrecht 
Administradora  e 
Corretora  de  Seguros 
Ltda. 


*  Affliates 


Europe 

By  Natasha  Bacigalupo,  Kerry  A.  Dolan,  David  S.  Fondiller,  Kambiz  Foroohar,  Carleen  Hawn, 
Juliette  Rossant,  Cristina  von  Zeppelin,  Esther  Wachs  Book  and  Caroline  Waxier 


FRANCE 

Jean-Louis  Dumas/Hermes 
family 

Every  time  you  shell  out  $120  for  a 
necktie  or  $2,000  for  a  pair  of  hand- 
made shoes  at  an  Hermes  boutique, 
you're  putting  more  money  into  the 
already- bulging  pockets  of  Jean-Louis 
Dumas.  He  is  a  fifth-generation 
descendant  of  Thierry  Hermes,  the 
founder  of  luxury  goods  maker 
Hermes  International.  In  1993  Jean- 
Louis  Dumas  arranged  to  sell  19%  of 
the  company,  including  about  5%  to 
public  investors  for  $55  a  share.  The 
stock  has  since  zoomed  to  a  recent 
$276  a  share.  At  this  price  the 
Hermes  family's  80%  stake  in  the 
company  is  worth  $2.7  billion. 

Hermes  sells  its  signature  scarves, 
bags,  shoes,  watches,  jewelry  and  per- 
fume in  240  boutiques  and  conces- 


sionaires worldwide.  It  opens  new 
stores  carefully,  and  refuses  to  license 
its  name.  The  design  of  every  new 
store  is  supervised  by  Jean-Louis'  wife, 
Rena,  an  interior  architect.  Cousin 
Laurent  Mommeja-Hermes,  40,  runs 
Hermes'  U.S.  business,  which  last 
year  accounted  for  13%  of  the  com- 
pany's $736  million  in  sales.  Jean- 
Louis  is  one  of  17  grandchildren,  sev- 
eral of  whom  are  deeply  involved  in 
the  company.- J. R. 

Louis-Dreyfus  family 

Nearly  150  years  ago,  young  Leopold 
Louis- Dreyfus  began  carting  wheat 
from  farms  near  his  home  in  France's 
Alsace  region  to  Switzerland,  where 
the  prices  were  high  enough  to  more 
than  recoup  the  transportation  costs. 
Now  the  giant  trading  company 
owned  by  his  descendants  is  poised  to 
exploit  a  huge  new  market:  the  arbi- 


trage opportunities  for  deregulated 
electricity.  (See  story,  p.  116.) 

Jacques  Servier  and  family 

Earlier  this  year  the  antiobesity  drug 
Redux  became  the  first  weight-loss 
drug  in  20  years  to  win  Food  & 
Drug  Administration  clearance  for 
sale  in  the  U.S.  It's  marketed  here  by 
Wyeth  Ayerst  Laboratories  and 
Interneuron  Pharmaceuticals. 

Redux  is  the  creation  of  France's 
largest  privately  owned  pharmaceuti- 
cal company,  Servier  S.A.  Founded 
by  Dr.  Jacques  Servier,  an  avid 
botanist,  in  1954,  Servier  employs 
8,000  people  worldwide  and  had 
sales  last  year  of  $1.5  billion.  Forbes 
figures  the  company — still  100% 
owned  by  Jacques  Servier  and  his 
family — is  worth  at  least  $2  billion. 
Late  last  year  Servier  acquired  control 
of  Egis,  a  Hungarian  drugmaker,  and 

s  Jean-Louis 
£  Dumas 
A  dapper 
chairman,  he's 
a  walking 
advertisement 
for  his  Hermes' 
men's  line. 
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Jacques  Servier 

He  runs  France's  top  private  drug  firm. 


has  been  expanding  in  Russia  and 
China.  Still  fit  at  74,  Jacques  Servier 
wields  tight  control. -J. R. 

Verspieren/Decoster  family 

With  sales  of  $2.1  billion,  the 
Legrand  Group  makes  electrical 
socket  outlets,  voltage  surge  protec- 
tors, fuses.  Its  U.S.  subsidiary  in  Syra- 


cuse, N.Y.,  Pass  &  Seymour,  makes 
electrical  fittings  under  the  Trade - 
Master  name.  The  company  was 
founded  in  1860  as  a  porcelain  facto- 
ry near  Limoges.  Pierre  Verspieren 
bought  it  in  1944,  and  his  son,  Jean, 
and  his  son-in-law,  Edouard  Decoster, 
were  brought  in  to  run  it  a  year  later. 
Several  heirs  sit  on  the  Legrand 
board,  watching  after  the  clan's  42% 
stake  in  the  company.  The  Paris 
bourse  currently  values  their  Legrand 
shares  at  $1.9  billion.  The  family  also 
owns  French  insurer  Lloyd  Continen- 
tal, founded  by  Pierre  Verspieren  in 
1920.  His  grandsons  Hubert  and 
Charles-Henri  Verspieren  are  chief 
executive  and  vice  president,  respec- 
tively. Estimated  net  worth  of  the  Ver- 
spieren/Decoster family:  at  least  $2 
billion.-J.R. 

ITALY 

Rossi  di  Montelera  family 

The  ultra-low-profile  Rossi  family's 
Martini  &  Rossi  vermouth  produc- 
er was  acquired  in  1993  by  the  bil- 
lionaire Bacardis  of  rum  fame 
(which  see)  in  a  deal  that  left  the 
Rossis  with  an  estimated  net  worth 
of  $1.8  billion.  Family  members, 
including  counts  Gregorio,  Um- 
berto,  Luigi,  Ernesto  and  Lorenzo, 
retained  positions  as  directors  of 

mm  5  Stefan  Persson 
i|  ?  If  you  think  the 
I  £  Gap  offers  good 
r,  value  in  clothes, 
£  you'd  probably 
;  like  his  Hennes  & 
Mauritz. 


Marc-Edouard  Landolt 

His  family  owns  close  to  10%  of  Sandoz. 


affiliated  companies  of  the  new 
entity,  Netherlands  Antilles- 
based  Bacardi-Martini  &  Rossi 
Holding  N.V.-C.W. 

SCANDINAVIA 


Stefan  Persson  and  family 

If  any  apparel  retailer  has  a  shot  at 
becoming  the  Gap  of  Europe,  it's 
Sweden's  Hennes  &  Mauritz  (h&m). 
With  close  to  400  stores  in  nine  north- 
ern European  countries,  H&M  sells 
almost  100%  private-label  merchan- 
dise that  is  both  fashionable  and  mod- 
erately priced.  The  Stockholm-based 
company's  market  capitalization  now 
tops  $3  billion. 

Erling  Persson  founded  the  compa- 
ny in  1947,  but  his  son  Stefan  did 
most  of  the  building.  Now  48,  he  took 
the  reins  in  1982  and  pushed  H&M 
overseas.  Virtually  debt-free,  H&M 
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(1995  sales,  $1.8  billion)  will  open  55 
new  stores  this  year,  after  adding  37 
last  year.  With  about  47%  of  H&M, 
Stefan  Persson  and  his  family  are 
worth  some  $1.4  billion. -E.W.B. 

SWITZERLAND 

Landolt  family 

When  Swiss  pharmaceutical  giants 
Ciba  and  Sandoz  announced  their 
merger  in  March,  the  fabulously  rich 
Swiss  family  Landolt  got  even  richer. 
Nicole  Landolt,  the  only  grandchild 
of  Sandoz  founder  Edouard  Con- 
stant, owns  an  estimated  9%  of 
Sandoz,  recently  worth  about  $3.5 
billion — up  over  $1  billion  from  a 
year  ago.  Nicole's  first  son,  53-year- 
old  Marc-Edouard,  runs  a  private 
bank  in  Lausanne,  Landolt  &  Cie, 
with  assets  of  around  $10  billion. 
His  49-year-old  brother,  Pierre,  has 
started  a  brokerage  firm,  fair,  in 
Sao  Paulo,  Brazil.  More  recently, 
the  Landolts  acquired  majority  con- 
trol of  a  Netherlands  Antilles-based 
financial  services  company,  Citco, 
which  administers  $100  billion  in 
assets.  The  family  also  owns  a 
majority  stake  in  watch  company 
Parmigiani  Mesure  et  Art  du  Temps, 
whose  founder  has  designed  com- 
plicated movements  for  luxury- 


brand  Breguet.  Now  Parmigiani 
sells  its  own  pieces  for  up  to  $3.6 
million  each. 

The  Foundation  de  Famille 
Sandoz  in  Glaris,  Switzerland  over- 
sees the  Landolts'  Sandoz  stake. 
Another  foundation,  Edouard  et 
Maurice  Sandoz,  gives  big  money  to 
the  arts.  Nicole's  youngest  son, 
Francois,  48,  is  a  stage  and  film 
actor.  Daughter  Monique  de 
Meuron,  56,  is  a  biologist.  The 
family's  estimated  net  worth:  $4.5 
billion.  -C.W. 

Martin  Ebner 

A  lone  wolf  in  a  clubby  country. 
After  earning  a  Ph.D.  in  business 
administration  from  the  University 
of  Florida  at  Gainesville,  he  started 
BZ  Bank  Zurich  Limited  in  1985, 
and  instantly  made  a  name  by  writ- 
ing, on  behalf  of  foreign  investors, 
covered  warrants  on  registered 
shares  of  Swiss  companies — 
enabling  foreigners  to  invest  in 
securities  previously  forbidden  to 
them  by  Swiss  law.  In  1991  Ebner 
moved  into  fund  management  and 
now  has  $10  billion  under  manage- 
ment, including  the  second-largest 
stake  (after  the  Sacher-Hoffman 
family,  which  see)  in  Roche 
Holding.  He  challenged  establish- 


ment last  year  by  trying  to  prevent 
Union  Bank  of  Switzerland's  long- 
time chief  executive,  Robert 
Studer,  from  assuming  the  chair- 
manship of  the  bank.  Ebner  lost 
that  battle. 

Forbes  estimates  he's  worth 
$1.5  billion.  His  performance  has 
recently  slipped,  thanks  in  part  to 
his  heavy  exposure  in  UBS.  Not  dis- 
couraged, Ebner  has  been  accumu- 
lating shares  in  another  big  bank, 
Swiss  Bank  Corp.,  while  agitating 
for  new  management  at  Intershop, 
which  invests  in  real  estate  in 
Europe  and  the  U.S. -C.W. 

Sergio  Mantegazza 

When  members  of  Britain's  work- 
ing classes  sun  themselves  in  Spain, 
the  Mantegazza  brothers'  Globus/ 
Cosmos  travel  companies  often  fly 
them  there.  Globus'  airline, 
Monarch,  has  around  25  planes  and 
flies  93%  full,  on  average. 

Sergio  Mantegazza,  69,  and  a 
cousin,  Mario  Albek,  52,  actively 
manage  Globus/Cosmos.  Brother 
Geo  Mantegazza,  68,  took  over  the 
Hockey  Club  Lugano,  which  he 
developed.  Last  December  Geo 
Mantegazza  was  kidnapped,  but  was 
released  30  hours  later  in 
Liechtenstein.  Once  chatty  with  the 
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Sometimes  choosing  the  right  tire 
takes  too  much  time  and  effort... 


. .  with  expert  tire  inform 
at  your  fingertips. 


ttp://www.dunloptire.com 

Or  fpr  your  nearest  Dunlop  Dealer, 
look  in  the  Yellow  Pages  or  call  1-800-548-4714. 
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Sergio  Mantegazza 
His  Globus/ 
Cosmos  travel 
group  specializes 
in  two  types  of 
vacations:  escort- 
ed tours  that  are 
popular  with  the 
over-50  set  who 
are  partial  to 
sightseeing  and 
package  tours 
that  appeal  to 
people  looking 
for  no-frills  flings 
at  beachside 
resorts. 


press,  the  Mantegazzas  now  shun 
publicity  and  have  beefed  up  security. 

In  1980  Globus  got  caught  in  a 
scandal  that  cost  the  brothers  about 
$15  million  in  back  taxes.  But 


that's  in  the  past.  These  days  Sergio 
spends  time  on  his  167-foot  yacht, 
Lady  Marina,  and  shuttles  between 
homes  in  London  and  Lugano  on 
his  Falcon-900.  Wherever  he  is,  he 


keeps  an  eye  on  Globus/Cosmos' 
bottom  line.  Estimated  net  worth: 
$1.5  billion.-C.W. 

Georges  Andre  and  family 

When  World  War  II  left  Lausanne- 
based  trading  company  Andre  &  Cie 
without  transport  ships,  Georges 
Andre,  the  founder's  son,  launched 
the  first  Swiss-registered  fleet,  Suisse- 
Adantique.  Today  Suisse -Adantique 
has  14  ships  and  trades  goods  active- 
ly in  over  150  countries,  with  a  special 
focus  on  South  America.  Total  annu- 
al trading  volume:  about  $10  billion. 
In  the  U.S.  the  company  does  most 
of  its  business  with  grain  merchants 
Garnac,  Cargill  and  Archer  Daniels 
Midland. 

The  Andres,  who  are  comfortably 
worth  $1  billion,  are  part  of  a 
Christian  religious  sect  called  the 
Assembly  of  Brothers,  which  advo- 
cates simple  living,  pacifism  and 
charity.  Georges  Andre,  near  90, 
recently  retired  as  chairman  of 
Andre  &  Cie.  His  eldest  son,  Henri 
Andre,  now  chairs  it,  and  his 
youngest  son,  Eric,  runs  the  Suisse- 
Atlantique  fleet.-C.W, 


Estimated 
net  worth 

Country  Name  ($bil)  Business 


France       Gerard  Mulliez  and  family  5.7  Retailing,  mail  order 

Mulliez,  65,  and  five  top  executives  of  his  retail  chain  Auchan  are  under  investigation  for  allegedly 
bribing  a  politician.  Auchan  (annual  sales,  $18  billion)  has  a  joint  venture  with  Controladora 
Comercial  Mexicana  to  operate  hypermarkets  in  Mexico,  and  is  expanding  into  Eastern  Europe. 

Liliane  Bettencourt  5.0  L'Oreal 

L'Oreal,  the  cosmetics  empire  founded  by  Liliane's  father,  agreed  to  acquire  U.S.  cosmetics  company 
Maybelline  for  $760  million.  The  lure  was  Maybelline's  strong  presence  in  the  mass  end  of  the  mar- 
ket, where  L'Oreal  has  trailed  rival  Procter  &  Gamble. 

Seydoux/Schlumberger  families  4.0  Diversified 

Chargeurs  is  splitting  into  two  entities:  Pathe  (television,  cinema  and  newspapers)  and  Chargeurs 
International  (textiles  and  distribution).  Family  will  end  up  with  29%  of  each  company.  Also  own  an 
estimated  15%  of  oil  services  giant  Schlumberger  (1995  revenues,  $7.6  billion). 

Denis  Defforey  and  family  3.3  Retailing 

Faced  with  government  efforts  to  protect  shopkeepers  by  restricting  the  opening  of  new  hypermarkets 
and  limiting  their  discounts,  Carrefour— cofounded  by  Defforey— is  cutting  costs  at  home  while  busily 
expanding  into  markets  like  Brazil,  Italy  and  China. 

Jean-Louis  Dumas  and  family  2.7  Hermes 

Well-heeied  shoppers  aren't  the  only  ones  smitten  by  the  cachet  of  luxury  goods  maker  Hermes.  Since 
the  company  went  public  in  1993,  investors  have  bid  up  its  shares  from  $55  to  a  recent  $276,  giving 
Hermes  a  market  capitalization  of  $3.25  billion.  The  family  still  owns  80%.  (See  above.) 
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It's  terrific 
on  salads,  great 

on  pasta,  and 
makes  one  heck 
of  a  fire. 


We  believe  that 
most  property 
loss  can  be  pre- 
vented. But  that 
means  looking  for 
risk  in  some  un 
likely  places.  Take  veg- 
etable oil  in  plastic  bot- 
tles. Conventional  wis- 
dom has  been  that  ware- 
housing this  very  high 
flashpoint  liquid  present- 
ed no  more  of  a  hazard 
than  storing  ordinary 
combustibles.  Yet  tests 
conducted 
through  our 


board  to  the 
liquid,  the  fire 
was  uncontrol- 
lable. Our  strat- 
egy uses  quick 
response  sprin- 
klers spaced  closer 
together  to  suppress 
the  fire  in  its  earliest 
stages.  This  solution  is 
easy  to  implement  and 
uses  the  sprinkler  piping 
and  water  supplies  nor- 
mally in  place  at  grocery 
warehouses.  Plus,  it 
doesn't  in- 
terfere with 


ownership      ^Ar^^^SSSS^^^      normal  mate- 
OflV  MUTUAL  & 

of  Factory  Mutual  rials  handling.  The  truth 


Research  revealed  that 
even  sprinkler  systems 
arranged  for  high  hazard 
commodities  could  not 
control  fires  of  this  type. 
Once  heated  by  the  fire 
in  their  cardboard  pack- 
aging, the  bottles  leaked 
and  the  preheated  veg- 
etable oil  burned  with  the 
intensity  of  a  flammable 
liquid.  And  once  the  fire 
spread   from   the  card- 


is,  this  is  but  one  example 
of  how  we  never  stop 
looking  at  commodities 
and  the  hazards  they 
pose.  In  fact,  for  over 
1  50  years,  we've  never 
stopped  asking  the 
difficult  questions  that 
lead  to  the  solutions  our 
clients  need  to  minimize 
risk.  Even  if  that  means 
looking  in  places  as  sur- 
prising as,  yes,  a  salad. 


1996  Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode  Island,  02919 
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Bavaria's  Biopioneers 

The  world's  first  and  foremost  DNA  detective:  Munich's  Svante  Paabo 


in  1985,  Svante  Paabo,  then  a  30-year- 
old  student  of  medicine  researching 
in  his  native  Sweden,  came  up  with  a 
very  intriguing  question:  is  it  possible  to 
retrieve  the  DNA  of  a  dead  being,  to 
revitalize  and  convert  it  into  a  usable, 
"readable"  form? 

The  answer  was  yes.  It  took  Paabo 
two  attempts,  several  grams  of  Egyptian 
mummy  tissue  and  months  of  extraordi- 
narily painstaking,  frustrating  work  to 
find  the  solution  and  create  a  new 
branch  of  science  -"genetic  archeology". 

Genetic  Jigsaw 

Genetic  archeology  unleashed  a  flood 
of  best-sellers  about  reconstructed 
dinosaurs  and  other  prehistoric  beings. 
It  also  created  a  whole  new,  rather  grue- 
some industry:  using  genetic  remains  to 
establish  that  U.S.  presidents,  Russian 
czars  and  other  historic  figures  are  in 
fact  the  persons  resting  in  their  graves. 

Since  1990,  Paabo  has  continued  his 
DNA  detecting  at  the  University  of 
Munich's  Department  of  Zoology. 
Aided  by  twenty-five  people 
from  seven  nations  and 
generous  funding,  ^ 
Professor  Paabo  has  t 
been  using  his  I 
discipline's  rapidly 
developing  technologies 
to  study  the  origins  of  ^ 
national  and  ethnic  groups, 
the  beginnings  of  disease,  and  ^ 
the  great  mammals  that  roamed  the 


antediluvian  world.  Many  of  the 
advanced  technologies  used  to  do 
this  have  been  created  or  developed 
by  Paabo's  team. 

Paabo's  most  spectacular 
case  was  proving  that 
"Otzi",  the  mummy 
>  found  in  the 
frozen  wastes  of  the 
Otzal  region  of  the  Alps, 
was  in  fact  a  5,200-year-old 
Neolithic  hunter. 
r  Considered  a  prime  contender  for  a 
future  Nobei  Prize,  Paabo  is  just  one  of 


Bavaria's  many  active  biopioneers.  Also 
among  them  is  Professor  Dieter 
Oesterhelt,  director  at  Martinried's  Max 
Planck  Institute  for  Biochemistry  (MPIB), 
who  has  identified  bacterial  substances 
he  uses  in  the  production  of  computer 
memory  cells  as  well  as  ultra-high 
resolution  photographic  film  capable  of 
indefinite  re-use. 

Biotechnology  in  Business 

MPIB's  research  discoveries  don't  have 
far  to  go  to  be  turned  into  marketable 
products.  On  MPIB's  campus,  the  IZB 
Center  for  Innovation  and  Start-up 
Companies  has  been  "in  business" 
since  October  1995,  making  1,000 
square  meters  of  floor  space  available 
to  commercial  companies  such  as 
MediGene,  which  is  developing  highly 
promising,  highly  publicized  vaccines 
against  skin  and  uterine  cancer. 

Partially  financed  by  the  proceeds 
from  Bavaria's  privatization  program, 
the  IZB  is  large  -  and  already  completely 
booked  up.  An  extension,  three  times 
as  large  as  the  original  facility,  is  now 
under  construction.  Prospective  tenants, 
however,  had  better  move  quickly. 

Half  of  the  extension  has  already 
been  rented  out,  reports  Barbara 
Blaurock,  the  IZB's  managing  director. 
The  tenants:  Bavaria's  burgeoning 
number  of  new  biotech  companies,  plus 
foreign  companies  wishing  to  have 
access  to  Martinried's  cluster  of  world- 
class  biotech  institutes  and  centers. 


Above:  Svante  Paabo  in  his  laboratory  at  the  University  of  Munich 
Below:  The  IZB  Center  fcr  Innovation  and  Start-up  Companies 


Bayern. 

At  the  peak,  research 
at  its  peak. 


In  Bayern.  research  is  paramount. 
At  the  very  peak  of  the  Zugspitze. 
Germany's  highest  mountain, 
there's  an  atmospheric  research 
station.  Though  a  bit  lower  in 
altitude,  the  state's  other  scientific 
institutes  (the  headquarters  of  the 
world-renowned  Max-Planck  and 
Fraunhofer  institutes  are  in  Bayern). 
universities,  polytechnics  and 
technology  transfer  agencies  all 
conduct  research  at  the  same  high 
level. 

They  also  produce  the  high-quality 
personnel  staffing  the  state's  high- 
powered  companies.  These  compa- 
nies and  their  high-performance 
products  have  scaled  the  heights  of 
the  world  market. 


Should  we  have  heightened  your 
interest  in  doing  business  in 
Bayern,  please  contact  the 
Bavarian  Ministry  for 
Economic  Affairs, 
Transport  and  Technology 
Dr.  Manfred  Pfeifer 
Prinzregentenstr.  28 
8538  Munchen  /  Germany 
Tel.:  (89)  2162  -  2642 
Fax:  (89)  2162  -  2760 
WWW:  http  ://www.  bayern .  de 


Bayern. 

The  Quality  Edge 
in  the  New  Europe 


EUROPE 


FRANCE 
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France       Philippe  Bouriez  and  family  2.1  Retailing 

With  growth  prospects  in  much  of  Europe  .limited  because  of  political  opposition  to  hypermarkets,  the 
Bouriez's  Cora  group  is  expanding  eastward  with  plans  to  open  new  hypermarkets  in  Hungary.  Also 
own  42%  stake  in  Louis  Delhaize,  Belgium's  third-largest  retailer  (1995  sales,  $2.3  billion). 

Verspieren/Decoster  family  2.0  Electrical  fittings,  insurance 

Founded  as  a  porcelain  factory  in  1860,  Legrand  is  now  the  leading  supplier  of  electrical  fittings  in 
France,  Italy  and  Spain.  The  Verspieren  and  Decoster  families,  who  are  related  by  marriage,  own  42%. 
Another  holding  is  Lloyd  Continental,  a  pioneer  in  medical  insurance.  (See  above.) 

Jacques  Servier  2.0  Pharmaceuticals 

Founder  and  chairman  of  Servier  S.A.,  France's  largest  privately  owned  pharmaceutical  company  with 
1995  sales  of  $1.5  billion.  Earlier  this  year  its  antiobesity  drug,  Redux,  became  the  first  weight-loss 
drug  in  20  years  to  win  Food  &  Drug  Administration  approval  for  sale  in  the  U.S.  (See  above.) 

Alain  Wertheimer  and  family  2.0  Chanel 

Jacques  Wertheimer,  son  of  Chanel  cofounder  Pierre,  died  in  February.  He  took  over  running  the  com- 
pany in  1963,  after  having  spent  most  of  his  life  as  a  racehorse  owner  and  breeder.  Son  Alain  has 
been  in  charge  of  the  luxury  goods  maker  since  the  late  1970s. 

Paul-Louis  Halley  and  family  1.6  Retailing 

Halley,  the  61-year-old  chairman  of  retail  group  Promodes,  was  arrested  and  jailed  for  a  weekend  after 
a  jailed  politician  accused  him  of  bribery.  He  was  released,  claiming  he  had  never  met  the  politician, 
but  is  still  under  investigation. 

Peugeot  family  1.5  Automobiles 

Peugeot-Citroen  launched  a  new  model  sedan,  the  406,  in  Europe  in  October,  too  late  to  help  1995's 
dismal  performance— net  profits  down  45%  to  $332  million.  On  the  bright  side,  Peugeot's  factory  in 
China  is  now  cranking  out  Citroen  ZX  cars. 

Michel  David-Weill  and  family  1.4  Banking 

The  Lazard  investment  banking  houses  in  New  York,  London  and  Paris,  in  an  effort  to  encourage  clos- 
er cooperation,  agreed  to  share  part  of  their  profits  formally  among  themselves  for  the  first  time. 
Michel  David-Weill,  63,  heads  the  empire.  Son-in-law  Edouard  Stern,  42,  is  presumptive  heir. 

Serge  Dassault  and  family  1.4  Aerospace,  electronics,  investments 

A  Belgian  judge  issued  an  arrest  warrant  for  Dassault  regarding  an  alleged  defense  contract  bribe. 
Meanwhile,  the  French  government  is  rumored  to  have  frozen  purchases  of  Dassault  Aviation's  Rafale 
fighter  to  pressure  Dassault  to  merge  his  company  with  the  state's  Aerospatiale. 


Michel  David-Weill 
In  a  world  of 
investment  bank- 
ing behemoths, 
his  Lazard  Freres 
is  proving  that 
you  don't  need  a 
big  capital  base 
to  retain  presti- 
gious clients 
and  earn  juicy 
returns. 


Paul-Louis  Halley 
The  French 
hypermarkets 
tycoon  is  opening 
stores  in  Africa, 
the  Far  East  and 
Eastern  Europe. 
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Life  expectancy  is  increasing  all  the  time. 
That's  why  we  built  in  a  500-year  safety  margin. 

Ref.  3750  The  automatic  Da  Vinci  chronograph  with  perpetual  calendar 
Suggested  retail  price  $  24500.- 
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France 


France/ 

United 

Kingdom 

Germany 


Louis-Dreyfus  family  1.0  Commodities  trading,  diversified 

heir  Louis  Dreyfus  &  Cie.,  is  one  of  the  top  commodities  firms  in  the  world.  Now  run  out  of  New  York 
by  Gerard  Louis-Dreyfus,  the  company  is  angling  to  become  a  leading  player  in  the  commodity  of  the 
21st  century— electricity  (see  story,  p.  116). 

Rothschild  family  2.5  Banking,  wine 

Entities  controlled  by  family  reaped  estimated  profit  of  $150  million  from  sale  of  26%  stake  in  stock- 
broker Smith  New  Court  to  Merrill  Lynch.  London  merchant  bank,  NM  Rothschild  &  Sons,  and  its 
French  affiliate  have  joined  with  Dutch  bank  ABN  AMRO  to  cooperate  on  capital  markets  activities. 

Theo  and  Karl  Albrecht  9.0  Retailing 

Founded  Germany's  original  discount  retailer,  Aldi.  Aldi  is  believed  to  own  the  land  under  at  least 
2,000  of  its  stores,  making  it  one  of  the  biggest  property  owners  in  Europe.  Although  officially  retired, 
the  septuagenarian  brothers  still  keep  a  tight  grip  on  the  $27  billion  (estimated  sales)  empire. 

Johanna,  Susanne  and  Stefan  Quandt  8.1  Automobiles 

Johanna,  widow  of  industrialist  Herbert,  and  children  Susanne  and  Stefan  still  own  over  48%  of  BMW, 
whose  sales— almost  600,000  units  last  year,  up  3%  over  1994— have  surged  ahead  of  rival  Mercedes- 
Benz.  One  big  plus  is  the  arrival  of  the  sporty  Z3,  the  car  used  by  007  in  the  movie  GoldenEye. 


Serge  Dassault 
His  Dassault 
Systemes,  a  lead- 
ing computer- 
aided  design  firm 
jointly  owned  with 
IBM,  is  going 
public.  The  mar- 
ket should  value 
the  firm  at  about 
$1  billion. 


Haniel  family  8.1  Diversified 

Through  its  50.1%  stake  in  Gehe,  conglomerate  Franz  Haniel  controls  close  to  25%  of  Europe's 
wholesale  pharmaceutical  market.  Earlier  this  year  Lloyds  Chemists  Pic,  a  British  pharmacy  chain, 
rejected  a  $1  billion  takeover  offer  from  Franz  Haniel.  Haniel  intends  to  renew  its  bid  in  July. 

Michael  Otto  and  family  5.2  Retailing 

Own  65%  of  Otto  Versand,  the  world's  leading  catalog  company  (sales,  $16.3  billion),  which  controls 
Spiegel,  the  struggling  U.S.  catalog  marketer  and  retailer.  Otto  Versand  has  a  deal  with  Eddie  Bauer,  a 
unit  of  Spiegel,  to  sell  Eddie  Bauer  products  through  Eddie  Bauer  stores  and  catalogs  in  Germany. 

Merck  Family  5.0  Pharmaceuticals,  chemicals 

Last  October  pharmaceuticals  and  specialty  chemical  maker  Merck  raised  $1.75  billion  through  an 
initial  public  offering  in  which  the  family  cut  its  holding  from  100%  to  74%.  The  money  went  to  pay 
down  debt  and  build  up  a  war  chest  for  acquisitions— most  likely  in  the  over-the-counter  area. 

Henkel  family  4.6  Chemicals 

Majority  owners  of  Henkel,  a  leading  German  chemical  concern  and  the  producer  of  Persil  bleach,  one 
of  Germany's  first  branded  products.  Under  the  stewardship  of  Albrecht  Woeste,  great-grandson  of 
founder  Fritz  Henkel,  the  company  has  expanded  its  portfolio  of  personal  hygiene  products. 
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The  1996  Forbes  Area  Devel 


include  These  Ideal  Business  Locations  in  Your 
Company's  Site  Selection  Search 

The  City  of  Clearwater,  Florida,  is  a  perfect  southern  business  location  rich  in 
manufacturing,  professional  and  service-oriented  companies,  skilied  and  plentiful  labor 
and  unparalleled  lifestyle  offerings.  To  promote  ease  of  relocation,  Clearwater  has 
structured  a  permitting  process  that  minimizes  time  and  hassle.  It  offers  consultation 
with  area  CEOs  and  references  from  newly  relocated  business  executives. 

Companies  seeking  a  northeastern  location  for  their  business  will  find  myriad  attrac- 
tions in  New  Jersey.  Heading  the  list  is  Jersey  Central  Power  &  Light  Company 
(JCP&L),  which  provides  support  services  for  all  aspects  of  a  relocation  or  expansion. 
When  Dendrite  International,  the  world's  largest  provider  of  computerized  sales  informa- 
tion management  systems  to  the  pharmaceutical  industry,  needed  to  consolidate  for 
efficiency,  JCP&L  provided  site  selection  assistance  using  a  comprehensive,  computer- 
ized listing  of  space  in  its  service  area.  It  also  helped  the  company  obtain  a  training 
grant  from  the  New  Jersey  Department  of  Labor.  JCP&L's  economic  development  pro- 
grams and  incentive  rates  encourage  new  companies  to  locate  in  its  service  area  and 
address  customers'  needs  for  expansion,  employment  development  and  energy  man- 
agement assistance.  Large  and  small  businesses  know  first-hand  the  leading  role  this 
energy  supplier  takes  in  helping  its  customers  manage  energy  costs  and  implement 
new  equipment  and  operations  technologies. 

Send  for  more  information  by  sending  or  faxing  back  this  issue's  reader  service  card. 
Or  visit  http://www.enews.com/magazine/forbes  on  the  World  Wide  Web. 


Florida 
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Clearwater 


It's  your  life  and  your  business,  *  «  | 
t  the  best  for  both, 

1-888-4  CLEARWATER  .... 
p.p.  box  4-48,  cm\8^^j-M46i8- r4C^, 


With  software  sales  moving  up,  Dendrite 
needed  a  fast-moving  business  partner. 


When  Dendrite  needed  to 
consolidate  for  efficiency,  they 
turned  to  Jersey  Central  Power 
&  Light  Company  for  help.  Using 
a  comprehensive  computerized 
listing  of  space  in  JCP&L's 
New  Jersey  service  area,  our 
economic  development  team 
helped  Dendrite  locate  and 
lease  a  larger  building.  And  to 
manage  their  continued  growth, 
we  helped  them  obtain  a  train- 


JCP&L 


ing  grant  from  the  New  Jersey 
Department  of  Labor. 

Whether  you  need  location 
assistance,  help  in  maximizing  the 
benefits  of  state  programs  and 
tax  credits,  or  a  plan  to  become 
more  energy-efficient,  JCP&L 
can  help,  free  of  charge.  Call  the 
JCP&L  Powerplus  Team  today. 

CALL  NOW  FOR  A  FREE  BROCHURE 

1-800-770-7071 


John  Bailye,  President  and  CEO  of  Dendrite, 
designers  of  pharmaceutical  sales  support  software 
based  in  Morristown,  New  Jersey. 


A GPU COMPANY 


JCP&L  brings  new  energy 

to  business. 


For  more  information  on  advertising  in  the  next  Forbes  Area  Development  Section, 
contact  Linda  Loren  at  212.620.2440  or  fax  at  212.620.2472. 
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Germany     friedrich  Karl  Flick  Jr.  4.5  Investments 

After  liquidating  his  family's  industrial  empire  in  1986,  Flick  retired  with  third  wife,  Ingrid,  to  her 
native  Austria  in  order  to  avoid  Germany's  high  income  tax.  Scolded  by  the  press  in  1991  for  his  pub- 
lic complaints  about  having  to  pay  a  $6  million  ransom  for  his  kidnapped  brother-in-law. 

Boehringer  family  4.1  Pharmaceuticals 

Pharmaceutical  maker  Boehringer  Ingelheim,  which  earned  $177  million  last  year  on  sales  of  $4.2  bil- 
lion, isn't  interested  in  a  megamerger  a  la  Ciba  Geigy-Sandoz  or  Hoechst-Marion  Merrell  Dow.  However, 
it  did  recently  buy  9%  of  SS  Pharmaceutical,  Japan's  number  two  over-the-counter  drug  maker. 

Otto  Beisheim  3.8  Retailing 

Retail  giant  Metro  Group—founded  by  Beisheim  in  1964  and  led  by  him  until  his  retirement  at  age 
70  in  1994— is  merging  its  German  units  into  a  new  company  that  will  be  one  of  Europe's  largest 
retailers.  It's  also  joining  with  Leo  Kirch  (which  see)  to  launch  digital  TV  services  this  fall. 

Schickedanz  family  3.8  Retailing 

Quelle  Schickedanz,  whose  core  mail-order  business  is  facing  weak  consumer  demand  in  Germany, 
has  taken  a  bath  on  its  25%  stake  in  moneylosing  German  PC  maker  Escom.  More  promising  is  its 
50%  interest  in  Germany's  first  home-shopping  TV  channel,  H.O.T  (Home  Order  Television). 

Curt  Engelhorn  and  family  3.6  Pharmaceuticals,  health  care 

Their  Bermuda-based  Corange  (1994  sales,  $3.5  billion)  has  two  key  units:  Boehringer  Mannheim, 
involved  in  diagnostics  and  pharmaceuticals,  and  DePuy,  a  maker  of  orthopedic  products.  Earlier  this 
year  Boehringer  launched  a  clot-busting  drug  to  compete  with  the  market  leader  made  by  Genentech. 

Erivan  Haub  3.4  Retailing 

Owns  one  of  Germany's  largest  supermarket  chains,  the  $31  billion  (sales)  Tengelmann  Group.  It  is 
repositioning  one  of  its  divisions  to  go  head-to-head  with  discount  chains  Aldi  (see  Albrecht)  and  Lidl 
(see  Schwarz).  In  the  U.S.,  son  Christian,  32,  wants  to  turn  around  A&P,  of  which  Haub  owns  54%. 

Rolf  Gerling  3.3  Insurance 

A  catalyst  behind  some  50  insurance  firms  signing  a  United  Nations  pledge  to  consider  the  issues  of 
climate  change  and  other  environmental  problems  in  their  business  practices.  Gerling  is  chairman  and 
majority  owner  of  Gerling-Konzern,  the  insurance  group  founded  by  his  grandfather,  Robert,  in  1904. 

Wilhelm  and  August  von  Finck  3.1  Investments 

Heirs  of  founders  of  Allianz  now  believed  to  own  less  than  1%  of  the  insurance  giant.  Since  1990  the 
brothers  have  raised  at  least  $2  billion  from  the  sale  of  stakes  in  German  companies,  including  the 
private  bank  Merck,  Finck  &  Co.,  and  energy  supplier  Isar-Amperwerke  AG. 

Schmidt-Ruthenbeck  family  3.1  Retailing 

The  father  of  Michael  and  Rainer  Schmidt-Ruthenbeck  was  an  early  partner  with  Otto  Beisheim 
(which  see)  in  Metro  Group.  Motivated  in  part  by  a  desire  to  cut  duplications,  the  retailer  has  consoli- 
dated its  largest  units  into  a  new  Metro  that  aims  to  double  pretax  profits,  to  $1.4  billion,  by  1998. 

Rudolf  Oetker  and  family  2.9  Food,  diversified 

Facing  slack  consumer  demand  at  home,  Oetker  Group  continues  to  expand  the  distribution  of  its  "Dr. 
Oetker"  brand  products  to  the  east.  It  has  production  plants  in  both  the  Czech  and  Slovak  republics, 
as  well  as  Hungary,  and  a  joint  venture  in  Russia  purely  for  confections. 

Karl-Heinz  Kipp  2.8  Real  estate 

The  media-shy  billionaire  emerged  as  the  controversial  seller  of  1.45  million  shares  of  Union  Bank  of 
Switzerland.  Apparently,  Kipp— who,  curiously,  was  allowed  to  keep  his  voting  rights  after  the  sale- 
voted  in  favor  of  a  UBS-sponsored  stock  reclassification  plan  opposed  by  Martin  Ebner  (which  see). 

Dietmar  Hopp  and  family  2.7  Software 

Cofounder  of  SAP,  a  maker  of  client-server  software  with  a  market  capitalization  of  $14  billion.  Hopp, 
along  with  two  other  SAP  founders,  put  voting  shares  into  a  trust  to  protect  the  firm  from  takeover. 
Hopp— chairman  of  SAP's  management  board— and  two  sons,  Oliver  and  Daniel,  own  almost  26%. 
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Now  You  Can 
Earn  Credit  Toward 

A  Free  Flight 
Just  By  Driving  From 


Hie  Airport. 


You  can  earn  a  free  Rapid  Rewards  ticket  even  faster  just  by  renting  from 
any  of  our  Preferred  Car  Rental  Partners.  Make  your  car  rental  and  flight  reservations  by  calling 
your  travel  agent  or  Southwest  Airlines  at  1-800-I-FLY-SWA  (1-800-435-9792).  Or  call  Hertz  at  1-800-654-3131, 
Budget  at  1-800-527-0700,  or  Alamo  at  1-800-GO-ALAMO.  Request  your  Rapid  Rewards  credit  at  time  of 
reservation  or  rental.  You'll  earn  a  Rapid  Rewards  flight  credit  for  every  qualifying  paid  rental, 
and  be  on  the  road  to  a  free  flight  even  faster. 


Rapid  •  Rewards 

SOUTHWEST  AIRLINES 

Formerly  The  Company  Club" 


This  program  is  good  everywhere  Southwest  Airlines  flies  in  the  continental  US.  and  at  many  other  participating  U.S.  locations.  Sixteen  Rapid  Rewards  credits  earned  within  a  12-month 
penod  entitles  a  Customer  to  a  roundtnp  ticket  Hertz  rents  Fords  and  other  fine  cars.  Budget  features  Uncolns,  Mercurys  and  other  fine  cars.  Alamo  features  fine  General  Motors  cars  Rules  for 
qualifying  rentals  vary  by  partner.  Call  the  rental  partner  of  your  choice  for  more  information  regarding  participating  locations  and  details  of  this  offer.  ©1996  Southwest  Airlines  Co. 
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Germany         vter  Herz  and  family  2.7  Consumer  products 

Have  interests— via  holding  company  Tchibo  AG— in  coffee,  specialty  foods,  tobacco  and  skin  care. 
Tchibo  owns  63%  of  Germany's  number  two  cigarette  producer,  Reemtsma.  In  February  Reemtsma 
paid  $175  million  for  65%  of  the  privatized  Polish  tobacco  company  WWT  Poznan. 

Leo  Kirch  and  family  2.6  Media 

KirchGroup  is  in  a  race  against  Bertelsmann  to  bring  digital  TV  to  Germany.  Its  partners  include 
Vebacom,  a  unit  of  utility  Veba,  and  retailer  Metro  Group.  Kirch  is  being  investigated  for  tax  evasion  in 
connection  with  a  large  1990  film  deal  involving  Metro  founder  Otto  Beisheim  (which  see). 

von  Siemens  family  2.6  Electronics,  heavy  industry 

Siemens,  the  diversified  equipment  giant  in  which  the  family  has  a  stake  of  under  10%,  is  getting  a 
lift  from  a  booming  world  market  for  semiconductors.  In  1995  profits  grew  26%,  to  $1.4  billion,  of 
which  semiconductors  accounted  for  about  30%. 

Porsche  family  2.5  Automobiles 

After  four  years  in  the  red,  Porsche  AG  posted  a  profit  for  the  year  ending  last  July.  Its  anxiously  await- 
ed Boxster  series  debuts  in  September,  priced  between  $46,000  and  $56,000.  Total  production  for 
the  July  1997  fiscal  year  is  expected  to  hit  30,000  units,  up  from  18,500  in  the  current  fiscal  year. 


Rolf  Gerling 
His  Gerling- 
Konzern,  one  of 
Europe's  largest 
insurers,  was  the 
first  to  sign  a  U.N. 
pledge  on  envi- 
ronmental issues. 
Now,  a  total  of  50 
insurers  have 
jumped  on  board. 


Dietmar 
Hopp 

He  set  up  a 
voting  trust  to 
protect  SAP,  the 
giant  German 
software  maker 
he  cofounded, 
from  takeover. 


Dieter  Schwarz  2.3  Retailing 

Since  1989  Lidl  &  Schwarz  has  opened  over  725  discount  food  stores  outside  of  Germany.  In  its  sat- 
urated home  market,  where  it  has  over  1,500  discount  stores,  Lidl  succeeds  by  mixing  essential  food 
items  with  impulse  items  like  toys  and  videotapes.  And  it  offers  a  money-back  guarantee. 

Stefan  Schorghuber  2.1  Beer,  real  estate 

Took  about  20%  in  a  new  alliance  between  Coca-Cola  and  German  bottlers  that  will  become  the 
biggest  Coke  bottler  in  Europe.  Also  opening  microbreweries  in  Beijing  and  Bangkok,  to  be  followed  by 
the  opening  of  larger  breweries  that  will  produce  Paulaner,  Schorghuber's  flagship  brand. 

Brost  and  Funke  families  2.1  each  Media,  investments 

Revenues  rose  14%  at  regional  daily  Westdeutsche  Allgemeine  Zeitung,  founded  in  1948  by  Erich  Brost 
and  Jacob  Funke  (d.  1975).  Half  the  fortune  owned  by  Funke's  three  daughters;  rest  by  Brost,  92,  and 
his  adopted  son,  Erich  Schumann.  Includes  25%  of  mail-order  giant  Otto  Versand  (see  Otto). 

Alfred  von  Oppenheim  and  family  2.0  Banking 

Control  private  bank  Sal.  Oppenheim  Jr.  &  Cie  (assets,  $19  billion).  The  bank,  which  wants  to  expand 
its  presence  in  investment  banking,  last  year  led  a  syndicate  that  raised  about  $300  million,  through 
a  private  placement,  for  Thyssen  Telecom,  the  telecom  unit  of  steelmaker  Thyssen  Handelsunion. 
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In  some  parts  of  the  world,  your  best  friend  is  a  mongoose.  A  creature  that  knows  what  can  slither  across  your 
path  —  and  was  born  to  handle  it.  in  other  places,  other  ventures,  it  pays  to  know  us.  East 
of  the  Mississippi,  we  have  the  most  extensive  intermodal  system  ever  built.  Performance 
records  that  can  rival  trucks.  People  who  know  the  terrain.  And  can  deliver  professional, 
proactive,  origin-to-destination  service,  in  the  East  and  nationwide.  You  can  reach  us  at 
1-800-279-6779.  And  now  would  be  an  excellent  time  to  call. 


INTERMODAL 


Only  one  animal  on  earth  is  fast 


ENOUGH  TO   K 1 1 j I i  HUM. 


Now  isn't  the  time  to  ask  which. 


■ 


©1996  CSX  Intermodal 


rt  of  the  CSX  global  transportation 
twork  http  //wwwcsxi.com 
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Germany     H^sso  Plattner  1.8  Software 

While  fellow  SAP  co-founder  Dietmar  Hopp  (which  see)  is  known  as  the  levelheaded  engineer  who 
keeps  operations  on  track,  Plattner  is  more'the  creative  visionary.  SAP's  R/3  software  helps  corpora- 
tions cut  costs  and  the  time  it  takes  to  get  a  product  from  the  drawing  board  to  the  market. 

Hugo  Mann  and  family  1.8  Retailing 

Own  the  Wertkauf  chain  of  hypermarkets  and  furniture  stores  under  the  names  Wertkauf  and  Mann 
Mobila.  Through  Delray  Beach,  Fla.-based  Sunbelt  Management,  Mann  last  year  made  an  unsuccess- 
ful $300  million  bid  for  One  New  York  Plaza,  a  2.5-million-square-foot  Manhattan  office  building. 

Rochling  family  1.6  Steel,  engineering,  defense 

Manufacturers  trying  to  come  to  terms  with  Germany's  short  work  hours  and  high  taxes  and  production 
costs.  Their  66.5%-owned  Rheinmetal,  a  maker  of  armaments,  office  furniture  and  auto  parts  that 
aims  to  double  its  foreign  capacity  to  25%  of  total  production,  is  building  a  factory  in  Greenville,  S.C. 

Klaus  Tschira  and  family  1.6  Software 

A  cofounder  of  SAP  and  member  of  the  board  that  oversees  the  software  maker's  day-to-day  opera- 
tions. Investor  expectations  for  SAP  are  such  that  when  the  firm  posted  a  44%  gain  in  net  profits  for 
1995,  its  stock  actually  slipped.  It  has  since  rebounded. 

Karl  Diehl  and  family  1.5  Mechanical  engineering,  defense 

Diehl  is  growing  nicely  outside  of  its  core  defense  business.  Sales  in  precision  engineering  and  elec- 
tronics—which includes  items  like  security  systems,  solar  wristwatches  and  sensors  for  consumer  and 
industrial  products— grew  31%  last  year,  to  $611  million,  accounting  for  30%  of  total  sales. 

Simon  family  1.5  Beer 

Owns  Bitburger  Brauerei,  which  last  year  had  estimated  cash  flow  of  $160  million  on  sales  of  $840 
million.  Extending  their  premium  Bitburger  brand,  the  Simons  are  succeeding  with  Bitburger  Drive, 
among  the  top  ten  alcohol-free  beers  in  Germany,  and  Bitburger  Light,  the  No.  2  German  light  beer. 

Prince  Albert  von  Thurn  und  Taxis  1.5  Real  estate,  shipping,  beer 

Princess  Gloria  continues  to  actively  manage  the  patrimony  of  her  13-year-old  son,  Prince  Albert.  She 
traded  $29  million  worth  of  family  heirlooms  to  the  state  of  Bavaria  in  return  for  a  release  from  inheri- 
tance taxes  incurred  after  the  death  of  her  husband,  Johannes  von  Thurn  und  Taxis,  father  of  Albert. 

Jahr  family  1.5  Publishing 

John  Jahr  Jr.,  62,  and  his  three  siblings  run  a  publishing  empire,  Gruner  &  Jahr  (1995  sales,  $2.9 
billion),  in  1994  the  company  acquired  seven  women's  magazines  from  the  New  York  Times  Co., 
including  Family  Circle.  The  Jahrs  own  25.1%  of  G&J;  media  giant  Bertelsmann  holds  the  rest. 


Leo  Kirch 
A  new  strategic 
alliance  with 
Viacom  will  give 
his  planned  digi- 
tal TV  service 
access  to  films 
and  TV  shows 
from  Viacom's 
Paramount 
Pictures.  In 
return,  Kirch  will 
carry  Viacom  net- 
works, including 
MTV  Europe. 


Luciano  Benetton 
His  empire  is 
not  just  about 
sweaters  and 
obnoxious  ads. 
Among  his  hold- 
ings: Rollerblade 
in-line  skates,  a 
maker  of  dietary 
supplements,  a 
whirlpool  bath 
manufacturer, 
roasted  coffee 
and  fast-food 
joints. 
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Germany       reudenberg  family  1.5  Auto  parts,  textiles 

Freudenberg  Group  specializes  in  high-tech  engineered  products  for  automobiles  as  well  as  luxury 
nonwoven  textiles  and  leather  goods.  A  weak  German  economy  has  hurt  auto  suppliers'  cash  flow, 
prompting  speculation  of  a  possible  merger  between  Freudenberg  and  a  competitor,  Phoenix  AG. 

Bosch  family  1.4  Auto  parts 

Own  8%  of  Robert  Bosch  GmbH  (sales,  $24  billion),  the  world's  largest  producer  of  antilock  braking 
and  fuel-injection  systems.  Evidence  of  global  expansion:  buying  New  Jersey-based  AlliedSignal's  vehi- 
cle braking  units  for  $1.5  billion  and  myriad  joint  ventures  in  Asia. 

Hans-Werner  Hector  1.3  Software 

Withdrew  shares  from  a  trust  formed  to  protect  software  maker  SAP  from  takeover;  put  most  into 
another  trust,  then  sold  3%  for  some  $390  million.  As  a  result,  Dietmar  Hopp  (which  see)  called  for 
his  resignation  from  the  supervisory  board.  But  Hector  remains,  with  10%  of  the  common  shares. 

Reinhard  Mohn  and  family  1.3  Media 

Mohn,  former  chairman  of  media  giant  Bertelsmann,  now  devotes  his  time,  with  wife  Liz,  to  the  phil- 
anthropic Bertelsmann  Foundation,  which  he  created  and  later  donated  stock  gifts  totaling  nearly 
70%  of  the  company.  Daughter  Brigitte  is  an  executive  in  the  U.S.  publishing  division,  Bantam  Books. 

Knauf  family  1.3  Construction  materials 

Cousins  Baldwin  and  Nikolaus  Knauf  run  Gebr.  Knauf  Westdeutsche  Gipswerke,  Europe's  largest  sup- 
plier of  chalk,  plasterboard  and  related  construction  materials.  The  $2.4  billion  (estimated  sales)  com- 
pany is  expanding  into  China  and  Russia. 

Reinhold  Wurth  and  family  1.3  Fasteners,  hardware 

Adolf  Wurth  Group,  the  world's  largest  producer/distributor  of  screws  and  fasteners,  last  year  saw  pre- 
tax profits  and  sales  grow  by  23%  and  21%,  respectively.  Reinhold  Wurth,  now  retired,  devotes  time 
to  his  contemporary  art  collection. 

Leibbrand  family  1.2  Retailing,  real  estate 

Surviving  relatives  of  the  late  Willi  Leibbrand  split  proceeds  from  the  sale  of  the  family's  stake  in  retail- 
er Rewe  in  1991.  A  family  attorney  has  denied  that  the  $270  million  bankruptcy  of  Hartmut  Leibbrand, 
son  of  Willi's  late  brother  Alfred,  will  affect  the  fortunes  of  Willi's  sister  Lore  or  widow  Heidrun. 

Reimann  family  1.2  Chemicals,  consumer  products 

After  losing  out  to  L'Oreal  of  France  in  a  bidding  contest  for  Maybelline,  the  Reimann's  $3.2  billion 
(sales)  Benckiser  Group  bought  Unilever's  European  mass  market  color  cosmetics  business  and 
entered  a  joint  venture  with  Power  28  (Group),  a  major  Chinese  producer  of  consumer  products. 

Conle  family  1.2  Travel  services 

Owns  61%  of  LTU,  which  is  cashing  in  on  a  robust  German  market  for  vacation  travel.  The  company, 
whose  motto  is  "Holiday  all  along  the  line,"  is  big  on  vertical  integration:  It  owns  its  own  hotel  chain, 
catering  company,  airline,  cruise  line  and  tour  operator.  Sales  last  year  grew  8%,  to  $2.5  billion. 

Adolf  Merckle  1.0  Pharmaceuticals,  cement 

Controls  about  one  third  of  Germany's  wholesale  pharmaceutical  market  via  Phoenix  Pharmahandel. 
Also  owns  100%  of  Ratiopharm,  Germany's  leading  producer  of  generic  drugs,  and  11%  of  cement 
company  Heidelberger  Zement,  a  stake  worth  around  $280  million. 

Stroher  family  1.0  Hair  care 

A  disastrous  year  for  their  majority-owned  hair  care  company  Wella  AG.  Because  of  a  botched  restruc- 
turing and  other  mistakes,  Wella's  stock  price  is  down  31%  from  a  year  ago.  Longtime  Chief  Executive 
Peter  Zuthlsdorff  has  been  replaced,  and  the  management  board  has  been  decentralized. 

Werhahn  family  1.0  Diversified 

Wilh.  Werhahn  (sales,  $2.1  billion)  has  interests  ranging  from  soybean  milling  to  financial  services. 
The  collapse  of  Germany's  construction  sector  has  hit  contractor  Strabag  AG,  in  which  the  Werhahns 
own  a  49%  stak?.  In  the  last  year,  the  value  of  that  stake  has  fallen  66%,  to  $120  million. 
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GREECE.  IRELAND,  ITALY 
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Greece       Niarchos  family  3.5  Shipping,  investments 

Stavros  Niarchos  died  in  April  at  age  86,  ending  an  era  of  flamboyant  Greek  shipping  tycoons.  He  was 
famous  for  his  rivalry  with  Aristotle  Onassis,  but  eventually  sold  off  most  of  his  fleet.  Now,  youngest 
son  Constantine  is  assuming  a  larger  role  in  the  company. 

Lemos  family  3.0  Shipping,  investments 

Costas  Lemos  died  last  November  at  age  85.  At  his  peak  he  had  60  ships,  most  of  which  he  sold  off  in 
anticipation  of  the  freight  crisis  of  the  early  1980s.  Lemos  is  survived  by  his  son,  Michael,  who  oversees 
a  small  fleet  of  tankers  and  a  large  investment  portfolio. 


Silvio  Berlusconi 
The  ex-prime 
minister  is 
advertising  his 
Mediaset  IPO  in 
magazines  and  on 
TV  and  buses. 


Brothers  Hilti 
Michael  (right) 
chairs  the  fami- 
ly's fastener 
company  in 
Liechtenstein, 
while  Markus 
watches  over 
the  complicated 
family  trust. 


Ireland 


Italy 


John  Latsis  2.6  Shipping,  banking,  investments 

Owns  the  second-largest  fleet  in  Greece  and  a  major  oil  refinery.  Strong  ties  with  Saudi  Arabia,  having 
ferried  Moslem  pilgrims  to  Mecca.  Recently  sold  50%  of  a  Saudi  oil  refinery  to  Aramco  for  a  reported 
$1  billion.  Son  Spiro,  presumed  heir,  concentrates  on  banking  holdings. 

Livanos  family  2.5  Shipping,  investments 

George  P.  Livanos  has  the  largest  Greek  fleet  in  terms  of  tonnage  and  number  of  ships,  which  range 
from  hydrofoils  to  tankers.  Now  run  by  son  Peter,  known  for  aggressive  management  and  fleet  renewal. 
Cousin  George  S.  has  a  smaller  fleet  but  a  larger  investment  portfolio. 

Goulandris  family  1.7  Shipping,  investments 

Peter  George  Goulandris  has  emerged  as  leader  of  the  clan  following  the  death  of  his  uncle,  Basil 
Goulandris,  in  1994.  Most  of  the  Goulandris  family  members  are  based  in  London  but  have  interna- 
tional shipping  interests. 

John  T.  Dorrance  III  1.7  Campbell  Soup 

John  (Ippy)  Dorrance  III,  a  grandson  of  the  inventor  of  condensed  soup,  owns  10.5%  of  Campbell 
Soup.  Stock  rose  30%  in  the  past  year,  boosting  the  value  of  his  stake  by  $400  million.  After  11 
years  on  Campbell's  board,  he  retired  last  November.  Became  citizen  of  low-tax  Ireland  two  years  ago. 

Silvio  Berlusconi  5.0  Media,  diversified 

Reducing  control  over  empire  to  create  transparency  and  deflect  conflict  of  interest  charges  in  politi- 
cal career.  Judicial  scrutiny  of  past  dealings  is  thought  to  have  lowered  the  price  range  of  his  Mediaset 
offering.  To  compensate,  the  former  prime  minister  is  heavily  advertising  the  stock  of  the  media  firm. 
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SPECIAL       ADVERTISING  SECTION 


IS     THERE    A     LANGUAGE  BARRIER 


AT    YOUR  COMPANY? 


INTEGRATED 


SOLUTIONS 


ENABLE  YD  U  TD 


COMMUNICATE 


THRDUGH  A  MAZE 


OF  BUSINESS 


SYSTEMS. 


There  are  many  ways 


for  your 


employees  to  communicate  with  one  another. 

But  getting  your  business  systems  to  speak  to  each 
other  is  a  whole  different  story  —  one  that  doesn't 
always  have  a  happy  ending. 

Diebold  has  been  getting  around  high-tech  language 
barriers  for  many  years.  The  company  mobilizes  its 
state-of-the-art  skills  and  expertise  in  technology, 
software,  service  and  systems  integration  to  link 
together  a  broad  range  of  card-based  transaction 
and  security  systems.  Diebold  software  allows  a 
variety  of  systems  to  communicate  and  interact  with 
each  other  for  improved  efficiency,  productivity  and 
performance.  And  it's  a  solution  that's  working  in 
many  industries. 


SPECIAL       ADVERTISING  SECTION 


Proven  first  in  the 
financial  industry. 

The  financial  industry  is  particularly 
challenging,  with  its  many  diverse 
networks  and  high-security  require- 
ments. Diebold's  integrated  systems 
enable  financial  institutions  to  increase 
efficiency,  enhance  fee  income, 
strengthen  security  and  maximize 
shareholder  value.  Advanced  software 
systems  also  streamline  and  modernize 
dissimilar  networks  and  branches 
brought  together  through  mergers, 
acquisitions  and  consolidations. 

Improved  efficiency 
and  convenience  for 
other  industries,  too. 

Life  at  college  campuses  is  simpler 
these  days,  thanks  to  Diebold's 
Integrated  Campus  Access  Manage- 
ment (ICAM)  system,  a  card-based 
solution.  Fee  payment,  meal  plans, 
building  access  and  security  monitor- 
ing services  are  now  combined  in 
one  all-encompassing  network.  ICAM 
is  effective  in  many  types  of  campus- 
like environments,  including  hospitals, 
airports  and  corporate  facilities. 

Healthcare  providers  —  with  a 
greater-than-ever  emphasis  on 
improving  productivity  and 
enhancing  security  —  are  finding 
that  integrated  solutions  reduce 
paperwork,  control  dispensing  of 
medication  and  supplies,  and  secure 
hard-to-protect  areas  such  as 
pharmacies,  nurseries,  parking 
decks  and  research  labs. 

Diebold's  innovative  payment 
solutions  enable  retailers  to 
compete  better  by  reducing  costs 


and  increasing  customer  satisfaction. 
These  systems  for  electronic  funds 
transfer  can  be  tied  to  the  retailer's 
other  self-service  and  security 
networks  to  further  improve 
operations. 

Upgrades  are  easier 
than  ever. 

All  of  these  integrated  solutions 
feature  modular,  open-system 
platforms.  These  let  customers 
upgrade  their  systems  as  new 
features  become  available  or  as  new 
needs  develop. There's  no  need  to 
be  chained  to  out-of-date  technology. 


Providing  the  upgrades  is  a 
comprehensive  network  of  2,300 
Diebold  service  professionals  in  400 
locations  throughout  the  United 
States.  This  well-respected  group 
also  maintains  and  services  these 
essential  systems. 

Diebold's  vision  has  found  a  way 
through  the  maze  of  challenges  you 
face  in  preparing  for  the  future.  To 
determine  the  right  networks, 
facilities,  products,  software  and 
services  to  achieve  your  goals  — 
and  to  help  them  speak  the  same 
language  —  contact: 


Your  employees 


COMMUNICATE 


REGULARLY.  NOW, 


GET  YOUR  BUSINESS 


SYSTEMS  TO  DO 


THE  SAME. 


Diebold,  Incorporated 

P.O.  Box  3077 
Dept.  9-79 

North  Canton,  Ohio  44720-8077 
Call  toll-free  1-800-999-3600 
Fax  330-490-3794 

Internet  http:  /  / www.diebold.com 


ITALY,  UECHTENSf     HETHERIMBS,  SCANDINAVIA 


v"'.  _ 

Estimated 

net  worth 

Country 

($bil) 

Business 

Italy  Giovanni  Agnelli  and  family  2.8  Automobiles,  investments 

Agnelli,  75,  retired  after  30  years  as  chairman  of  Fiat,  the  company  his  grandfather  founded  in 
1899.  New  chairman  Cesare  Romiti  is  said  to  be  keeping  the  seat  warm  for  Agnelli's  heir  apparent, 
32-year-old  nephew  Giovanni  Alberto  Agnelli.  Fiat's  sales  rose  17%  last  year  to  $49  billion. 

Leonardo  Del  Vecchio  2.3  Eyewear 

After  his  Luxottica  paid  $1.4  billion  for  US  Shoe  last  year,  Del  Vecchio  unloaded  the  shoe  business 
and  kept  LensCrafters,  America's  top  eyeglass  retailer.  The  wisdom  of  having  a  captive  customer  for 
its  eyewear  has  been  reflected  in  spades  in  the  price  of  Luxottica's  stock— up  53%  in  the  last  year. 

Michele  Ferrero  and  family  2.3  Confectionary 

Confectioner  Ferrero  International  B.V.  released  sales  ($4.2  billion)  and  some  profit  figures  to  show  how 
well  it  weathered  a  factory  flood  and  a  dip  in  Italian  food  consumption.  The  openness  is  likely  the  work 
of  Giovanni,  31,  and  Pietro,  32,  whose  duties  increase  as  papa  Michele,  71,  nears  retirement. 

Luciano  Benetton  and  family  2.0  Clothing,  diversified 

Aggressively  moving  beyond  apparel,  having  spent  some  $500  million  for  stakes  in  Italy's  Autogrill 
restaurant  chain  and  SME  retail  chain.  Benetton  Sportsystem  includes  Prince  tennis  rackets,  Nordica 
ski  gear  and  Rollerblade  in-line  skates.  Rollerblade  is  expected  to  go  public  this  year. 

Rossi  di  Montelera  family  1.8  Spirits,  wine 

Descendants  of  Luigi  Rossi,  who  in  1860  joined  what  was  to  become  Martini  &  Rossi,  the  leading 
vermouth  company.  In  1993  the  Rossi  de  Monteleras  joined  forces  with  the  Bacardi  family,  who 
make  the  rum  of  that  name,  in  a  deal  valued  at  around  $2  billion.  (See  above.) 

Liechtenstein  Martin  Hilti  and  family  1.5  Construction  tools 

Weakness  in  much  of  Europe's  construction  sector  has  Hilti  AG— which  derives  about  65%  of  its 
$1.6  billion  in  sales  from  Europe— focusing  on  tools  for  demolition  and  drilling.  Martin  Hilti,  81,  is 
honorary  chairman. 

Netherlands  Brenninkmeijer  family  3.8  Retailing 

Fortune  began  in  1841  when  brothers  Clemens  and  August  Brenninkmeijer  opened  a  dry  goods  store 
in  the  Dutch  hamlet  of  Sneek.  Today  its  centerpiece  is  the  C&A  department  store  chain.  Worldwide, 
the  ultrasecretive  family  probably  moves  over  $10  billion  in  goods  annually. 

Alfred  Heineken  2.6  Beer 

Retired  from  the  supervisory  board  of  Heineken  N.V.,  but  stil!  remains  chairman  and  majority  owner  of 
Heineken  Holding  N.V.,  which  owns  50.05%  of  the  famous  brewer.  The  company,  which  is  expanding 
rapidly  in  Asia,  has  seen  its  stock  price  jump  75%  in  the  last  year. 

Fentener  van  Vlissingen  family  2.5  Retailing,  energy 

Own  60%>  of  SHV  Holdings,  which  derives  about  75%  of  its  $15.3  billion  in  revenues  from  retail 
chain  SHV  Makro,  and  the  rest  from  oil  and  gas  concern  SHV  Energy.  Makro  has  over  130  outlets 
worldwide  and  two  publicly  traded  companies,  in  Thailand  and  Brazil. 

Scandinavia  Hans  and  Gad  Rausing  9.0  Packaging 

Hans,  70,  retired  from  Tetra  Leval  Group,  the  world's  leading  manufacturer  of  packaging  that  preserves 
perishable  liquids.  He  sold  out  his  half  to  brother  Gad,  74,  for  an  estimated  $4.5  billion.  Gad  now 
controls  the  $9.9  billion  (sales)  company  along  with  his  daughter,  Kirsten,  and  sons,  Finn  and  Jorn. 

Matrsk  McKinney  Moller  and  family  2.5  Shipping,- energy 

Control  60%  of  AP  Moller  Group,  a  shipping  and  energy  combine  that  earned  an  estimated  $450 
million  last  year  on  sales  of  $11  billion.  AP  Moller  and  Sea-Land  Service,  a  leading  U.S.  container 
carrier,  i.ave  agreed  to  jointly  operate  ships  and  terminals.  Moller,  83,  is  still  at  the  helm. 

Kjeld  Kirk  Kristiansen  and  family  2.3  Lego 

Their  Lego  building-blocks-for-kids  empire  is  feeling  the  heat  from  PC  and  CD-ROM  products.  Profits 
at  Lego  A/S,  which  includes  23  of  the  group's  50  companies,  last  year  fell  49%,  to  $41  million,  on 
a  9%  drop  in  sales.  Sign  of  the  times:  California-based  Mindscape  plans  to  launch  a  Lego  CD-ROM. 
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Seven  of  the 

world's  ten  largest 
open  data  warehouses 
run  oo  Sequent  systems. 
Evidently,  our  customers  think 
we  know  what  we're  doing. 
And  their  cumpetitioo  is  dying 
to  know  what  it  is. 


If  you'd  like  to  know  what  we  can  do  for  you,  give  us  a  call  today  at 
1-800-257-9044,  check  out  our  web  site  at  http://www.sequent.com. 


I^Open  Systems  That  Work 


pentium® 


*  EUROPE 


SCANDINAVIA,  SPAIN.  SWITZERLAND 


Estimated 

net  worth 

Country  f 

C$b») 

Business 

ingvar  Kamprad  1.7  Furniture,  retailing 

Ikea,  the  discount  furniture  maker/retailer  founded  by  Kamprad  in  1943,  is  owned  by  an  irrevocable 
foundation  set  up  to  preserve  Ikea  after  his"  death.  Most  of  Kamprad's  Ikea  wealth  comes  via  Inter 
Ikea,  which,  as  owner  of  the  Ikea  franchise  and  trademark,  collects  3%  of  sales  from  the  Ikea  stores. 


Stefan  Persson  and  family  1.4  Retailing 

Built  Hennes  &  Mauritz  into  a  European  version  of  the  Gap  by  selling  almost  100%  private-label  mer- 
chandise that  is  both  fashionable  and  reasonably  priced.  Based  in  Stockholm,  the  company  has  a  mar- 
ket capitalization  over  $3  billion.  (See  above.) 

Spain         Emilio  Botm  and  family  2.0  Banking 

Banco  Santander,  headed  by  Botm,  gradually  acquired  30%  of  New  Jersey's  First  Fidelity  from  1991 
to  1995,  paying  $664  million.  Last  year,  First  Fidelity  was  taken  over  by  Charlotte-based  First  Union. 
Result:  Santander  now  owns  an  11%  stake  in  First  Union,  which  is  worth  $1.9  billion. 

March  family  1.1  Diversified 

Holding  company  C.F  Alba,  controlled  by  brothers  Juan,  56,  and  Carlos,  50,  continues  to  prosper 
from  its  stakes  in  French  retailer  Carrefour  and  its  Spanish  subsidiary,  Pryca.  Other  interests  include 
two  banks,  a  piece  of  cellular  telephone  consortium  Airtel,  and  Gines  Navarro,  a  construction  firm. 


Ingvar  Kamprad 
Profits  from 
his  enormously 
successful  Ikea 
furniture  stores 
go  to  a  founda- 
tion whose 
primary  purpose 
is  to  perpetuate 
the  Ikea  company. 


Kjeld  Kirk 
Kristiansen 
Lego,  the  build- 
ing-blocks-for-kids 
empire  founded 
by  his  grandfa- 
ther, is  expanding 
into  theme  parks 
and  digital  media. 


Koplowitz  sisters  1.0  Construction 

Sisters  Alicia,  44,  and  Esther,  46,  control  Fomento  de  Construcciones  y  Contratas  (FCC),  which  is  big 
in  construction  and  sanitation  (1995  revenues:  $3.1  billion).  Last  October  FCC's  investment  arm, 
Grucycsa,  bought  a  25%  stake  in  OMSA,  which  markets  Oscar  Mayer  products  in  Spain. 

Switzerland  Paul  Sacher,  Oeri  and  Hoffmann  family         13.1  Pharmaceuticals 

Sacher,  90,  stepped  down  from  the  board  of  drug  giant  Roche,  as  did  his  stepson  Dr.  Lukas  Hoffmann 
and  son-in-law  Dr.  Jakob  Oeri.  Their  sons,  Andre  Hoffmann  and  Andreas  Oeri,  have  taken  their  place. 
It's  unclear  whether  Sacher  will  continue  to  preside  over  the  families'  controlling,  bearer  voting  shares. 

Walter  Haefner  5.5  Automobiles,  software 

If  you  want  a  VW  or  a  Porsche  in  Switzerland,  there's  only  one  place  to  go— Haefner's  Amag  importer, 
wortii  at  least  $1  billion.  But  what  has  vaulted  Haefner  into  the  realm  of  the  megarich  is  his  23% 
stake  in  "omputer  Associates.  Its  value  has  grown  by  over  $1  billion  in  just  the  past  year. 

Landolt  famt  4.5  Pharmaceuticals,  financial  services 

The  value  of  their  estimated  9%  stake  in  Sandoz  is  up  over  $1  billion  since  last  June,  before  it  was 
announced  ihc.  Sandoz  would  merge  with  another  pharmaceutical  giant,  Ciba.  The  family  also  has 

interests  in  banking  and  watchmaking.  (See  above.) 
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Gold  with  Muscle 

How  to  acquire  historic  world  gold  pieces... 
at  about  the  same  price  as  common  bullion  coins! 


There  is  nothing  in  human  experience 
more  respected  as  a  store  of  wealth 
than  gold.  And  in  the  world  of  cur- 
rencies, there  is  none  more  renowned  for 
its  strength  than  the  Swiss 
franc.  From  1970  to  1995, 
the  Swiss  franc  has  appreci- 
ated 258%  against  the  U.S. 
dollar  —  far  more  than  any 
other  world  currency. 


the  equivalent  of  .  1 867  troy  ounces  of  pure 
gold,  and  you  can  get  them  for  as  low  as 
14.87%  above  their  gold  value  from 
Jefferson  Coin  &  Bullion. 


The  Swiss  Helvetia  can  now 
be  acquired  for  about  the 
same  cost  as  comparable 
gold  bullion  coins. 


Now,  investors  can  com- 
bine the  two  most  valued 
symbols  of  financial  securi- 
ty in  one  investment:  The 
historic  Swiss  20  franc  gold 
coin. 

In  short,  the  Swiss  20  franc  "Helvetia" 
gold  coin,  offers  investors  a  suite  of  advan- 
tages that  are  clearly  unsurpassed  by  any 
other  gold  coin  option... 

No  Reporting 
Requirements. 

According  to  Internal  Revenue  Service 
Revenue  Procedure  92-103,  many  gold 
coins  or  bars  must  be  reported  on  Form 
1099-B  when  sold.  This  requirement  large- 
ly eliminates  the  privacy  advantage  of  gold 
investment  that  is  so  attractive  to  many 
investors. 

But  under  current  tax  law  and  IRS  regu- 
lation interpretations,  there 
are  no  broker  reporting 
requirements  whatsoever 
when  you  buy  or  sell  Swiss 
Helvetia  gold  pieces. 


This  compares  with  15.00% 
over  gold  value  for  a  tenth-ounce 
American  Eagle,  Maple  Leaf  or 
Australian  Nugget  bullion  coin. 

TWO  Ways 
To  Profit. 

Naturally,  the  value  of  a 
Helvetia  increases  as  gold  rises. 
But,  an  investor  could  also  profit 
handsomely  as  the  premium  over 
gold  value  rises. 

Historically,  the  Swiss  Helvetia  has  trad 
ed  for  as  much  as  a  91%  premium  over  its 
gold  value.  From  1972  to  1979,  it 
traded  for  an  average  premium  of 
64%. 

Today's  premium,  at  only  about 
15%,  means  an  investor  benefits 
from  substantial  added  profit 
potential. 

The  Equivalent  Of 
FREE  GOLD. 


sold 

for  premi- 
ums in 

excess  of 
90%.  And 

that's  why  we  are  so 
excited  about  the  win- 
dow that  has  opened 
for  us  now. 

These  classic  gold  coins, 
some  approaching  a  century 
old,  are  now  selling  at  near  bul- 
lion prices! 

This  is  why  we  strongly  urge  pur- 
chase of  Brilliant  Uncirculated  Helvetias 

immediately. 


The  Better  Gold  Choice 

Subject  to 


Description 

Reportable  Confiscation 

Premium 

Price 

1/10  oz.  American 
Eagles 

NO» 

YES 

15.0% 

$44.50 

1/10  oz.  Canadian 
Maple  Leafs 

NO* 

YES 

15.0% 

$44.50 

1/10  02.  Australian 
Kangaroos 

NO* 

YES 

17.6% 

$45.50 

.1867  02.  Swiss 
Helvetia 

NO 

NO 

14.9% 

$83.00 

Based  on  gold  at  S387 

'ounce.  'Fractional  bullion  gold  pieces  are  not  reportable 

under  current  regulations,  although  one^junce  coins  may  be. 


!  30% 
20% 


0% 


■  I 
I  I 


NOT  Subject  to 
Confiscation. 

The  Helvetia  boasts 
another  very  important 
advantage  over  other  gold 
bullion  coins:  It  is  not  sub- 
ject to  any  gold  confiscation 
law  passed  in  U.S.  history, 
due  to  its  status  as  a  collec- 
tor piece. 

The  infamous  Executive 
Order  6102,  issued  by 
Franklin  Roosevelt  on  April 
5,  1933,  confiscated  the 
gold  holdings  of  American 
citizens.  But  Section  2(b)  of  this  order 
specifically  excluded  collector  coins. 

About  The  Same 
Cost  As  Bullion. 

Each  .900  fine  Swiss  Helvetia  contains 


Historically  Low  Premiums 

Provide  The  Potential  For 
Significant  "Bonus"  Profits 


90% 
80% 


1974  199G 
Swiss  Helvetia  gold  pieces  traded  tor  an 
average  premium  of  64%  from  1972  to  1979, 
In  1974,  they  traded  tor  a  premium  of  91.4% 
Today,  these  same  coins  are  available  for  as 
little  as  15%  above  their  melt  value,  offering 
investors  a  rare  buying  opportunity. 


Rising  premiums  give  an 
investor  the  equivalent  of  free  gold.  Take, 
for  example,  an  investor  who  buys  1 ,000 
Helvetias  today  for  about 
$83,000.  He  has  the  equivalent 
of  1 86.7  troy  ounces  of  pure 
gold.  For  the  sake  of  simplici- 
ty, let's  assume  that  the  gold 
price  remains  the  same,  , 
while  the  Helvetia  premium 
rises  from  15%  to  45%.  At 
that  premium,  our  investor's 
Helvetias  are  now  worth 
$104,767  retail,  and  about 
$97,512  wholesale. 

If  he  sells  his  Helvetias 
and  buys  gold  bullion  with 
his  $97,512,  he  gets  245 
ounces  of  gold  after  all 
commissions  and  premiums. 
So  without  any  rise  in  the 
price  of  gold,  he  would  col- 
lect an  extra  58  ounces  of 
what  is,  in  effect,  free  gold. 
At  a  gold  price  of  $387.00,  that's  a  prof- 
it of  $22,446  with  no  rise  in  gold  at  all. 

A  Rare  Opportunity. 

Swiss  Helvetias,  British  Sovereigns 
and  other  classic  world  gold  coins  have 


The  prices  below  will  change  with  fluc- 
tuations in  the  price  of  gold.  Supplies  from 
Europe  can  be  severely  limited  at  times,  so 
we  reserve  the  right  to  limit  purchases.  For 
best  prices  and  availability,  investors 
should  call  Jefferson  Coin  &  Bullion  (800- 
593-2584)  immediately. 


Price  Indications 


"S"  Call  800-593-2584  S 

For  current  pricing  and  availability. 
Swiss  Helvetias 

Brilliant  Uncirculated  Condition.  Minted  1897 
to  1949,  dates  our  choice,  .900  fine  gold,  .1867 
troy  ounce  total  gold  weight. 

250  coins  or  more  $83.00  each 

100  to  249  coins  $84.00  each 

10  to  99  coins      $85.00  each 

5  to  9  coins         $86.00  each 
Note:  Prices  will  change  with  fluctuations  in  the  gold  price. 
Prices  are  based  on  $387/ounce  spot  gold.  Due  to  their  low 
premium  above  melt  value,  no  credit  card  orders  can  be 
accepted  on  sales  of  these  coins  Allow  two  to  six  weeks  for 
delivery.  Call  for  current  prices  and  availability  on  other  clas- 
sic world  gold  pieces,  as  well  as  a  full  selection  of  competi- 
tively priced  modem  bullion  and  rare  U.S.  gold  coins. 

Jefferson  Coin  &  Bullion,  Inc. 
2400  Jefferson  Hwy  •  Suite  600 
Jefferson,  LA  70121 
America's  Leading  Coin  Firm™ 


Jefferson  Coin  &  Bullion  is  the  only  rare  coin  firm  owned  and  operated  by  James  U.  Blanchard  III,  : 
publisher  of  Gold  Newsletter  and  a  leading  advocate  of  investor  rights  for  more  than  25  years.  laiREimn 


Special  Advertising  Series 


NATIONWIDE 

INSURANCE 

ENTERPRISE 


The  company  is  the  Nationwide 
Insurance  Enterprise,  one  of  the  leading 
providers  of  insurance  and  long-term 
savings  products  in  the  United  States. 

Nationwide  has  maintained  a  high 
standard  for  innovative  service  to  its 
customers  ever  since  it  began  business 
in  Columbus,  Ohio,  70  years  ago. 

Nationwide  approaches  its  mission 


"Governor  George  Voinovich 
is  carrying  on  a  tradition 
of  encouraging  business 
growth  in  Ohio. " 
D.  Richard  McFerson, 
Chairman  and  CEO, 
Nationwide  Insurance 
Enterprise 


with  a  simple  and  direct  philosophy  of 
business:  Customer  service  comes  first. 
The  company  says  in  its  vision  statement 
that  it  exists  to  serve  its  customers. 

"This  company  has  always  empha- 
sized service  to  the  customer,"  says 
D.  Richard  McFerson,  Nationwide 
Insurance  Enterprise  chairman  and 
CEO.  "Nationwide's  leaders  always 
believed  that  if  you  give  good  service,  if 
you  use  your  resources  to  provide  what 
the  customer  needs  and  wants,  then 
profits  will  take  care  of  themselves." 

Nationwide  Insurance  has  strong 
praise  for  Ohio  as  a  place  to  do  business 
and  as  a  headquarters  site. 

"Ohio  s  laws  give  insurance  compa- 
nies latitude  to  be  innovative  and 
creative,"  McFerson  says.  "Ohio  fosters 
free  market  competition,  which  ultimately 


benefits  the  consumer. 
This  kind  of  positive 
environment  encouraged 
Nationwide  to  take  inno- 
vative approaches  that 
spurred  the  company  to  be 
a  true  industry  leader." 

Nationwide,  for  ex 
ample,  was  one  of  the 
first  insurance  com- 
panies to  diversify 
into  a  multiline 
insurer  offering 
policies  cov 
ering  auto, 
life,  home 
and  health, 

and  later 
into  business 
insurance  and  other  protec- 
tion. More  than  40  years  ago,  it 
was  the  first  insurer  to  go  into  the 
mutual  funds  business,  the  fore- 
runner to  its  long-term  savings 
operations  in  which  the  company  is  now 
a  national  leader. 

McFerson's  vision  is  to  build  upon 
Nationwide's  leading  positions  in  insur- 
ance and  financial  services  by  always 
keeping  to  the  customer-first  imperative. 

The  environment  that  helps  foster 
Nationwide's  success  includes  a  rich  pool 
of  human  resources,  McFerson  says. 
"Columbus  has  one  of  the  largest  concen- 
trations of  insurance  company  head- 
quarters in  the  nation,"  he  notes.  "There 
are  many  reasons  for  that,  including  an 
excellent  pool  of  human  resources. 
Central  Ohio,  with  its  many  colleges  and 
universities,  is  a  good  place  to  find  the 
talent  that  Nationwide  needs  for  a  success- 
ful headquarters  operation." 

Nationwide  has  grown  to  28,000 
employees,  with  10,400  working  in  Ohio. 


Asset  growth 
during  the  last 
decade  has  been  nothing 
short  of  spectacular,  reaching 
$60  billion  this  year.  Revenues  last 
year  were  $18.3  billion.  In  an  industry 
that's  closely  regulated  by  the  state  govern- 
ment, the  match  of  Ohio  and  Nationwide 
is  a  relationship  of  mutual  respect. 

"We're  proud  to  be  Ohio  born  and 
bred,  and  we're  happy  to  have  our  inter- 
national headquarters  in  the  Buckeye 
State,"  McFerson  says.  "Ohio  fosters  a 
competitive  business  environment  that 
ultimately  makes  the  consumer  a  winner." 


NATIONWIDE  INSURANCE  ENTERPRISE 
614-249-7111 

OHIO  DEVELOPMENT  OPPORTUNITIES 
800-345-OHIO 
http://www.ohiobiz.com 


IF  OHIO 

WERE  A  COUNTRY... 

It  would  rank  as  the  world's  16th-largest  economy, 
illustrating  its  standing  in  the  global  marketplace. 


Advertisement 


ROPPE 

CORPORATION 


In  the  small  northwestern  Ohio 
town  of  Fostoria,  Roppe  Corporation  is 
entering  its  fifth  decade  of  sharing  growth 
and  success  with  an  ever-expanding 
community  family. 

In  1956,  when  Thony  Roppe  was 
looking  for  a  site  for  his  extruded  rubber 
products  company,  Fostoria  was  a  natural 
fit:  a  small-town  atmosphere  in  which  to 
nurture  company  and  family.  Today,  the 
fit  between  firm  and  family  is  still  a 
natural—  and  both  have  grown  immensely. 

Roppe  Corporation  has  become  a 


$60  million  company,  the  leader  in  vinyl 
and  rubber  products  for  commercial  and 
residential  baseboards,  tiles  and  stair 
treads.  The  company  has  expanded 
operations  into  other  states,  but  its 
heart  and  sou!  remain  in  Fostoria. 

"This  was  the  best  place  to  start  the 
business,  and  it's  still  the  best  place  for 
the  business,"  says  Roppe  Chairman  and 
CEO  Donald  P.  Miller.  "In  a  community 
like  this,  we  can  draw  upon  talents  that 
fit  our  needs,  and  we  can  make  a  real 
impact  on  the  community." 

Roppe's  family-style  management 
philosophy  is  behind  a  unique  incentive- 
based  employee  program.  Employees  set 
production  quotas  and  work  as  long  as 
necessary  to  meet  them.  While 
the  pay  scale  is  tied  to  an  eight- 
hour  day,  it's  not  unusual  for 
workers  to  be  headed  home  an 
hour  or  so  early.  The  program  has 
helped  boost  productivity  and 
satisfaction  to  enviable  levels. 

"The  employees  police  themselves, 
because  they're  in  control  of  their  own 
schedules  and  expectations,"  Miller 
says.  "Consequently,  our  productivity 
levels  are  considerably  higher  than 
similar-size  companies;  our  pay  scale 
and  benefits  are  above  average,  and  our 
workers  seem  to  have  a  greater  feeling 
of  job  satisfaction." 

Miller  points  out  that  last  year,  more 
than  half  of  the  company's  hourly  workers 
recorded  perfect  attendance  on  the  job. 

"We're  truly  blessed  with  the  kind 
of  people  we  have  here  in  Fostoria  and 
at  the  company,"  Miller  says.  "We  have 
no  problem  hiring  here." 

The  employees  themselves  appear 
to  enjoy  and  respect  the  family  atmo- 
sphere. Each  year  a  series  of  ball  games, 
bowling  outings,  an  annual  all-day  picnic 


and  other  family-style  events  are  held. 

Roppe's  commitment  to  community 
projects  and  causes  has  helped  keep 
Fostoria's  assets  locally  owned  and 
vibrant.  A  program  that  employs  handi- 
capped people  in  a  Roppe  subsidiary  has 
seen  astounding  productivity  num- 
bers while  fostering  a  valuable  sense 
of  accomplishment  and  belonging. 

Miller  also  credits  the  business 
atmosphere  of  Ohio  for  his  company's 
success.  He  says  the  Voinovich 
administration  has  turned  around  the 
state's  manufacturing  outlook  by 
becoming  a  true  partner  with  manu- 
facturing firms. 

"We've  never  asked  the  state  for  any 


"In  a  community  like  this, 
you  don't  have  to  be  a 
top-500  national  company 
to  make  a  difference. " 
Donald  P.  Miller, 
Chairman  and  CEO, 
Roppe  Corporation 


kind  or  help  that  they  didn't  step  in  right 
away  to  provide,"  Miller  says.  "If  there's 
anything  the  state  can  do  to  foster 
growth,  they  do  it.  For  the  business 
atmosphere  and  the  lifestyle,  we  feel 
very  fortunate  to  be  here  in  Fostoria." 


■  ROPPE  CORPORATION 
800-537-9527 

OHIO  DEVELOPMENT  OPPORTUNITIES 
800-345-OHIO 
http://www.ohiobiz.com 


Estimated 

net  worth 

Country 

Narrie 

($bil) 

Business 

Switzerland 

Fabio  Bertarelli 

2.5 

Pharmaceuticals 

The  ailing  Bertarelli,  72,  passed  the  reins  of  pharmaceutical  maker  Ares-Serono  to  son  Ernesto,  30. 
After  growing  just  4%  last  year,  to  $29  million,  profits  should  double  in  1996  as  Ares-Serono  intro- 
duces a  recombinant  infertility  drug  that  remedies  a  supply  problem  with  the  natural  version. 

Stephan  Schmidheiny  2.3  Investments 

Schmidheiny,  48,  has  a  portfolio  that  includes  forest  land  in  Brazil,  industrial  stocks  and  much  else. 
And  a  green  streak:  Just  out  is  the  follow-up  to  Changing  Course,  his  1993  book  about  how  business 
people  can  help  the  environment;  this  time  he  tells  the  wealthy  how  to  do  it  in  Financing  Change. 


Emilio  Botin 
On  the  move  in 
Latin  America,  his 
Banco  Santander 
just  purchased 
stakes  in  Chilean 
and  Peruvian 
banks.  Next  stop: 
Mexico. 


Ernesto  Bertarelli 
This  Harvard 
M.B.A.  has 
some  big 
shoes  to  fill  at 
Ares-Serono, 
the  Swiss 
infertility  drug 
maker  built  by 
his  father. 


Thomas  Schmidheiny  2.0  Construction  materials 

After  years  of  acquisitions,  50-year-old  Thomas,  older  brother  of  Stephan  (which  see),  has  consolidat- 
ed his  holdings  under  the  "Holderbank"  Group,  now  the  world's  largest  cementmaker  (sales,  $6.5  bil- 
lion). Thomas  owns  53%  of  the  Group,  which  is  active  in  more  than  35  countries. 

Liebherr  family  1.5  Construction  equipment 

With  a  recession  in  much  of  Europe's  construction  industry  putting  a  damper  on  its  core  business- 
cranes  and  construction  equipment— Liebherr  is  looking  for  growth  in  other  markets.  Last  July  it  bought 
Kansas  dump  truck  company  Wiseda,  which  should  complement  its  mining  and  quarrying  equipment. 

Martin  Ebner  1.5  Investments 

Maverick  fund  manager  who  has  shaken  up  the  Swiss  financial  establishment  with  his  proxy  battle 
against  Union  Bank  of  Switzerland.  Since  1991  he's  earned  fees  and  profits  estimated  at  over  $1  bil- 
lion. (See  above.) 

Sergio  Mantegazza  1.5  Travel  services 

When  members  of  Britain's  working  classes  sun  themselves  in  Spain,  his  Globus/Cosmos  travel  com- 
pany often  flies  them  there.  But  it  hasn't  all  been  smooth  sailing  for  the  Mantegazza  clan.  (See 

above.) 

Klaus  Jacobs  1.4  Chocolate,  temp  agencies,  investments 

There  were  snickers  aplenty  a  few  years  back  when  Jacobs,  heir  to  a  chocolate  and  coffee  fortune, 
began  buying  shares  in  loss-making  employment  agency  Adia.  Not  anymore.  In  May  a  revived  Adia 
agreed  to  merge  with  France's  Ecco  to  create  the  world's  largest  agency,  with  revenues  of  $6.2  billion. 

Baron  Hans  Heinrich  Thyssen-Bornesmisza      1.1  Art,  industry 

Sold  the  best  of  his  art  collection  to  Spain  in  1993  for  $350  million— a  fraction  of  its  value— in 
return  for  its  ^manent  location  near  Madrid's  prestigious  Prado  Museum.  He  keeps  the  rest  of  his 
collection  at  his  Villa  Favorita  in  Lugano.  Also  owns  industrial  holding  company  TBG  Holding. 
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"We  Were 
Looking  For 

Results 

So  We  Went 

With  The 

One  Company 

That    Has  The 

Reputation  For 

Results/' 


John  Franck,  Chairman,  Tultex  Corporation 


So 


"The  fleece  apparel  industry  consolidated  very 
rapidly  in  the  late  1980's  and  Tultex  found  itself 
under  enormous  competitive  pressure.  We  real- 
ized we  needed  to  do  more  than  just  fix  things  as 
they  came  along  — we  needed  a  cultural  change. 

"We  looked  at  a  lot  of  firms,  but  the  approaches 
seemed  canned.  We  needed  an  initiative  tailored 
to  us,  and  we  knew  that  for  this  to  be  successful 
it  had  to  be  done  by  our  people,  not  by  outsiders. 
Zenger  Miller's  approach  to  consulting  and 
training  enabled  us  to  cascade  change  throughout 
the  organization.  We  didn't  find  that  with  the 
other  firms  we  talked  with. 


Tultex  Tultex 
Objectives  Results 


Shorten  Cycle  Times  10%  Reduction 


And  Lower  Costs. 


In  Costs. 


WEES?  1 


ZengerMiller 


"The  cultural  changes,  cost  reductions  and 
productivity  gains  Zenger  Miller  has  helped  us 
to  achieve  are  truly 

remarkable."  htm 

A  Reputation  For  Results™ 

Yes,  we're  looking  for  improved  results  in  our  organization. 

 Please  send  me  information  on  how  you  can  help  us. 

 PLE4.VE  have  my  zenger  miller  account  representative  call  me  now. 


Organization. 


Industry  Type. 


.  #  of  Employees. 


Mailing  Address. 
City  


) 


.State. 
.Fax(_ 


Zip_ 


-)- 


Complete  and  mail  today  to  Zenger  Miller,       77  * Times  Mirror 

1735  Technology  Drive,  San  Jose,  CA  95110-1313 

Call  1-800-566-0630,  Dept.  310  or  FAX  1-800-566-0636 


>1995  Zenger-Miller.  Inc 


Improve  Inventory 
Turns. 

Reduce  Inventory 
Overhead. 

Customer  Retention 
And  Acquisition. 


22%  Improvement 
In  Turns. 

$25  Million  Reduction 
In  Inventory  Overhead. 

Increased  Market  Share, 
Enhanced  Reputation 
For  Quality  And  Service, 
$13  Million  Added  To 
The  Bottom  Line. 


SWITZERLAND,  MOTH!  KINGDOM 


Estimated 

net  worth 

Country  Name 

($bil) 

Business 

Switzerland  Andre  family  1.0  Commodities  trading 

Made  its  reputation  after  World  War  II  by  trading  goods  around  the  world.  Today  Lausanne-based 
Andre  &  Cie  has  an  annual  trading  volume  estimated  at  $10  billion.  (See  above.) 


United       David  Sainsbury  and  family  4.1  Supermarkets 

Kingdom  Saw  net  worth  drop  by  about  $1  billion  in  the  last  year  as  J.  Sainsbury  Pic.  continued  to  lose  ground 
in  the  domestic  grocery  market  to  rival  Tesco,  which  has  been  buoyed  by  a  hugely  successful  loyalty 
card.  Reversing  its  opposition  to  the  concept,  J.  Sainsbury  now  plans  to  launch  its  own. 

Garry  Weston  and  family  3.3  Food 

Garry,  older  brother  of  Galen  Weston  [which  see),  runs  Associated  British  Foods,  which  is  big  in  bread 
and  sugar  and  has  some  $900  million  in  cash.  When  Garry  retires  next  year,  nonfamily  managers  will 
likely  assume  operating  responsibility  until  son  Guy,  now  in  his  mid-30s,  is  ready  to  take  over. 

Schroder  family  1.8  Banking 

Vow  to  maintain  the  independence  of  their  178-year-old  investment  bank,  Schroders  Pic,  despite 
industry  consolidation  that  has  seen  rivals  like  S.G.  Warburg  and  Kleinwort  Benson  absorbed  by  big 
commercial  banks.  The  family  still  owns  48%  of  Schroders. 

Moores  family  1.8  Retailing,  betting  pools 

Apparently  holding  out  for  a  sweeter  deal  after  having  rejected  two  offers  in  the  $1.7  to  $1.8  billion 
range  for  their  Littlewoods  Organization,  famous  for  its  low-end  retailing  and  betting  pools.  Faced  with 
stiff  competition  from  the  U.K.  national  lottery,  revenues  from  betting  pools  fell  26%  last  year. 

Gerald  Cavendish  Grosvenor  and  family  1.6  Real  estate 

A  recovery  in  London's  property  market  has  boosted  their  Grosvenor  Estate  Holdings,  which  owns 
some  300  acres  in  Mayfair  and  Belgravia.  Through  Vancouver,  B.C.-based  Grosvenor  International 
Holdings,  the  family  also  has  property  interests  in  the  U.S.,  Canada  and  Australia. 

Richard  Branson  1.4  Diversified 

Quite  a  year  for  this  celebrity  billionaire.  Extended  the  Virgin  name  into  cinemas;  stole  some  of  Coca- 
Cola's  thunder  with  new  Virgin  Cola  sign  in  Times  Square;  hired  Lisa  Leeson,  wife  of  rogue  trader  Nick 
of  Barings  fame,  as  stewardess  on  his  airline;  and  got  sued  for  sexual  harassment  by  an  ex-employee. 


Hans  Rausing 
Deep  pockets:  An 
estimated  $4.5 
billion  at  his  dis- 
posal after  selling 
his  share  of  pack- 
aging giant  Tetra 
Leval. 


David  Sainsbury 
(far  right) 

Cooking  up  a  growth 
plan:  His  do-it-your- 
self retailer 
Homebase  in  the 
U.K.  and  Shaw's 
supermarkets  in  the 
U.S.  help  to  counter 
a  soft  U.K.  grocery 
business. 
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SAVIN'S  GOING  TO  WIN  YOU 
OVER  BY  REDUCING  BOTTLENECKS 
IN  YOUR  PAPER  FLOW. 

We've  got  the 
products,  the  document 

solutions  and  the 
f  dedicated  people  to 
make  paper  move 
through  your  office  more 
'efficiently. 
We  can  size  up  your  needs  to 
give  you  the  document  handling 
solutions  that  will  be  most  produc- 
tive for  you. 

And  with  one  of  the  most  com- 
plete product  lines  in  the  industry 
you'll  get  a  customized  solution  to 
fit  your  specific  needs. 

From  high  speed,  high  volume 
copiers  that  produce  up  to  80  clear, 
crisp  copies  a  minute. 

To  plain  paper  facsimile  machines 
that  let  you  fax,  copy,  scan  and  print 
from  your  computer 

To  digital  full  color  imaging  sys- 
tems that  edit  and  print  your  docu- 
ments from  hard  copy  or  from 

images  and  text  sent 
directly  from  your 

computer.  And  with  our  superior  imaging  technology,  the  high 
resolution  color  prints  are  almost  indistinguishable  from  the  originals. 
In  other  words,  the  possibilities  are  unlimited. 
For  the  right  document  solutions  backed  by  great  service 
and  people  who  are  determined  to  win  you  over,  choose  Savin. 
And  embark  on  the  new  wave  of  managing  documents.  | 

sai/m 

WE'RE  GOING  TO  WIN  YOU  OVER 


ADVERTISEMENT 


INVESTING  IN  ART: 

THE  ART  OF  KNOWING  WHO  KNOWS... 


Henri  Matisse,  Portrait  Dc  Fillette,  1947,  charcoal  on  paper, 
20  %x  15  'A  inches,  signed  lower  left 


Jean  Renoir,  En/am  Endarmi,  pastel  on  paper,  12  !4  x  15  'A  inches, 
1 886,  signed  lower  left 


Serious  collectors  already  know  about  us.  If  you  are 
beginning  to  collect  or  have  an  existing  collection 
you  should  know  about  us  too. 

For  the  past  twenty-five  years  we  have  advised 
both  corporate  and  private  collectors  as  well  as 
museums  and  art  funds  concerning  the  acquisition 
and  sale  of  important  works  of  art. 

Our  clients  realize  the  importance  of  securing  the 
services  of  an  art  advisor.  A  knowledgeable  art 
advisor  is  responsible  for  analyzing  and  appraising 
existing  collections,  making  recommendations  for 
their  enhancement  and  expansion,  and  offering  the 
best  advice  on  how  to  buy  and  sell  a  work  of  art 
through  public  auctions,  galleries,  or  private  sales. 
An  art  advisor  will  research  a  work  of  art  to  deter- 
mine its  fair  and  current  market  value.  Factors  such 
as  rarity,  auction  history,  provenance  and  condition 
will  be  carefully  evaluated.  An  art  advisor  will  iden- 
tify and  define  areas  of  collecting  which  correspond 
to  the  budget  and  aesthetic  taste  of  a  beginning 
collector. 

When  buying  or  selling  an  important  work  of  art 
a  collector  should  be  informed  of  all  costs  related  to 
this  process,  particularly  commission  fees,  restora- 
tion fees,  condition  reports,  framing,  lighting  and 
insurance. 

A  group  of  our  clients  from  Asia,  Europe  and  the 
United  States  has  allocated  twenty-five  million 
dollars  to  acquire  highly  important  works  of  art  by 
the  following  artists:  Bonnard,  Boudin,  Chagall, 
Cassatt,  Cezanne,  Degas,  Ernst,  Gris,  Kandinsky, 
Kirchner,  Leger,  Maillol,  Marquet,  Matisse,  Miro, 
Modigliani,  Monet,  Picasso,  Pissarro,  Renoir,  Raoul 
Dufy,  Kisling;  American  art  from  1840  to  1940; 
Hassam,  Chase,  Tarbefl,  Paxton,  Hopper,  Prendergast, 
Homer,  Sargent,  Avery,  Grant  Wood,  Glackens, 
Shinn,  Henri,  Ritman,  Frieseke,  Miller,  Marsh  and 
others;  and  Nineteenth  Century  Academic 
European  art;  Bouguereau,  Gerome,  Jules  Breton, 
Corot  and  others. 

Please  contact  us  by  fax  or  phone  to  let  us  know 
what  your  collecting  interests  are  and  to  be  included 
on  our  mailing  list. 
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e  East  &  Africa 


By  Riva  Atlas,  Kambiz  Foroohar  and  Juliette  Rossant 


New  tiames  this  year 
ISRAEL 

Sammy  and  Yehuda  Ofer 

Shipowners  and  real  estate  develop- 
ers, Israel's  Ofer  brothers  look  after 
their  assets  from  offices  and  agencies 
in  Haifa,  Monaco,  New  York, 
London  and  Singapore.  Sammy  Ofer, 
74,  is  in  charge  of  the  family's  fleet  of 
over  100  cargo  ships.  Together  with 
Chicago's  Pritzker  family,  the  Ofers 
also  own  a  40%  stake  in  Royal 
Caribbean  Cruise  Lines.  Brother 
Yehuda  (Yuli)  Ofer,  70,  focuses  on 
the  Ofers'  extensive  commercial  and 
residential  real  estate  holdings 
throughout  Israel.  The  family  also  has 
real  estate  in  London  and  New  York. 

Yuli  Ofer  is  known  for  his  consid- 
erable philanthropy  in  Israel,  where 
he  says  he  gives  away  $3  million  a 


Sammy  (left)  and 
Yehuda  (Yuli)  Ofer 
(below) 

Over  50  years 
ago  these  two 
brothers  founded 
a  small  shipping 
business  in  the 
Israeli  port  of 
Haifa.  Today 
their  Middle 
Eastern  shipping 
and  real  estate 
interests  are 
worth  over 
$1  billion. 
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year.  Sammy  has  an  extensive  art  col- 
lection. Last  year  he  paid  $20  million 
for  a  Picasso.  All  told,  the  brothers 
are  worth  around  $1  billion.-R.A. 

TURKEY 

Ayhan  Sahenk  and  family 

Albeit  in  fits  and  starts,  the  Turkish 
economy  continues  to  grow,  and  with 
it  the  fortunes  of  the  Sahenk  family. 
The  crown  jewel  of  their  Dogus 
Group  is  Garanti  Bank.  At  year-end 
1995,  with  inflation  running  at  79% 
a  year,  the  $3.3  billion  (assets)  bank 
was  charging  its  prime  borrowers 
150%  per  annum.  Last  year  Garanti's 


Anton  Rupert 
He  made  it  big  in 
tobacco  and  luxu- 
ry goods;  now  his 
son,  Johann,  is 
going  into  TV. 


net  income  increased  28%,  to  $212 
million — about  7%  on  assets. 

Dogus  Group  founder  Ayhan 
Sahenk  started  out  in  the  construc- 
tion business  in  1951,  but  Dogus 
today  is  focused  mainly  on  banking 
and  financial  services.  It  recently 
acquired  Ottoman  Bank,  Turkey's 
oldest  bank,  for  $245  million  (it  was 
the  Ottoman  court's  central  bank  in 
the  19th  century).  Ayhan  Sahenk  is 
67  and  has  two  children — Ferit,  34, 
who  hangs  his  hat  at  the  group's 
investment  bank;  and  Filiz,  29, 
who  oversees  Dogus'  six  luxury 
hotels.  Net  worth:  an  estimated 
$1.4  billion.-J.R. 


SOUTH  AFRICA 

Anton  Rupert  and  family 

Here  are  some  of  the  names  in 
the  Ruperts'  portfolio  of  luxury 
brands:  Dunhill,  Cartier,  Lagerfeld, 
Chloe,  Piaget  and  Montblanc. 
They're  all  owned  by  publicly  traded 
Richemont  AG,  based  in  Zug, 
Switzerland.  The  Ruperts'  9% 
holding  in  Richemont  is  worth  $816 
million. 

The  family's  core  South  African 
holding,  the  Johannesburg-based 
Rembrandt  Group,  has  86%  of 
South  Africa's  tobacco  market  and 
holds  significant  stakes  in  gold  min- 
ing firms,  banks  and  the 
Stellenbosch  Farmers'  Winery, 
responsible  for  many  of  South 
Africa's  finest  wines. 

The  empire  was  built  by  Anton 
Rupert,  79,  and  is  now  run  by  his 
brash  and  energetic  son  Johann,  46. 
A  graduate  of  the  University  of 
Stellenbosch,  near  Cape  Town, 
Johann  spent  five  years  between 
Chase  Manhattan  in  New  York  and 
merchant  bankers  Lazard  Freres. 
These  days  he's  looking  to  become  a 
force  in  television  in  Europe.  Last 
year  Rupert,  along  with  German  bil- 
lionaire Leo  Kirch  (which  see)  and 
Saudi  Prince  Alwaleed  Bin  Talal  Bin 
Abdulaziz  Al  Saud,  bought  into 
Italian  billionaire  Silvio  Berlusconi's 
(which  see)  television  operation, 
Mediaset.  Richemont  is  also  partners 
with  Prince  Alwaleed  in  Arab  Radio 
&  Television,  a  Middle  East  satellite 
broadcaster. 

Forbes  estimates  the  Ruperts' 
wealth  at  $  1 . 6  billion  .-K.  F.  H 


Estimated 

net  worth 

Country 

Name 

($bil) 

Business 

Bahrain      Ahmed  AN  Kanoo  and  family  1.0  Trading,  shipping,  investments 

Own  the  Arabian  Gulf's  largest  shipping  company— which  has  been  hit  by  a  downturn  in  imports— and 
its  most  extensive  network  of  travel  agents.  Ahmed  Ali  Kanoo,  a  great-nephew  of  the  founder,  has  run 
the  privately  owned  business  since  1954. 


Israel         Ted  Arison  2.0  Carnival  Corp. 

To  avoid  estate  taxes,  Arison,  72,  gave  up  U.S.  citizenship  in  1993  and  returned  to  his  native  Israel. 
Son  Micky  runs  Carnival  Corp.,  the  cruise  line  Arison  founded  in  1972.  Carnival's  share  of  the  cruise 
market  is  now  36%,  versus  28%  in  1991.  Stock  is  up  34%  since  last  year. 
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Estimated 

net  worth 

Country  Name 

($bil) 

Business 

Israel         Shoul  Eisenberg  1.0  Diversified 

Controls  United  Development  Inc.,  with  offices  in  30  countries,  mainly  developing  ones.  Started  out 
brokering  raw  materials  in  Japan  after  WWII,  then  moved  on  to  other  developing  economies  in  the  Far 
East,  particularly  China  and  South  Korea.  Also  controls  Israel  Corp.,  a  $3  billion  (sales)  conglomerate. 

Sammy  and  Yehuda  Ofer  1.0  Shipping,  real  estate 

Fortune  began  in  1941  in  Israeli  port  of  Haifa.  Shipping  business,  now  with  over  100  ships,  has  out- 
posts in  London,  New  York  and  Singapore.  The  brothers  also  have  commercial  real  estate  in  Israel, 
London  and  New  York.  (See  above.) 


Mohamed  Salim 
Bin  Mahfouz 
If  his  family's  reju- 
venated National 
Commercial  Bank 
were  to  go  public, 
its  valuation 
would  likely 
exceed  $4  billion. 


Kuwait       Jassim  Al-Kharafi  and  family  3.0  Construction 

Own  an  estimated  23%  of  National  Bank  of  Kuwait  (assets,  $13  billion),  which  saw  profits  rise  19% 
last  year,  to  a  record  $219  million.  Turnover  at  Mohamed  Abdulmoshin  Al-Kharafi  Industries  and 
Establishments,  one  of  the  Gulf's  largest  construction  and  engineering  firms,  was  flat  at  $1.5  billion. 

Lebanon      Rafic  Hariri  2.5  Construction,  banking 

Although  the  recent  flare-up  between  Israel  and  Hezbollah  dealt  a  setback  to  Lebanon's  economic 
recovery,  the  prime  minister's  stature  was  enhanced  as  he  successfully  fought  to  prevent  a  crisis  of 
confidence  among  investors.  Hariri's  most  important  holding  is  construction  company  Saudi  Oger. 

Edmond  Safra  and  brothers  1.8  Banking 

Safra,  64,  joined  Canada's  Paul  Reichman  and  Saudi  Prince  Alwaleed  Bin  Talal  Bin  Abdulaziz  Al 
Saud  to  buy  London's  Canary  Wharf  real  estate  development  out  of  bankruptcy.  The  brothers  have  a 
27%  stake  in  Republic  National  Bank  of  New  York  and  own  Brazil's  private  Banco  Safra. 

Saudi         Mohamed  Salim  Bin  Mahfouz  and  family       5.0  Banking,  investments 

Arabia        Their  National  Commercial  Bank,  which  has  recovered  from  its  credit  problems  of  the  early  1990s, 
has  set  up  a  special  Islamic  banking  unit  to  compete  against  the  Al-Rajhis  (which  see).  The  family's 
privately  held  Nimir  Petroleum  has  oil-producing  assets  in  Yemen  and  offshore  Azerbaijan. 

Suliman  S.  Olayan  3.0  Diversified 

His  large  holdings  in  American  and  European  blue-chip  companies  and  real  estate  provide  a  cushion 
against  weak  Middle  East  economies.  In  May,  Olayan  entered  into  a  derivatives  transaction  with  hsbc 
James  Capel  for  shares  of  the  U.K.'s  electric  power  company,  National  Grid. 

Al-Rajhi  family  2.5  Banking 

Owns  52%  of  Al-Rajhi  Banking  and  Investment  Corp.,  the  kingdom's  only  Islamic  bank.  Although 
profits  rose  28%  last  year,  to  $298  million,  it  will  face  stiffer  competition  as  other  banks,  such  as 
Citibank  and  National  Commercial  Bank  (see  Bin  Mahfouz),  build  up  their  Islamic  banking  operations. 

Jameel  family  2.5  Automobiles 

Abdul  Latif  Jameel  Co.  owns  the  world's  biggest  Toyota  dealership,  which  has  been  hit  by  the  weak 
Saudi  economy:  Toyota  exports  to  the  kingdom  last  year  fell  42%,  to  under  36,000  units.  The 
Jameels  also  own  Hartwell  Pic,  one  of  Britain's  largest  car  distributors,  whose  sales  fell  7%  in  1995. 
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Resources  To  Make  You 
More  Productive,  And 
The  Ideas  To  Make  You 


More  Efficient 


Colgate  Has  Made 
A  Bank  Like  That 
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net  worth 

Country       .  '■ffirjne- . 

($bil) 

Business 

Saudi        Juffali  family  1.5  Diversified 

Arabia        Involved  in  automobiles,  trading  and  construction,  mostly  in  partnership  with  the  likes  of  Mercedes- 
Benz,  Electrolux,  Dow  Chemical  and  Fluor.-  Mercedes  sales  to  the  kingdom  last  year  fell  by  over  40%. 
Following  the  death  of  patriarch  Ahmed  Juffali  in  August  1994,  rumors  of  family  infighting  persist. 

Saieh  Abdullah  Kamel  1.0  Diversified 

Controls  the  diversified  Dallah  Albaraka  Group,  which  claims  assets  of  $5  billion.  Dalian  Albaraka's 
partners  in  Arab  Radio  &  Television,  a  London-based  satellite  broadcaster,  include  Prince  Alwaleed 
Bin  Talal  Bin  Abdulaziz  Al  Saud  and  South  Africa's  Rupert  family  (which  see). 

Abdul  Aziz  Al-Sulaiman  1.0  Investments,  real  estate 

A  founding  shareholder  in  Arabian  Cement,  and  one  of  Saudi  Arabia's  largest  private  landowners. 
While  Al  Sulaiman's  investments  in  Club  Med  (5%)  and  French  chinamaker  Christofle  (20%)  have 
paid  off,  his  5%  stake  in  Wembley,  which  owns  England's  fabled  soccer  stadium,  has  lagged. 

Turkey        Rahmi  Koc,  and  family  4.0  Diversified 

Patriarch  Vehbi  Koc  died  in  February,  at  age  95,  leaving  his  16%  of  Koc  Holding  to  his  children,  led 
by  Rahmi.  Kog  Holding,  with  stakes  in  over  125  companies,  last  year  earned  $244  million  on  sales  of 
$6.6  billion  (converted  at  current  exchange  rates)— accounting  for  about  5%  of  Turkey's  GNP 

Sakip  Sabanci  and  family  3.5  Diversified 

Ozdemir  Sabanci,  brother  of  Sakip,  was  assassinated  by  terrorists  at  Sabanci  headquarters  in  January. 
Left-wing  guerrillas  claimed  responsibility.  Sakip,  whose  conglomerate  has  lots  of  partnerships  with 
foreign  investors,  is  a  leading  advocate  of  Turkish  membership  in  the  European  Union. 

Ayhan  Sahenk  and  family  1.4  Banking,  construction 

Dogus  Group  founder  Ayhan  Sahenk  started  out  in  the  construction  business  in  1951,  but  Dogus 
today  is  focused  mostly  on  banking  and  financial  services.  Its  crown  jewel,  Garanti  Bank,  is  minting 
money.  (See  above.) 

South        Oppenheimer  family  2.5  Mining 

Africa        Their  Anglo  American  Corp.,  moving  to  tighten  its  grip  on  mining  in  Africa,  acquired  5.9%  of  Lonrho 

for  $139  million  and  may  add  another  18.4%  next  year.  Expect  fireworks  from  Anglo  as  it  resists  the 

Mandela  government's  attempts  to  get  it  to  unbundle  non-core  assets. 

Anton  Rupert  and  family  1.6  Tobacco,  luxury  goods,  media 

Control  a  portfolio  of  luxury  brands,  including  Dunhill,  Cartier  and  Montblanc,  through  Switzerland's 
Richemont  AG.  Their  core  South  African  holding,  Rembrandt  Group,  has  86%  of  the  country's  tobac- 
co market.  Anton's  son,  Johann,  is  expanding  into  television  (see  above). 
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The  High-Tech 
Executive 


In  the  air,  on  the  road  or  at  the  hotel, 
business  travelers  now  spend  more 
time  than  ever  on  the  Net. 


Life  With  Laptop:  Sane  Survival  Strategies 

Airlines:  How  to  Fly  to  the  Web  J 


b  Sites 


If  it  makes  you 
feel  any  better, 
Thomas  Jefferson 
had  trouble  working 
efficiently  on  the 
road,  too. 
Frustrated  by  the  ineffi- 
ciencies of  the  portable  desks 
of  the  era,  Jefferson 
designed  his  own. 
Jefferson's  traveling  desk  was  constructed 
of  lightweight  mahogany  and  was  a  model 
of  18th-century  ingenuity,  thanks  to  its 
tilt-up  writing  stand  and  a  built-in  drawer 
for  paper  and  pens. 

Jefferson's  creation,  the  definition  of 
high-tech  travel  in  its  era,  worked  like  a 
charm.  Jefferson  composed  a  draft  of  the 
Declaration  of  Independence  on  the  road, 
and  the  desk  itself  now  resides  in  the 
Smithsonian  Institution. 

More  than  two  centuries  later,  execu- 
tive travelers  often  fantasize  about  creating 
their  own  high-tech  travel  tool:  a  laptop 
computer  customized  to  their  personal 
business  needs  and  tailored  to  their  pecu- 
liar traveling  requirements.  Unfortunately, 
few  executives  are  capable  of  building 
their  own  computers  and,  to  be  honest, 
none  of  us  is  Jefferson. 

That  said,  however,  you  can  make  your 
laptop  computer  better  suited  to  your  per- 
sonal quirks.  Here  are  some  ideas  on  how 
to  make  life  with  laptop  more  productive. 

1 .  Duplicate  Your  Desktop 

Don't  deny  the  obvious:  You  want  the 
performance  and  capabilities  of  your 
desktop  computer  duplicated  in  a  small, 
lightweight  mobile  machine.  You  want 
the  raw  power  of  your  desktop  unit — and 
all  the  bells  and  whisdes — stuffed  into  a 
little  box  much  smaller  than  Jefferson's 
traveling  desk. 

Virtually  anything  available  on  your 
desktop  can  now  be  duplicated  in  a  note- 
book-size machine,  and  the  extra  weight 
and  financial  premium  are  negligible.  The 
new  IBM  mobile  computers,  for  exam- 


Life  With  Laptop 


Many  business  travelers  now  carry  portable 
computers,  but  making  man  and  machine 
productive  on  the  road  is  another  matter. 


pie,  offer  gargantuan  color  screens  equiva- 
lent to  most  desktop  PCs.  Apple  users 
can  buy  PowerBook  portables  that  have 
the  same  power  and  features  as  desktop 
Macintosh  machines. 

And  Toshiba,  the  nation's  leading  sup- 
plier of  portable  computers,  has  a  mobile 
model  for  every  taste  and  price  range. 
The  Tecra  series  is  based  on  the  120MHz 
Pentium 
processor, 
and  it  can 
be  pur- 
chased with 
as  much  as 
144Mb  of 
memory  and 
a  CD-ROM 
drive.  The 
new  Toshiba 
Portege  650 
has  a 
133MHz 
Pentium 
chip  and  a 
1.25-gigabit 
hard  drive.  Even  Toshiba's  lower-priced 
laptop,  the  Satellite  1 10,  is  based  on  a 
100MHz  Pentium  chip. 

2.  The  Faster  the  Better 

All  business  travelers  know  their  laptop 
is  as  much  a  communications  device  as  a 
computing  product.  That  makes  the 
modem  at  least  as  important  as  the  size  of 
the  computer's  hard  drive  or  video  mem- 
ory. And  since  few  laptops  are  sold  with 
built-in  modems,  business  travelers  are 
free  to  choose  their  own  models. 

Keep  your  modem  purchase  simple: 
Buy  a  28.8-baud  model.  The  era  of  the 
9600-  or  14.4-baud  modem  is  over.  The 
Internet  and  the  World  Wide  Web  require 


Toshiba  offers  laptops  for  every  budget. 


the  fastest  modem  you  can  find  and, 
right  now,  28.8-baud  modems  are 
state-of-the-art.  Better  yet,  a  28.8-baud 
modem  will  be  exempt  from  the  curse 
of  planned  obsolescence  for  at  least 
a  few  years. 

3.  Keep  Supply  Lines  Open 

In  some  ways,  Jefferson  had  it  easy. 

His  traveling 
desk  needed  no 
batteries, 
required  no 
extra  memory, 
did  not  use 
converters,  and 
worked  with- 
out software, 
screen  savers, 
utility  pro- 
grams and 
printer  drivers. 
Today's  busi- 
ness travelers 
aren't  so  lucky. 
Laptops  require 
no  end  of  extra  products  and  services 
to  keep  running  productively. 

The  laptop's  appetite  for  extras  is  best 
appeased  by  keeping  the  supply  lines 
open.  Several  mail-order  computer 
firms— most  notably  Micro  Warehouse 
(800-367-7080)— do  a  decent  job  of 
providing  overnight  delivery  of  supplies. 
But  Radio  Shack  (800-843-7422) 
remains  the  business  traveler's  best 
friend.  The  chain  has  more  than  6,600 
retail  shops  around  the  country,  and 
Radio  Shack  stores  sell  everything  a 
high-tech  traveler  needs:  phone  jacks, 
cables,  adapters,  batteries,  mobile 
computers,  software  and  all  the 
accouterments. 


And  now  you  know  how  to  get  clear,  fast  connections 


Service  to  280 
Countries  and  Places 

and  unsurpassed  service  to  280  countries  and  places. 

Business  travelers  have 
heard  about  the  virtue  of 
surfing  the  Web  for  long 
enough  that  any  executive's 
natural  skepticism  is  bound  to  be  raised. 

Surprise!  The  World  Wide  Web  is  jus- 
tifiably beyond  rational  skepticism,  espe- 
cially for  executive  business  travelers  who 
need  a  bounty  of  travel  information  at 
their  fingertips  around  the  clock.  It  really 
is  all  there:  airline  schedules,  pictures  of 
hotel  rooms  you  can  book,  useful  tips, 
credit  card  data,  language  help,  currency 
details,  destination  information  and  seem- 
ingly endless — and  often  conflicting — 
advice  about  how  to  travel  better,  faster, 
cheaper  and  smarter. 

There's  just  one  huge  catch:  The 
World  Wide  Web  isn't  something  you  surf 


The  World  Wide  Web  is 
awash  in  travel  information- 
Finding  the  correct  home 
page  is  more  of  a  problem. 


so  much  as  slog  through.  There  is  no 
table  of  contents,  no  rational  organization 
of  data  and  no  way  through  the  maze  for 
the  typical  overworked  business  traveler. 

The  Airline  Connection 

Luckily,  finding  the  home  pages  of  the 
airlines  that  fly  the  World  Wide  Web  is  rel- 
atively easy.  Most  carriers  use  their  name 
sandwiched  between  the  requisite  Web  syn- 
tax: (http://)  in  front  and  (.com)  at  the  rear. 
As  a  result,  TWA's  Web  page  is  located  at 
www.twa.com  and  British  Airways  can  be 
found  at  www.british-airways.com.  There 
are  some  quirks,  however.  United  and 
American  airlines  use  their  corporate  names 
(www.ual.com  for  United  and  www.amr- 
corp.com  for  American)  and  other  carriers 
use  gimmicky  names. 

Once  you  find  the  airline  of  your 
choice,  most  Web  pages  are  similar  to  the 
exquisitely  well-designed  offering  of  Asiana 
Airlines,  the  fast-growing  Korean  carrier. 
The  Asiana  home  page  (www.asiana.co.kr) 
displays  the  airline's  international  flight 
schedules,  details  about  its  frequent-flier 
program  and  advertisements  and  informa- 
tion about  Asiana's  international  marketing 
partners. 

Hotel  Home  Pages 

The  world's  major  hotel  chains  have 
also  rushed  to  build  home  pages  on  the 
World  Wide  Web. 
Finding  them  is 
easy,  since  most  list 


themselves  under 
their  chain  name. 
Sheraton  Hotels, 


for  example,  can  conveniently  be  found 
at  www.sheraton.com.  Hilton,  Westin, 
Marriott,  Loews  and  Hyatt  are  similarly 
available  by  plugging  the  brand  name 
into  standard  World  Wide  Web  syntax. 

In  many  instances,  hotels  have  a 
tremendous  amount  to  offer  Web  surfers. 
One  stunning  example  is  the  400-page 
Web  site  of  Shangri-La.  Each  of  the 
group's  hotels  is  covered  in  great  detail. 
Each  hotel's  page  offers  locator  maps, 
pricing  information,  photographs  of 
guest  rooms  and  banquet  facilities  and 
background  on  the  business  customs  of 
the  city  in  which  the  hotel  is  situated. 

Travel  Superpages 

The  explosive  growth  of  travel  infor- 
mation on  the  Web  has  led  some  entre- 
preneurs to  build  Web  sites  that  operate 
as  electronic  travel  directories.  These  so- 
called  superpages  help  busy  executive 
travelers  access  thousands  of  travel  Web 
sites  with  a  single  click  of  their  mouse. 

TravelWeb,  for  example,  offers  more 
than  25,000  pages  of  lodging  informa- 
tion. Accessing  this  site  (www.travel- 
web.com)  puts  business  travelers  in 
touch  with  about  four  dozen  hotel 
brands  and  on-line  booking  capability 
for  more  than  6,000  properties.  The 
Travel  File  (www.travelfile.com)  offers 
instant  access  to  hundreds  of  national 
and  state  convention  and  visitor  bureaus, 
thousands  of  travel  operators,  and  a  rudi- 
mentary travel  news  service.  Other  wor- 
thy travel  superpages  include  Travelocity 
(www'.travelocity.com)  and  the  Travel 
Channel  (www.travelchannel.com). 


THE  WEB 


Need  a  little  help 
with  a  big  decision? 


Are  you  doing  the  right  thing?  Can  you  really  afford  it?  What  kind  of  strings  are  attached?  Suppose  it 
doesn't  work  out?  You  need  good  advice  when  you  purchase  a  /JTN 
cellular  phone.  So,  before  you  take  the  plunge,  come  to  RadioShack  R3QI05n3CK, 
and  we'll  help  you  make  the  right  commitment. ..before  it's  too  late.  You've  got  questions. 

For  a  store  near  you,  call  1-800-THE-SHACK.  We've  got  answers.® 
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The  Best  of  Whtt  Next 


Business  travel  seems  to  get  harder,  not  easier.  But  a  new 

wave  or  innovation  may  lighten  our  load. 


he  post-war  history  of  busi- 
ness travel  has  been  an  inter- 
esting study  in  con- 
„  trasts.  Transportation 
has  gotten  faster,  yet  it 
seems  to  take  longer 
than  ever  to  get  anywhere. 
Hotel  accommodations  have  become 
more  lavish,  yet  business  travel  seems  less 
comfortable.  Communications  continu- 
ally become  more  sophisticated,  yet  keep- 
ing in  touch  is  proving  difficult. 

Simply  put,  life  on  the  road  isn't  fun. 
Thankfully,  a  new  wave  of  innovations 
offers  at  least  the  glimmer  of  hope  that 
our  load  will  soon  be  lighter.  Here's 
what's  on  deck  in  the  near  future. 

Videoconferencing 

It  has  been  a  generation  since  AT&T 
introduced  the  concept  of  video  tele- 
phones at  the  1 964  New  York  World's 
Fair.  After  dozens  of  fits  and  starts  in  the 
intervening  three  decades,  it  looks  like 
realistic,  inexpensive  videoconferencing  is 
finally  around  the  metaphorical  corner. 
The  vehicle  for  this  breakthrough  is,  sur- 
prisingly enough,  mobile  computers. 

Toshiba,  the  nation's  leading  purveyor 
of  portable  computers,  and  Intel,  the 
microprocessor  maker,  believe  laptop  and 
notebook  computers  are  the  perfect 
medium  for  on-the-road  picture  meet- 
ings. Today's  laptops  need  only  be  out- 
fitted with  a  video  card  and  small  camera 
and  headset  to  allow  business  travelers  to 
videoconference  from  wherever  there  is  a 
telephone  connection. 

All-in-One  Communications 

The  proliferation  of  communications 
devices  has  made  life  on  the  road  more 
complex  than  ever.  Cell  phones,  the 
Internet,  e-mail,  standard  long  distance 


and  all  the 
other  channels 
often  over- 
whelm a  trav- 
eling executive. 
Business  trav- 
elers "are 
busier  than 
ever  and  are 
looking  for 
ways  to  reduce 
stress  and  sim- 
plify their 
lives,"  says 
John 
Donoghue  of 
MCI. 

The  solution  to  this  overload  seems 
simple  enough — an  all-in-one  commu- 
nications product — but  it  was  unavail- 
able before  MCI  introduced  the  MCI 
One  plan  this  past  spring.  MCI  One 
includes  all  the  business-travel  basics — 
long-distance  calls,  cellular  phone,  pager, 
e-mail  and  Internet  browser  with  Web 
access,  calling  card  and  personal  tele- 
phone number — in  one  package.  All 
the  communications  channels  are  billed 
on  a  single  invoice,  bundled  in  a  single 
box  and  delivered  ready-to-use  directly 
to  the  business  traveler. 

Ticketless  Travel 

Executive  travelers  don't  need  a  piece 
of  paper  to  secure  their  hotel  reserva- 
tions or  their  rental  cars,  and  no  restau- 
rant requires  paperwork  to  honor  your 
dinner  reservation.  So  why  do  airlines 
require  a  ticket  to  board  a  flight? 

In  fact,  airlines  flying  domestic  routes 
don't  need  paper  tickets.  The  practice  is 
an  antiquated  relic  of  the  pre-computer 
generation.  And  the  nation's  carriers, 
however  slowly,  are  moving  toward 


paperless  airline  travel.  All  the  majors  are 
at  least  experimenting  with  a  form  of 
credit  card-based,  electronic  tickets.  The 
benefit  for  the  executive  traveler?  No 
last-minute  rummaging  through  bags 
and  pockets  looking  for  your  documents, 
and  no  painful,  time-consuming  bureau- 
cracy when  you  lose  those  documents. 

Rooms  That  Work 

Hotels  have  finally  figured  it  out: 
Executive  travelers  don't  need  a  mint  on 
their  pillow  or  exotically  scented  ameni- 
ties in  the  bathroom.  What  they  do 
need — rooms  that  help  them  work — 
are  finally  what  hoteliers  are  creating. 

The  business-class  room  is  popping 
up  at  all  the  major  chains.  They  guaran- 
tee executives  a  guest  room  equipped 
with  a  usable  desk  and  sufficient  light- 
ing, appropriate  dataphone  jacks  and 
electronic  connections,  and  in-room  fax 
machines,  photocopiers  and  computer 
printers.  It  won't  be  too  long  before 
business  rooms  for  executives  are  stan- 
dard features  at  any  decent  hotel. 

Author  Joe  Brancatelli  is  a  travel  adviser  to 
Travel  Holiday  and  a  business  travel  columnist 
for  several  national  magazines. 


50  YEARS  AGO,  WE  PUT  KOREA  ON  WHEELS. 
TODAY,  WE'RE  PUTTING  ASIANA  ON  THE  MAP. 


With  the  purchase  of  a  single  taxi,  the  late  chairman  of  the  Kumho  Group,  Park 
In-Chun  launched  the  transportation  industry  in  Korea,  and  took  the  first  step 
toward  realizing  his  vision  -  creating  a  company  that  would  make  a  major  con- 
tribution to  the  development  of  Korea  and,  eventually  become  a  leader  in  the 
emerging  Pacific  Rim  economy. 


Today,  half  a  century  later,  the  Kumho  Group  is  one  of  Korea's  major  conglom 
erates  -  involved  in  chemicals,  construction,  tire  manufacturing,  trans- 
portation, information  and  communication  and,  of  course,  aviation. 

And  while  each  of  these  thriving  entities  is  doing  business 
globally,  Asiana  Airlines  remains  the  primary  link  to 
our  transportation  heritage.  Since  its  founding  in 
1988,  we  have  been  guided  by  four  principles: 
safe  operation,  quality  service,  operational 
integrity,  and  environmental  conservation. 

Today,  Asiana  offers  35  flights  a  week  to 
Seoul  -  non-stop  from  most  major  U.S. 
ports.  Flights  to  over  30  other  major 
Asian  business  destinations.  The 
newest  all-Boeing  fleet  in  the  world.  A 
totally  smoke-free  environment.  And,  of 
course,  warm  Asian  hospitality. 

The  crown  jewel  of  the  Kumho  Group,  Asiana 
Airlines  is  ready  to  become  the  airline  of  the  21st  century. 

For  information  and  reservations,  contact  your  local  travel  agent  or 
call  800-227-4262. 


The  Jewel  of  Asia 


133MHz 


IN  FULL  MOTION. 


12.1"  DISPLAY 

Wutch  brilliant  colors  .spring  to 
life  on  a  display  so  large,  it  rivals 
desktop  monitors.  Anti  1024  x  768 
resolution  provides  the  sharpest 
images  ever  found  in  a  portable. 


NEW  TECHNOLOGY 


133MHz  PENTIUM 
TECHNOLOGY 

Tecra  combines  the  fastest  notebook  /M 
processor  available  today  with  PCI 
architecture,  a  256KB  level  2  cache 
and  EDO  memory  expandable  to  1 44MB 


CARDBUS 


NEW  TECHNOLOGY 


FULL-MOTION  VIDEO 

The  neiv  HiQVideo"  PCI  graphics  controller  and 
Zoomed  Video  give  you  full-screen,  /ull-motion 
video  and  an  amajmg  depth  of  color. 


BUILT-IN  28.8Kbps 

MODEM  A  built-in  28.8Kbps 

data/fax  modem,  full-duplex  spealterphone 
and  RJ  1 1  phone  jack  put  a  uorld  of  advance: 
communication  features  at  your  fingertips. 


NEW  TECHNOLOGY 


Tecra 's  two  PC  Card  slots  support  16-bit 
PC  Cards  and  are  Zoomed  Video  (ZV) 
and  32-bit  CardBus  ready. 


NEW  TECHNOLOGY 


6X  CD-ROM 

Get  50%  more  speed  than  4X  CD-ROMs. 
Or,  using  Toshiba's  SelectBay"  interchange 
the  CD-ROM  drive  u  ith  the  floppy  disk 
drive  in  seconds. 


THE  NEW  TECRA  .  THE  NEWEST  TECHNOLOGY  Tecra  combines  the  brand  new  1 33MHz  mobile  Pentium* 
processor  with  screaming-fast  PCI  architecture  and  a  massive  hard  drive.  Add  to  that  the  optional  Desk  Station"  V  Plus  for 
the  ultimate  in  docking  expansion  capabilities  and  you've  got  a  system  that  will  put  you  in  full  motion  instantly.  For  more    ^  | 
information  visit  the  Toshiba  website  at  http://www.toshiba.com,  or  for  a  dealer  near  you,  call  1-800-457-7777. 


mm** 


Tecra. 

720CDT 

•  1024  x  768  resolution 

710CDT 

■800  x  600  resolution 

BOTH  MODELS 

■  1 2.1 11  dia.  color  active  matrix  display 

•  1 33MHz  Intel  Pentium6  Processor (2.9v) 
with  256KB  of  level  2  cache 


■16MB  of hiyh  speed  EDO  memory 
(expandable  to  144MB) 

■  Removable  1.2  billion  byte  H.13GB)  HDD 

•  PCI  system-bus  architecnire 

■  HiQVideo"  multimedia  PCI  graphics  controller 
with  64-bit  BitRl.T  acceleration 

•  Modular  6X  CD-ROM  drive 

■  Lithium  Ion  battery 

•  Integrated  28.8Kbps  data/lax  modem  with 
telephony  capabilities 


•  16-Bit  Sound  Blaster*  Pro  compatible  audio  system 

•  Supports  two  Type  II  or  one  Type  III  16-bit 
PC  Card(s);  ZV  card  and  32-bit  CardBus  ready 

■  Infrared  data  port  (IrDA-umiphant) 

•  Optional  Desk  Station "  V  Plus  docking  station 

•  Optional  NoteDock"  II  Enhanced  Port  Replicator 

•  Pre-installed  software.-  Windows8  95  or  MS-DOS' 
wirh  Windows  tor  Workgroups,  Indeo"  video,  and 
Synchro"  Multimedia  Connect" 

■  3-year  limited  warranty 


•  Toll-free  technical  support  - 
7  days  a  week,  24  hours  a  day 

Designed  for 


m 

M  icrosoft® 


Windows  95 


In  Touch  with  Tomorrow 

TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 

31996 Toshiba  America  Information  Systems,  Inc.  All  specifications  and  availability  are  subject  to  change.  All  products  indicated  by  trademark  symbols  are  trademarked  and/or 
registered  bytheii  re  pective  companies.  Intel  Inside  and  Pentium  Processor  logos  are  trademarks  of  Intel  Corporation.  Intel  ProShare  software  courtesy  of  Intel  Corporation. 
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500 

ways  to 

invest 
outside 
the 

U.S. 


There's  $9  trillion  of 
foreign  stocks  out  there. 
Do  you  own  any? 


By  Eric  S.  Hardy 

If  you  invest  only  in  U.S.  stocks,  you  ignore  60%  of  the 
world's  stock  market  capitalization — worth  $9  trillion. 
These  markets  and  the  economies  they  represent  do  not 
all  move  in  the  same  direction  as  their  U.S.  counterparts. 
Investing  in  them  thus  offers  worthwhile  diversification 
plus  the  opportunity  to  buy  into  some  of  the  world's 
fastest- growing  economies. 

The  economies  of  the  25  nations  represented  in  this 
survey  are  marching  to  very  different  beats.  Their  gross 
domestic  product  growth  ranges  from  9%  in  South 
Korea  to  less  than  1%  in  Japan  and  Switzerland.  Two 
countries  (Mexico  and  Argentina)  saw  their  economies 
shrink,  by  7%  and  4%,  respectively. 

Forbes  ■  July  15,  1996 
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25  largest  public  foreign  companies 


Company/business 

Country 

Revenue 
($mil) 

Employees 
(thou) 

Mitsubishi/trading 

Japan 

184,510 

13.9 

Mitsui  &  Co/trading 

Japan 

181,661 

11.7 

Itochu/trarling 

Japan 

169,300 

11* 

Sumitomo/trading 

Japan 

if!  ceo 

167,662 

25.3 

Marubeni/trading 

Japan 

161,184 

9.9 

Toyota  Motor/automobiles 

Japan 

111,139 

142.6 

Royal  Dutch/Shell  Group/energy 

Netherlands/UK 

109,853 

104.0 

Nissho  Iwai/trading 

Japan 

97,963 

17.0 

Hitachi/elec  &  electron 

Japan 

84,233 

331.9 

Nippon  Tel  &  Tel/telecomm 

Japan 

oo  Ann 

82,002 

Oil  11 

231.4 

Daimler-Benz  Group/automobiles 

Germany 

72,253 

321.2 

Matsushita  Electric  Indl/appliances 

Japan 

70,454 

265.4 

Tomen/trading 

Japan 

67,809 

2.9 2 

Nissan  Motor/automobiles 

Japan 

62,618 

145.6 

Volkswagen  Group/automobiles 

Germany 

61,487 

242.3 

Siemens  Group/elec  &  electron 

Germany 

60,673 

376.1 

British  Petroleum/energy 

UK 

56,992 

58.2 

Bank  of  Tokyo-Mitsubishi/banking 

Japan 

55,243 

20.1 

Toshiba/elec  &  electron 

Japan 

53,089 

188.0 

Nichimen/trading 

Japan 

50,882 

2.6 2 

Tokyo  Electric  Powerz/utilities 

Japan 

50,343' 

43.1 

Kanematsu/trading 

Japan 

49,878 

2.7 

Unilever/food,  household 

Netherlands 

49,638 

308.0 

Nestle/food,  household 

Switzerland 

47,767 

220.2 

Sony/appliances 

Japan 

47,619 

138.0 

'Figures  are  latest  available.  2Not  fully  consolidated. 

Consumer  prices  almost  dou- 
bled last  year  in  Turkey  while 
Japan  experienced  slight 
deflation.  About  one  in 
five  employable  Span- 
iards and  Finns  are 
unemployed,  but 
tiny  Luxembourg  has  a 
2.8%     unemployment  rate. 

(Note:  Arbed,  the  only  firm  from  Luxembourg  among 
the  500  largest  foreign  firms  listed  here,  is  shown  among 
the  Belgian  companies.) 

If  it's  fast  growth  you  want,  you  will  probably  opt  for 
South  America  or  Asia.  But,  as  John  Horseman  of  GAM 
International  Fund  points  out,  you  pay  for  this  with  low 
yields  and  a  relative  lack  of  liquidity — not  to  mention 
high  volatility.  Horseman  prefers  Europe,  where  he  has 
dedicated  more  than  80%  of  his  $834  million  portfolio. 
One  recent  pick  is  Barclays,  a  British  bank  with  $262  bil- 
lion in  assets.  The  shares,  available  in  the  U.S.  via 
American  Depositary  Receipts,  have  another  fan: 
Barclays  itself.  The  company  has  just  started  buying  back 
its  stock,  including  a  40-million-share  purchase  in 
February. 

Another  pick  is  the  Netherlands'  Fortis  AMEV,  a  finan- 
cial conglomerate  with  banking  and  insurance  opera- 
tions. For  details  about  either  of  these  firms,  see  the 
tables  starting  on  page  246. 

Why  is  Horseman  buying  in  Europe,  with  its  high 
unemployment  and  interest  rates?  He  believes  their 
economies  may  have  finally  hit  bottom.  Another  reason 
to  be  optimistic,  he  says,  is  the  aggressive  privatization 


Large  foreign  companies  that  are  subsidiaries  of  other  foreign  companies 


Company/business 

Parent 

Country 

% 

Revenue 

Market 

EPS 

P/E 

Yield 

owned 

l$mil) 

value 

($) 

(%) 

v. 

($mil) 

Telecom  Italia/telecomm 

STET 

Italy 

62 

18,463 

13,363 

0.13 

15.4 

3.9 

Showa  Shelf  Sekiyu/energy 

Royal  Dutch/Shell  Group 

Japan 

54 

15,322 

3,974 

0.39 

27.1 

0.8 

Northern  Telecom/elec  &  electron 

BCE 

Canada 

52 

10,672 

13,923 

1.85 

29.2 

0.8 

Eridania  Beghin-Say/food,  household 

Montedison  Group 

France 

50 

10,179 

4,077 

15.74 

10.0 

6.1 

■  Victor  Co  of  Japan/appliances 

Matsushita  Electric  Indl 

Japan 

52 

8,363 

3,621 

0.18 

NM 

0.3 

Alcatel  Cable/industrial  comp 

Alcatel  Alsthom 

France 

81 

8,026 

4,413 

-10.41 

NM 

1.6 

GTM-Entrepose/construction 

Lyonnaise  des  Eaux-Oumez 

France 

60 

7,622 

867 

2.71 

21.9 

3.9 

Electrabel/utilities 

Tractebel 

Belgium 

45 

7,326 

11,710 

17.95 

12.0 

6.7 

Canon  Sales/services 

Canon 

Japan 

50 

7,274 

3,396 

0.59 

46.2 

0.5 

Compagnie  Bancaire/financial  sves 

Groupe  Paribas 

France 

47 

7,207 

3,051 

4.21 

26.1 

2.7 

Loblaw  Cos/retailing 

George  Weston 

Canada 

70 

7,180 

636 

0.44 

6.1 

3.3 

Matsushita  Communication/elec  &  electron 

Matsushita  Electric  Indl 

Japan 

52 

6,172 

4,838 

0.40 

64.9 

0.5 

•  Arjo  Wiggins  Appleton/forest  products 

Saint  Louis 

UK 

40 

5,577 

2,253 

0.04 

NM 

4.2 

•  PolyGram/leisure  goods 

Philips  Group 

Netherlands 

75 

5,479 

10,560 

2.57 

22.9 

1.0 

FASA  Renault/automobiles 

Renault  Group 

Spain 

91 

5,373 

480 

0.60 

35.3 

0.0 

Matsushita-Kotobuki/appliances 

Matsushita  Electric  Indl 

Japan 

58 

4,947 

3,935 

0.44 

56.4 

0.5 

Hitachi  Chemical/chemicals 

Hitachi 

Japan 

56 

4,905' 

2,132 

0.27E 

39.8 

0.6 

•Sponsored  ADR.  iNon-sponsored  ADR.  'Figures  are  latest  available.  E:  Estimate.  NM:  Not  meaningful. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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The  World  Super  Fifty 


Rank  Company  Business  Country  Revenue       Net       Assets      Market  Employees 

($mil)       income      ($mil)       value  (thou) 
($mil)  ($mil) 


1 

Royal  Dutch/Shell  Group 

energy 

Netherlands 

109,853 

6,906 

117,746 

128,665 3 

104.0 

2 

General  Motors 

automobiles 

United  States 

168,829 

6,933 

217,079 

73,796 

709.0 

3 

Exxon 

energy 

United  States 

107,893 

6,470 

91,296 

105,260 

84.0 

4 

General  Electric 

elec  &  electron 

United  States 

70,028 

6,573 

228,035 

137,904 

219.0 

5 

Bank  of  Tokyo-Mitsubishi 

banking 

Japan 

55,243 

980 

712,747 

110,285 

20.1 

6 

Toyota  Motor 

automobiles 

Japan 

111,139 

2,665 

106,722 

85,779 

142.6 

7 

Philip  Morris  Cos 

tobacco 

United  States 

53,139 

5,478 

53,811 

82,457 

158.0 

8 

Ford  Motor 

automobiles 

United  States 

137,137 

4,139 

243,283 

42,304 

347.0 

8 

International  Business  Machines 

computer  systems 

United  States 

71,940 

4,178 

80,292 

58,475 

222.6 

10 

Nippon  Telegraph  &  Telephone 

telecommunications 

Japan 

82,002 

2,211 

127,938 

115,697 

231.4 

11 

Wal-Mart  Stores 

retailing 

United  States 

93,627 

2,740 

37,541 

59,409 

648.5 

12 

HSBC  Group 

banking 

UK 

26,682 

3,886 

351,569 

40,050 

101.1 

13 

industrial  Bank  of  Japan 

banking 

Japan 

38,694 

-659 

361,372 

60,472 

5.3 2 

14 

Citicorp 

banking 

United  States 

31,690 

3,464 

256,853 

40,844 

84.0 

15 

Mobil 

energy 

United  States 

64,767 

2,376 

42,138 

44,536 

54.5 

16 

Sanwa  Bank 

banking 

Japan 

34,913 

-1,296 

501,043 

55,829 

14.4 

17 

Fuji  Bank 

banking 

Japan 

31,597 

-3,374 

487,369 

62,988 

15.8 

18 

El  du  Pont  de  Nemours 

chemicals 

United  States 

36,508 

3,293 

37,312 

44,301 

106.0 

19 

Nestle 

food,  household 

Switzerland 

47,767 

2,468 

38,471 

44,148 

220.2 

19 

Procter  &  Gamble 

personal  products 

United  States 

34,923 

2,835 

28,215 

60,319 

99.2 

21 

Chase  Manhattan 

banking 

United  States 

26,220 

2,970 

303,989 

30,450 

75.2 

22 

Sumitomo  Bank 

banking 

Japan 

29,611' 

-2,856' 

565,971' 

61,891 

17.2 

23 

British  Petroleum 

energy 

UK 

56,992 

1,771 

50,146 

48,244 

58.2 

24 

Dai-lchi  Kangyo  Bank 

banking 

Japan 

30,312 

817 

498,625 

56,294 

18.1 2 

25 

Federal  National  Mortgage  Assn 

leasing  &  finance 

United  States 

22,249 

2,156 

316,550 

33,714 

3.4 

26 

Hpuulptt- Par  karri 

rnmnntpr  cwctomc 

LUIII|JUlcl  oyMClllo 

UllllcU  OlaLCo 

00,  JUO 

9  fi?1 

C,VC  L 

CJ,l  00 

04,0U0 

in?  n 

27 

Unilever 

food,  household 

Netherlands 

49,638 

2,320 

30,036 

36,986 4 

308.0 

28 

American  International  Group 

insurance 

United  States 

25,874 

2,510 

134,136 

44,695 

33.5 

28 

AT&T 

telecommunications 

United  States 

79,609 

139 

88,884 

99,720 

301.9 

30 

Deutsche  Bank  Group 

banking 

Germany 

38,418 

1,437 

503,429 

23,509 

74.1 

OX 

FMI 

cm 

energy 

It  all/ 

ltd  iy 

£,000 

3ft  979 

RK  i 
ou.4 

32 

BankAmerica 

banking 

United  States 

20,386 

2,664 

232,446 

27,555 

81.0 

33 

Allianz  Worldwide 

insurance 

Germany 

43,486' 

592' 

164,729' 

37,051 

67.8 

34 

Tokyo  Electric  Power2 

utilities 

Japan 

50,343' 

871' 

152,699' 

33,790 

43.1 

35 

Chrysler 

automobiles 

United  States 

53,195 

2,121 

53,756 

25,205 

112.5 

36 

Hitachi 

elec  &  electron 

Japan 

84,233 

1,470 

92,242 

30,821 

331.9 

37 

Sakura  Bank 

banking 

Japan 

25,976 

-4,426 

478,050 

37,909 

20.3 

38 

ING  Group 

insurance 

Netherlands 

33,236 

1,650 

246,986 

24,137 

52.1 

39 

ABN-Amro  Holding 

banking 

Netherlands 

26,533 

1,629 

340,642 

17,413 

63.3 

40 

PepsiCo 

beverages 

United  States 

30,421 

1,606 

25,432 

52,402 

475.5 

41 

Union  Bank  of  Switzerland 

banking 

Switzerland 

18,496 

1,415 

336,188 

24,382 

29.1 

42 

Barclays 

banking 

UK 

23,202 

2,153 

261,681 

18,451 

92.4 

43 

NationsBank 

banking 

United  States 

16,327 

1,950 

187,298 

22,250 

59.3 

44 

Matsushita  Electric  Industrial 

appliances 

Japan 

70,454 

-590 

75,384 

36,155 

265.4 

44 

National  Westminster  Bank  Group 

banking 

UK 

23,533 

1,916 

260,822 

17,119 

81.8 

44 

Siemens  Group 

elec  &  electron 

Germany 

60,673 

1,268 

57,779 

30,817 

376.1 

47 

Lloyds  TSB  Group 

banking 

UK 

18,653 

1,517 

229,473 

25,070 

87.0 

48 

Motorola 

telecommunications 

United  States 

27,037 

1,781 

22,801 

39,476 

137.0 

49 

Amoco 

energy 

United  States 

27,066 

1,862 

29,845 

35,989 

42.9 

50 

British  Telecommunications 

telecommunications 

UK 

22,618 

3,109 

35,902 

34,319 

135.2 

'Figures  are  latest  available.  2Not  fully  consolidated.  3Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &  Trading.  4Combined 
market  value  for  Unilever  NV  and  Unilever  Pic. 


This  represents  a  composite  of  each  company's  best  three  out  of  four  rankings 
for  sales,  profits,  assets  and  market  value. 
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schedules  of  nations  like  Italy  and 
the  U.K.  Newly  privatized  European 
corporations  in  this  year's 
International  500  ranking  include 
eni,  an  Italian  oil  company  ranked 
42nd  with  $35  billion  in  sales,  and 
Finland's  oil  company,  Neste,  which 
also  went  public  in  1995  and  shows 
up  in  247th  place. 

The  recent  trend  toward  stability 
of  European  currencies  reflects  the 
structural  improvements  in  these 
economies.  "The  politicians,  in  both 
the  majority  and  opposition  parties, 
realize  the  government  can't  just 
keep  spending  more  money  it  doesn't 
have,"  says  Bank  Leumi  foreign 
exchange  specialist  Hillel  Waxman. 

Japan  has  a  weak  economy,  but 
still  represents  an  awesome  207 
entries  among  these  500  stocks. 
Among  them  is  trading  giant 
Mitsubishi,  by  sales  ($185  billion) 
the  largest  company  in  the  world.  ■■■■ 
Japan  is  also  domicile  to  Tokyu,  a 
trucking  and  railroad  company,  which  has  sales  of  $4.7 
billion  and  is  ranked  500th. 

New  this  year  to  our  International  500  listings  is 
Turkey,  whose  one  entry,  Koc  Group,  is  an  $11.5  billion 
(sales)  conglomerate  with  interests  in  automobiles,  large 
appliances  and  foodstuffs. 

The  World  Super  Fifty  on  page  243  shows  the  largest 
companies  in  the  world  based  on  a  composite  score  of 
the  best  three  of  four  ranks  for  sales,  assets,  profits  and 
market  value.  The  top-ranked  firm:  Royal  Dutch/Shell 


Five-year  results:  The  S&P  500 
gained  72%;  international  stocks 
(in  dollar  terms),  37%.  Time  for  the 
overseas  markets  to  catch  up? 


Group,  headquartered 
in  both  the  Netherlands  and 
United  Kingdom.  This  year, 
U.S.  companies  account 
for  22  of  the  50  slots 
on  the  list. 

To  get  on  the 
International 
500  a  company 
must  have 

been  publicly  traded  as  of  May  31 
and  be  incorporated  outside  the  U.S. 
and  its  territories.  Seagram,  which  is 
incorporated  in  Canada,  is  listed  as  a 
member  of  the  Forbes  International 
500  even  though  it  generates  far 
more  of  its  $9  billion  in  revenues  in 
the  U.S.  than  in  Canada. 

Sales  and  net  income  are  convert- 
ed into  U.S.  dollars  at  the  average 
exchange  rate  prevailing  during  the 
company's  last  fiscal  year.  For  assets, 
we  used  the  exchange  rate  as  of  the 
end  of  the  company's  fiscal  year. 
Stock  prices  and  earnings  estimates 
reflect  the  May  31,  1996  exchange  rate. 

A  fiscal  year  that  ended  between  June  1995  and  May 
1996  is  designated  as  fiscal  1995.  We  used  estimated 
earnings  for  companies  that  have  not  yet  reported  1995 
and  identified  those  companies  with  an  "E."  Earnings 
estimates  come  courtesy  of  ibes  International,  Inc. 
Fundamental  data  are  from  Morgan  Stanley  Capital 
International  and  Forbes.  The  World  Competitiveness 
Report  of  the  World  Economic  Forum  provided  the 
country-by-country  economic  data.  HB 


Business  climate  '90  vs  '95 


6.0        6.4  6.4 
5.3 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


P/E  18  •  Yield  2.2%  •   Market  value  $6.8  trillion   •   Year-to-date  price  change  9% 


Country  statistics 

Population 

261.3  million 

Gross  domestic  product 

$6,738.4  billion 

GDP  per  capita 

$25.8  thousand 

Total  national  debt/GOP 

52.2% 

R&D  expenditures/GDP 

2.8% 

Unemployment  rate 

5.6% 

Retail  sales  per  capita 

$5.6  thousand 

  Total  return   

Largest  equity  fund 

YTD       1-yr  5-yr* 

Fidelity  Magellan  Fund 

2.9%     20.7%  15.3% 

•Annualized. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum: 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


How  do  the  U.S.  economy  and  the  stock  market  stack  up  against  their 
overseas  counterparts?  Compare  these  charts  with  those  on  pages  246 
through  274.  We're  behind  Japan,  for  example,  in  GDP  per  capita  and  R&D 
spending.  Data  sources:  Morgan  Stanley  Capital  International,  World 
Competitiveness  Report  of  the  International  Institute  for  Management 
Development  (Lausanne)  and  the  World  Economic  Forum  (Geneva). 


ECU:  A  trade-weighted  market  basket  of  European  currencies. 
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There  s  a  new  symbol 
for  a  more  productive 
way  or  working. 

Ifoull  find  it  on  the 
Newark  and  London 
stock  exchanges. 


EDS,  formerly  part  of  GM,  is  now  listed  on 
tlie  New  York  and  London  stock  exchanges  as  EDS. 
We  are  a  worldwide  leader  in  helping  husinesses, 
governments  and  individuals  use  information  and 
technology  to  hecome  more  productive. 

Our  revenues  have  grown  to  he  over  12  billion 
dollars  today. 

Clearly,  helping  our  customers  improve  their 
performance  has  helped  improve  our  own. 

The  strengths  of  EDS  have  always  heen  speed, 
responsiveness  and  agility.  It's  what  separates  us 
from  our  competitors. 

As  an  example,  the  recent  acquisition  of 
A.T.  Kearney,  a  top  management  consulting  firm, 
has  greatly  enhanced  our  capabilities  and  made  us 
one  of  the  world's  leading  consulting  firms. 


And,  as  a  free-standing  company,  our  ahility 
to  form  new  alliances  and  launch  new  ventures 
will  he  increased. 

Moreover,  we  will  he  even  more  agile,  more 
able  to  respond  to  our  customers'  changing  needs 
as  they  compete  in  a  glohal  market. 

All  of  this  will  all  ow  us  to  better  serve  our 
growing  list  of  over  9,000  customers  in  41 
countries.  This  list,  we're  proud  to  say,  includes 
GM,  one  of  our  most  valued  customers. 

To  find  out  more  ahout  our  expanded  capabili- 
ties, contact  us  at  1-800-566-9337,  e-mad  us  at 
infoCtt'eds.com,  or  visit  us  at  http://www.eds.com. 
We'll  show  you  how  we  collaborate  with  our 
customers  to  use  information  and  technology  to 
hecome  more  productive. 


EDS 


A  more  productive  way  of  working. 


Stock  is  traded  under  the  symbol  EDS  on  kotli  tile  New  York  and  London  stock  exchanges.  EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporal 


P/E  16   •  Yield  4.0%  •  Market  value  $272  billion  •  Year-to-date  price  change  9% 


Business  climate  '90  vs  '95 
6.9 

4.1 


Country  statistics 

Population 

18.0  million 

Gross  domestic  product 

$323.9  billion 

GDP  per  capita 

$18.0  thousand 

Total  national  debt/GDP 

13.1% 

R&D  expenditures/GDP 

1.4% 

Unemployment  rate 

8.5% 

Retail  sales  per  capita 

$3.2  thousand 

  Total  return   

Largest  equity  fund 

YTD       1-yr  5-yr* 

First  Australia  Prime 

8.4%     21.8%  11.7% 

Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


'Annualized. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum: 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


1995 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

(Smil) 

($) 

($) 

($) 

174 

•  Broken  Hill  Proprietary/energy 

13,196 

905 

21,619 

29,430 

15.10 

0.66 

0.88 

2.7 

49.0 

188 

•  Coles  Myer/retailing 

12,468 

314 

4,853 

3,946 

3.66 

0.27 

0.24 

4.8 

134.5 

256 

•  Woolworths/retailing 

9,500 

173 

2,072 

2,691 

2.50 

0.17 

0.18 

4.5 

87.0 

257 

•  Natl  Australia  Bank/banking 

9,490 

1,463 

98,467 

13,660 

9.39 

1.05 

1.17 

.  7.1 

45.6 

275 

•  News  Corp/media 

9,043 

1,014 

21,393 

11,218 

5.62 

0.34 

0.36 

0.4 

26.7 

315 

•  RTZ-CRA/metals-nonfer 

7,704 

1,286 

15,748 

21,983 3 

16.22 

0.92 

1.16 

3.2 

51.5 

317 

•  ANZ  Banking/banking 

7,644 

782 

75,456 

6,744 

4.60 

0.52 

0.58 

5.7 

39.2 

371 

•  Westpac  Banking  Group/banking 

6,365 

704 

71,105 

8,877 

4.67 

0.37 

0.49 

4.8 

31.4 

398 

•Commonwealth  Bank  Group/banking 

6,034 

730 

63,263 

8,069 

8.15 

0.80 

0.92 

8.0 

35.8 

450 

•  Pacific  Dunlop/multi-industry 

5,427 

70 

4,930 

2,191 

2.16 

0.17 

0.18 

8.5 

48.2 

452 

•Qantas  Airways/airlines 

5,405 

134 

6,327 

1,853 

1.79 

0.13 

0.19 

4.5 

28.9 

489 

•Amcor/forest  products 

4,899 

267 

5,006 

4,243 

6.83 

0.44 

0.53 

4.4 

24.7 

P/E  15  •  Yield  4.0%  •  Market  value  $104  billion  •  Year-to-date  price  change  2% 


Business  climate  '90  vs  '95 

6.4  6.7 


5.2 

3.8 

3.5 

4.3 

1 

Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 
Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

Largest  equity  fund 
Wright  EquiFund-Belgium/Lux 

'Annualized.  NA:  Not  applicable. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Lipper  Analytical  Sen/ices;  Morgan  Stanley  Capital  International. 


10.5  million 
$241.0  billion 
$23.0  thousand 
110.8% 

1.6% 
13.0% 

$5.5  thousand 

  Total  return   

YTD       1-yr  5-yr* 

11.2%    17.5%  NA 


AM  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal  year- 
end  .at-?.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are  used  unless 
noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  'Combined  market  value  for  RTZ  and  CRA.  Price,  EPS  and  yield  are  only  for  CRA. 

Sources:  Morgan  Stanley  Capital  International  and  I8ES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes 
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1995    Company/business  Revenue         Net  Assets         Market       Stock   EPS   Yield  Employees 

Rank  ($mil)         income         ($mil)  value        price     1995     1996E     (%)  (thou) 

($mil)  ($mil)         ($)       ($)  ($) 


BELGIUM 

83     Fortis  Group/insurance 

186  Delhaize  Le  Lion  Group/retailing 

187  •  PetroFina/energy 

226  Tractebel/multi-mdustry 
230     Generate  Bank  Group/banking 

267  «Solvay  Group/chemicals 

283  •Arbed/metals-steel 

308     Bank  Bruxelles  Lambert/banking 

310     GIB  Group/retailing 

314  Kredietbank/banking 

340     Cockerill  Sambre/metals-steel 

448     Generate  de  Belgique/multi-industry 


22,619 

814 

161,121 

10,736" 

135.10 

10.55 

10.80 

2.6 

30.4 

12,499 

128 

4,006 

2,609 

50.78 

2.49 

2.78 

2.1 

89.5 

12,476 

394- 

11,483 

6,929 

297.99 

16.96 

19.16 

3.8 

12.6 

10,923 

384 

19,956' 

6,126 

444.75 

28.93 

27.37 

3.5 

33.5 

10,706 

464 

161,114 

5,218 

348.13 

31.00 

31.84 

4.7 

20.7 

9,272 

418 

8,300' 

5,008 

600.45 

50.10 

51.61 

3.9 

39.9 

8,721 

124 

10,507 

1,015 

114.66 

14.04 

10.99 

1.9 

30.0 

7,824 

303 

109,638 

3,612 

185.24 

16.03 

16.13 

4.0 

13.3 

7,760 

-148 

2,854' 

1,498 

44.40 

-4.43 

2.84 

1.4 

46.5 

7,715 

392 

104,575 

4,300 

291.92 

26.73 

26.48 

3.4 

12.9 

7,010 

109 

5,283' 

1,679 

5.27 

0.34 

0.42 

7.3 

27.1 

5,448 

312 

9,527 

5,209 

73.78 

4.43 

5.62 

5.0 

18.4 

BRAZIL 


Business  climate  '90  vs  '95 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


P/E  52  •  Yield  2.6% 

•  Market  value  $176 

Country  statistics 

Population 

159.4  million 

Gross  domestic  product 

$468.3  billion 

GDP  per  capita 

$2.9  thousand 

Total  national  debt/GDP 

6.2% 

R&D  expenditures/GDP 

NA 

Unemployment  rate 

6.0% 

Retail  sales  per  capita 

$0.2  thousand 

 Total  return  

Largest  equity  fund 

YTD       1-yr  5-yr* 

Brazil  Fund 

22.1%    14.7%  19.0% 

•Annualized.  NA:  Not  available. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


Year-to-date  price  change  20% 


1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS*  

Yield* 

Employees 

Rank 

($mil) 

income 

($miD 

value 

price* 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

125     Petrobras-Petroleo  Brasil/energy 

17,366 

677 

31,806 

9,864 

70.94 

6.23 

6.15 

1.3 

50.7 

127     Banco  do  Brasil/banking 

17,221 

-4,635 

82,071 

921 

8.92 

-6.69 

-0.47 

0.0 

94.7 

261  •Telebras/telecomm 

9,391 

882 

36,673 

17,460 

61.31 

2.86 

5.30 

2.5 

95.6 

303     Banco  Bradesco  Group/banking 

8,092 

589 

33,774 

6,796 

6.63 

0.63 

0.67 

4.2 

52.9 

365     Banco  Itau  Group/banking 

6,480 

411 

25,193 

4,756 

398.52 

34.14 

37.07 

2.5 

36.6 

409  •Eletrobras/utilities 

5,889' 

1,856' 

100,187' 

12,994 

239.41 

NA 

NA 

0.9 

1.4 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  'Figures  are  latest  available.  4Combined  market  value  for  Fortis  AMEV  and  Fortis  AG.  Price,  EPS  and  yield  are  only  for  Fortis 

AG.  NA:  Not  available.  "Figures  are  per  thousand  shares. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International.  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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PROFESSIONAL. 


«5> 

INDUSTRIAL 


w  Electronic  Labeling  Systems 


THE  CLEAR 
WINNER 


RESISTANT  TO:  Abrasives,  UV. 
Spills,  Chemicals,  Heat  &  Cold 

laminamdIlabels 


With  over  a  million  satisfied  (and  organized)  customers  and  over  20  models 
to  choose  from,  P-Touch  is  the  #1  winner  among  electronic  labeling 
systems.  It's  the  only  thing  you'll  need  to  keep  your  home,  business  and 
life  ...running  smoothly. 


t  Staples,  Office  Depot  and  OfficeMax. 


We're  at  your  side. 


Businnss  climate  '90  vs  '95 

7.0  7.3 

4.8  4.9 


4.6 


"  3.0 

II 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


P/E  20  •   Yield  2.3%  •  Market  value  $382  billion  •  Year-to-date  price  change  12% 


Country  statistics 

Population 

29.2  million 

firn«  HnmfKtir  nrnHurt 

1^48  4  hillinn 

GOP  per  capita 

$18.8  thousand 

Total  national  debt/GDP  ' 

45.5% 

R&D  expenditures/GDP 

1.5% 

Unemployment  rate 

9.5% 

Retail  sales  per  capita 

$3.4  thousand 

 Total  return  

Largest  equity  fund 

YTD       1-yr  5-yr* 

Fidelity  Canada 

'Annualized. 


.7%     18.7%  6.3% 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


1995 

Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

118 

BCE/telecomm 

17,942 

570 

27,586' 

12,560 

39.85 

1.63 

2.25 

5.0 

121.0 

221 

Royal  Bank  of  Canada/banking 

11,132 

918 

132,402 

7,505 

23.89 

2.54 

2.90 

3.8 

49.0 

253 

Canadian  Imperial  Bank/banking 

9,588 

738 

127,607 

6,818 

33.17 

3.04 

3.90 

3.3 

39.3 

259 

George  Weston/retailing 

9,447 

138 

3,799 

1,608 

34.26 

2.93 

3.18 

1.9 

76.2 

265 

Alcan  Aluminium/metals-nonfer 

9,287 

543 

9,702 

7,399 

32.73 

2.30 

2.89 

1.4 

39.0 

278 

Seagram/bev  &  tobacco 

8,935 

3,406 

21,355 

12,939 

34.59 

9.13 

1.44 

1.7 

30.0 

279 

Bank  of  Nova  Scotia/banking 

8,795 

637 

105,730 

5,640 

24.15 

2.46 

2.80 

4.1 

33.7 

280 

Bank  of  Montreal/banking 

8,790 

717 

110,015 

6,235 

23.82 

2.51 

2.85 

4.4 

33.3 

329 

Thomson  Corp/media 

7,225 

789 

9,981 

9,745 

16.37 

1.34 

0.88 

3.1 

44.4 

374 

Toronto-Dominion  Bank/banking 

6,333 

577 

76,528 

5,440 

18.05 

1.83 

2.06 

4.0 

25.4 

376 

Imasco/multi-industry 

6,296 

161 

41,096 

4,728 

20.35 

0.66 

1.91 

3.9 

66.0 

393 

Noranda/metals-nonfer 

6,107 

380 

9,441 

5,482 

21.63 

1.65 

1.97 

3.4 

32.0 

405 

Imperial  Oil/energy 

5,949 

375 

8,828 

8,128 

43.51 

1.95 

2.37 

3.4 

7.8 

416 

Canadian  Pacific/multi-industry 

5,790 

-600 

11,748 

7,028 

20.49 

-1.76 

1.29 

1.3 

36.1 

469 

Bombardier/aero  &  defense 

5,188 

112 

4,683 

4,701 

14.10 

0.33 

0.86 

1.0 

40.0 

475 

TransCanada  PipeLines/utilities 

5,105 

290 

7,614 

2,988 

14.47 

1.28 

1.26 

5.5 

1.9 

FRANCE 


Business  climate  '90  vs  '95 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  mean  conditions  are  optimum. 


P/E  72   •   Yield  3.0%  •  Market  value  $558  billion  •  Year-to-date  price  change  8% 


Country  statistics 

Population 

57.9  million 

Gross  domestic  product 

$1,329.3  billion 

GDP  per  capita 

$23.0  thousand 

Total  national  debt/GDP 

33.9% 

R&D  expenditures/GDP 

2.41% 

Unemployment  rate 

11.6% 

Retail  sales  per  capita 

$5.4  thousand 

 Total  return  

Largest  equity  fund 

YTD       1-yr  5-yr* 

France  Growth  Fund 

10.9%     9.2%  8.9% 

'Annualized. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January.  February  or  March  fiscal  year-ends,  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  31,  1996.  'Figures  are  latest  available. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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What  is  less  than 


Question: 


000 


the  area  of 


the 


United  Kingdom 


BERLIN -WORTH  A  FRACTION  OF  YOUR  TIME. 


but  has 
nearly 


of  the  U.K.'s 


gross 
domestic 
product 


Berlin  -  Germany's  capital  city  -  is  one  of 
Europe's  most  compact  and  exciting  re- 
gional markets.  At  the  heart  of  a  re-uniting 
Europe,  Berlin  is  fast  developing  centres  of 
excellence  for  many  of  the  next  century's 
vital  industries,  including  information  & 
communication,  media,  transportation  and 
medical  technologies.  And  with  prime 
industrial,  commercial  and  office  place  still 
available, getting  established  will  never  be 
easier.  With  so  much  potential  so  close 
at  hand,  shouldn't  your  business  now  also 
start  to  crunch  the  numbers  on  us? 

We  will  be  pleased  to  offer  you  further  information 
about  Berlin  as  a  business  location.  Simply  contact 
Berlin  Economic  Development  Corporation, 
Tel.: +  49(30)  399-800,Fax:+  49(30)  399-80239 


Answer: 


•  •  •  • 


Berlin. 


?m  mum 


1995    Company/business  ' 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

FRANCE 

ou 

IIAP-llninn  r!p<;  A<;Mrr.anrp^/irKnrflnrp 

43,929 

-414 

183,768 

6,098 

19.80 

-1.34 

1.17 

4.4 

51.3 

32 

•  Elf  Aquitaine  Group/energy 

41,729 

1,009 

49,428 

19,633 

72.49 

3.79 

4.31 

5.2 

85.5 

37 

•  Renault  Group/automobiles 

36,876 

429- 

45,511 

6,542 

27.37 

1.81 

1.86 

3.7 

140.0 

47 

•  Peugeot  Groupe/automobiles 

32,906 

341 

29,570 

6,990 

139.48 

6.82 

11.31 

1.0 

139.9 

48 

•Gesierale  des  Eaux  Groupe/services 

32,530 

-738 

41,793' 

12,729 

107.13 

-6.58 

4.46 

3.1 

215.3 

D  1 

ft  Alratpl  Al^thnm/plpr  &  ptprtrnn 

"Hltdlcl  MIOll  IUI 1  If  CICU  Ot  CICLLIUII 

32,138 

-5,125 

52,178 

13,737 

91.24 

-34.04 

1.32 

2.5 

196.9 

54 

GAN-Assur  Nationales/insurance 

31,213 

-358 

169,315 

1,629 

28.48 

-6.26 

1.03 

0.0 

35.8 

62 

Carrefour  Group/retailing 

28,972 

708 

13,192 

14,057 

365.49 

18.42 

16.39 

1.7 

100.8 

63 

Credit  Lyonnais  Group/banking 

28,305 

3 

339,392 

1,440 

27.61 

0.05 

1.78 

0.0 

59.0 

64 

AXA  Group/insurance 

28,248 

547 

192,558 

10,769 

56.78 

3.33 

3.40 

3.3 

35.0 

65 

•  Tnt^l  nmnn/pnprpv 

w  lUlal  \3l  uUUI  C  MCI 

27,212 

450 

28,359 

17,107 

72.39 

1.92 

3.77 

3.5 

53.5 

69 

•  BNP  Group/banking 

26,297 

357 

325,250 

7,242 

37.54 

1.85 

2.94 

2.8 

54.2 

71 

•  Societe  Generate  Group/banking 

25,825 

765 

326,507 

9,315 

106.55 

9.28 

10.05 

4.4 

45.4 

96 

Promodes  Group/retailing 

20,149 

205 

8,823 

4,874 

261.72 

11.44 

12.70 

1.3 

43.9 

97 

Groupe  Paribas/banking 

20,121 

-801 

272,213 

7,312 

60.83 

-6.79 

3.36 

5.7 

25.8 

100 

Lyonnaise  des  Eaux-Dumez/mutti-ind 

19,757 

182 

32,018 

5,637 

97.06 

3.13 

4.68 

3.4 

141.0 

101 

AGF-Assur  Generates  de  Fr/insurance 

19,499 

217 

72,757 

3,642 

26.75 

1.59 

1.95 

4.1 

25.6 

105 

•  Suez  Group/banking 

19,262 

-793 

128,653 

6,168 

38.65 

-5.32 

1.65 

6.2 

35.0 

130 

•  Rhone-Poulenc  Group/chemicals 

16,987 

665 

27,634 

8,033 

24.95 

1.34 

1.63 

3.5 

82.5 

139 

•  Groupe  Danone/food,  household 

15,917 

427 

19,027 

10,442 

146.46 

6.20 

9.52 

3.2 

73.8 

140 

•  Grninip  Usinnr  Saci!or/mptaK-stppl 

15,707 

888 

14,580' 

3,911 

16.08 

4.76 

2.89 

7.2 

69.1 

141 

Pinault-Printemps-Redoute/retailing 

15,586 

304 

11,064 

6,939 

309.96 

13.57 

15.59 

2.3 

53.8 

142 

•  Pechiney/metals-nonfer 

15,434 

295 

12,921' 

3,303 

42.60 

5.83 

3.10 

6.5 

38.0 

149 

Bouygues  Group/construction 

14,794 

-583 

15,088 

2,537 

108.87 

-25.36 

4.23 

4.5 

73.9 

158 

Saint-Gobain/misc  materials 

14,086 

844 

19,692 

10,529 

127.86 

10.40 

10.47 

3.8 

84.5 

172 

Mirhplin  (lrnim/incliKtrial  rnmn 

13,245 

560 

14,373 

5,815 

50.47 

4.86 

5.16 

1.6 

114.4 

181 

Casino  Groupe/retailing 

12,848 

127 

5,776' 

3,063 

42.04 

1.66 

1.89 

2.8 

45.1 

200 

Schneider/elec  &  electron 

11,904 

164 

10,704' 

6,162 

46.34 

1.23 

2.06 

2.5 

89.8 

232 

■  L'Oreal  Group/personal  care 

10,692 

631 

9,611 

18,729 

304.73 

10.26 

12.02 

1.3 

39.9 

236 

•  Lagardere  Groupe/multi-industry 

10,534 

126 

12,158 

2,345 

27.18 

1.50 

2.05 

3.2 

43.6 

263 

Dnrk^  rip  Franrp/rptailinp 

9,363 

112 

3,738 

3,080 

227.82 

8.58 

9.11 

1.8 

32.8 

277 

•Groupe  Havas/services 

8,940 

178 

6,963 

5,486 

85.63 

2.77 

3.56 

2.9 

20.9 

334 

•Thomson  CSF/aero  &  defense 

7,111 

-158 

12,651 

3,072 

26.17 

-1.35 

1.81 

2.9 

46.8 

338 

Saint  Louis/forest  products 

7,066 

115 

8,642 

2,183 

271.21 

14.26 

21.31 

4.1 

23.0 

353 

Credit  Commercial/banking 

6,690 

247 

70,177 

3,358 

48.24 

3.56 

3.86 

3.0 

10.7 

356 

#1  afarpp/hlrlo  matpriak 

^  Ldlal  gC)  U  M.I  L  IllCJlClldlO 

6,655 

471 

10,271 

6,083 

65.94 

5.33 

5.11 

4.4 

34.7 

360 

Eiff  age/con  struct  ion 

6,533 

41 

8,390 

978 

140.64 

5.92 

7.43 

8.8 

46.3 

366 

■  L'Aire  Liquide  Group/chemicals 

6,449 

533 

8,639 

11,543 

174.16 

8.04 

8.83 

2.3 

24.6 

379 

Esso/energy 

6,250 

-6 

1,946 

1,466 

123.01 

-0.47 

4.00 

5.9 

2.9 

383 

Accor/leisure 

6,213 

185 

11,077 

4,173 

144.32 

6.47 

7.02 

4.0 

146.9 

387 

Christian  Dior/bev  &  tobacco 

6,168 

329 

18,005' 

5,939 

141.42 

7.82 

8.17 

2.9 

19.3 

401 

•  LVMH  Group/bev  &  tobacco 

5,965 

811 

13,027 

21,208 

242.93 

9.34 

10.26 

2.3 

19.5 

419 

Galeries  Lafayette/retailing 

5,750 

-48 

2,922' 

427 

328.36 

-36.83 

5.41 

0.0 

29.1 

451 

Comptoirs  Modernes/retailmg 

5,417 

90 

2,058 

2,318 

449.63 

17.69 

17.86 

1.4 

19.9 

459 

Groupe  Bull/data  processing 

5,340 

61 

3,770 

1,056 

8.14 

0.97 

NA 

0.0 

24.1 

479 

•  Valeo/industrial  comp 

5,055 

202 

4,391 

3,766 

54.34 

2.92 

3.15 

1.4 

29.6 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are  used 
uiiless  noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  "Non-sponsored.  'Figures  are  latest  available.  NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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It's  been  an  expansive  century. 

ALLTELs  roots  in  local  telephone  service  started  back  in  the  earlv  1900s.  Today, 
ALLTEL  is  a  member  of  the  S&P  500  and  a  Forbes  500  leader,  noted  for  its  diversified  busi- 
ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services, 
ALLTEL  now  does  business  throughout  the  United  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we're  well-balanced  to  meet  the  needs  of 
the  next  century.  ^^^IUbIbEIb 

For  more  information  on  ALLTEL,  call  (501)  661-8999. 
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GERMANY 

r 

Business  climate  '90  vs  '95 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


P/E  29  •  Yield  2.5% 

•  Market  value  $578 

Country  statistics 

Population 

81.1  million 

Gross  domestic  product 

$2,047.5  billion 

GDP  per  capita 

$25.3  thousand 

Total  national  debt/GDP  . 

26.1% 

R&D  expenditures/GDP 

2.5% 

Unemployment  rate 

9.4% 

Retail  sales  per  capita 

$4.8  thousand 

 Total  return  

Largest  equity  fund 

YTD       1-yr  5-yr* 

New  Germany  Fund 

6.4%      5.8%  8.0% 

•Annualized. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

11 

•  Daimler-Benz  Group/automobiles 

72,253 

-3,959 

63,858 

28,130 

547.60 

-77.17 

19.30 

0.0 

321.2 

15 

•Volkswagen  Group/automobiles 

61,487 

247 

58,648 

11,571 

353.51 

7.00 

20.29 

1.6 

242.3 

16 

■  Siemens  Group/elec  &  electron 

60,673 

1,268 

57,779 

30,817 

55.04 

2.26 

3.15 

2.2 

376.1 

27 

VEBA  Group/utilities 

46,278 

1,336 

47,263 

25,595 

52.43 

3.02 

3.09 

3.0 

123.0 

31 

Allianz  Worldwide/insurance 

43,486' 

5921 

164,729' 

37,051 

1,662.51 

52.12E 

48.39 

0.9 

67.8 

OO 

•  Deutsche  Bank  Group/banking 

oO,4Io 

1  A71 
1,40/ 

cm  /ion 

93  ^no. 
zio.ouy 

A  7 

Z.jU 

3  99 
i.LO 

0.0 

1A  1 

40 

■  Hoechst  Group/chemicals 

36,407 

1,192 

36,754 

19,603 

33.34 

1.68 

2.15 

3.7 

165.9 

41 

•  RWE  Group/utilities 

35,383 

726 

52,940 

19,552 

39.56 

1.79 

1.84 

3.3 

136.6 

49 

■  BASF  Group/chemicals 

32,257 

1,724 

29,323 

16,976 

278.40 

28.27 

25.87 

4.7 

105.6 

50 

BMW-Bayerische  Motor/automobiles 

32,198 

479 

28,495 

10,886 

551.54 

24.51 

30.53 

2.3 

106.9 

55 

•  Bayer  Group/chemicals 

31,107 

1,670 

30,901 

23,621 

33.49 

2.37 

2.50 

4.2 

144.1 

61 

VIAG  Group/multi-industry 

29,259 

808 

30,067 

10,260 

389.89 

26.31 

23.44 

2.9 

84.5 

66 

■  Thyssen  Group/metals-steel 

26,742 

512 

17,670 

5,802 

185.36 

16.36 

14.64 

5.1 

127.0 

85 

•  Mannesmann  Group/machinery  &  eng 

22,394 

372 

15,835 

12,756 

347.54 

14.65 

16.61 

1.5 

123.1 

86 

Miinchener  Ruckversicherun/insurance 

22,086 

184 

84,809 

14,625 

1,634.27 

22.67 

32.31 

0.7 

16.2 

91 

•  Dresdner  Bank/banking 

21,095 

817 

332,909 

11,179 

25.12 

1.84 

1.84 

5.0 

47.6 

109 

•  Commerzbank/banking 

18,893 

642 

281,385 

8,040 

208.80 

16.67 

17.93 

6.1 

111 

117 

Preussag  Group/multi-mdustry 

18,013 

254 

10,612 

3,878 

254.62 

19.14 

17.79 

3.7 

63.6 

126 

■  Bayer  Vereinsbank/banking 

17,354 

419 

244,301 

7,456 

28.23 

1.76 

1.77 

5.0 

22.2 

132 

■  Karstadt  Group/retailing 

16,81 1 E 

76 

7,133' 

3,315 

394.62 

-14.95 

9.78 

3.1 

105.1 

133 

Krupp  Hoesch  Group/metals-steel 

16,398 

352 

10,779' 

3,278 

157.58 

16.94 

14.31 

3.0 

72.7 

134 

ASKO  Group/retailing 

16,341 

111 

5,350 

2,862 

696.00 

7.07 

17.20 

1.0 

83.7 

148 

•  Kaufhof/retailing 

14,816 

96 

6,420 

3,372 

352.92 

12.24 

13.92 

3.2 

63.6 

151 

Bayerische  Hypotheken/banking 

14,646 

461 

207,995 

6,486 

25.23 

1.79 

1.64 

5.4 

19.0 

161 

■  Deutsche  Lufthansa/airlines 

13,886 

1,023 

12,849 

5,920 

155.29 

10.75 

10.24 

3.0 

57.6 

170 

Gehe/personal  care 

13,367 

142 

4,325 

4,700 

644.78 

21.07 

23.90 

1.5 

18.8 

190 

MAN  Group/machinery  &  eng 

12,439 

171 

9,063 

3,731 

258.70 

15.18 

17.60 

3.4 

56.1 

194 

Metallgesellschaft/multi-industry 

12,060 

53 

6,258 

2,523 

18.84 

0.77 

1.18 

0.0 

24.1 

248 

Henkel  Group/food,  household 

9,907 

302 

8,105 

6,149 

421.21 

20.70 

23.64 

2.6 

41.7 

258 

Degussa/misc  materials 

9,475 

191 

5.391 

2,954 

344.39 

25.98 

26.72 

2.4 

27.0 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fis- 
cal year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are 
used  unless  noted.  Market  value  is  as  of  May  31,  1996.  'Sponsored  ADR.  ■Non-sponsored.  'Figures  are  latest  available.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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Vv  '.$V  '.\\\\ 


Stephanie  Kwolek  is  a  chemist, 
gardener  and  an  inventor  of  DuPont 
Kevlar",  the  world's  strongest  fiber. 


|    It's  in  the  brakes  of  trains,  planes 


^|  and  automobiles.  It's  in  skis, 
\     *   helmets,  protective  clothing  and 


most  anyplace  else  requiring  a 
..   .  unique  combination  of  light  weight 


and  strength.  How'd  she  do  it? 


With  innovation  and  determination. 


?  f1 
1  V 


a  single  idea  she  can  stop  trains. 


How  else  can  you  stop  a  train? 
Stop  a  bullet?  Save  a  life? 
Visit  us  at  www.dupont.com 


1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

GERMANY 

284     SPAR  Handels/retail.ng 

8,664 

52 

1,881 

1,077 

417.60 

18.72 

14.05 

1.6 

23.0 

306     Philipp  Holzmann/construction 

7  0C7 

/,ob/ 

000 

-616 

0  000 

6,661 

1  ooc 
l,3ob 

0  1  C  00 

315.82 

7fl  A  1 

-/U.41 

b.U4 

0.0 

47.4 

332  •Continental  Group/industrial  comp 

7,154 

102  ' 

4,676 

1,622 

17.27 

1.15 

1.25 

2.4 

48.4 

348  AGIV/multi-industry 

6,842 

-27 

4,093 

798 

19.96 

-0.67 

0.85 

0.0 

40.2 

410  VEW/utiiities 

5,841 

158 

9,122 

6,014 

300.72 

7.92 

11.23 

2.8 

13.0 

418     Linde/machinery  &  eng 

5,780 

225 

5,283 

5,408 

643.47 

27.91 

29.02 

2.3 

29.3 

422     Deutsche  Babcock/machinery  &  eng 

5,686 

-6 

3,067 

433 

61.79 

-0.85 

-5.71 

0.0 

35.4 

453  AVA/retailing 

5,404 

7 

1,614' 

828 

269.21 

2.38 

11.95 

0.0 

26.2 

488     Bilfinger  &  Berger/construction 

4,911 

73 

4,201 

1,501 

416.94 

27.63 

25.67 

3.0 

31.2 

ITALY 


Business  climate  '90  vs  '95 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


P/E21  •  Yield  2.2%  •  Market  value  $239  billion  •  Year-to-date  price  change  12% 


Country  statistics 
Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

Largest  equity  fund 

Italy  Fund 

'Annualized. 


57.2  million 
$1,017.8  billion 
$17.8  thousand 
83.8% 

1.3% 
12.0% 

$5.9  thousand 

  Total  return   

YTD       1-yr  5-yr* 

17.6%    14.3%  -0.2% 


Sources.-  The  Worid  Competitiveness  Report  of  the  World  Economic  Forum; 
Lipper  Analytical  Services;  Morgan  Stanley  Capital  International. 


f\ /  — s/ 

1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS- 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995  1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

26  •Fiat  Group/automobiles 

46,467 

1,318 

64,288 

14,598 

3.51 

0.27 

0.31 

1.8 

237.4 

42  •ENI/energy 

34,924 

2,656 

56,005 

38,272 

4.79 

0.33 

0.38 

2.9 

86.4 

82  •STET/telecomm 

22,943 

1 

44,965' 

17,853 

3.57 

0.20 

0.21 

2.4 

133.8 

94     Generali  Group/insurance 

20,487' 

397' 

63,406' 

19,120 

23.85 

0.55E 

0.66 

1.0 

37.9 

145     Sanpaolo  Group/banking 

14,951 

113 

156,465' 

4,961 

6.08 

0.39 

0.48 

2.6 

24.3 

146  •  Montedison  Group/multi-industry 

14,842 

657 

6,281 1 

3,680 

0.61 

0.11 

0.06 

0.0 

32.4 

205     Banca  di  Roma/banking 

11,634 

53 

134,010 

3,307 

0.99 

0.02 

0.03 

0.0 

32.6 

243  •Credito  Italiano/banking 

10,322 

121 

102,816 

2,786 

1.24 

0.05 

0.09 

1.8 

26.0 

246  •Banca  Commerciale  Italian/banking 

10,119 

224 

100,386 

3,778 

2.11 

0.13 

0.19 

4.6 

28.0 

322     Finmeccanica/machinery  &  eng 

7,515' 

1' 

19,596' 

929 

0.55 

0.01  E 

0.04 

00 

59.0 

354  "Pirelli  Group/industrial  comp 

6,687 

158 

6,511 

2,536 

1.65 

0.10 

0.11 

2.0 

38.1 

382     Banco  di  Napoli/banking 

6,233 

-1,940 

53,618 

474 

0.27 

-1.75 

NA 

0.0 

11.8 

397  ■Olivetti  Group/data  processing 

6,041 

-981 

7,480' 

2,276 

0.63 

-0.27 

0.00 

0.0 

27.9 

495     Alitalia  Group/airlines 

4,811 

-53 

4,367' 

374 

0.43 

-0.05 

-0.13 

0.0 

18.7 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are 
used  unless  noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  BNon-sponsored  'Figures  are  latest  available.  NA:  Not  available.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  and  I8ES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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Our  Business  Is  Helping  ¥)urs 
See  More  Clearly 
Than  The  Competition. 

Both  you  and  your  competition 
have  similar  goals  in  sight.  And 
who  gets  there  first  will  depend 
P   on  ivho  has  a  sharper  vision  of 
the  future. 

GE  Capital  Services  can  help 
you  provide  your  customers  with 
more  value -giving  you  the 
competitive  edge.  Like  helping  a 
major  auto  company  develop  a 
nationwide  leasing  program 
ithin  60  days,  which  involved  the  successful  training  of  54  dealers.  Or  helping  a  membership  warehouse 
'ub  achieve  growth  through  sales  while  allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  were  26  diversified  businesses.  Each  one  is  dedicated  to  developing  and  deliveiing 
roducts  and  services  that  help  you  see  opportunities  before  the  competition.  Give  us  a  call  at  1-800-243-2222. 
nd  see  what  the  competition  cant. 

GE  Capital  Services 

Our  Business  Is  Helping  Yours- 


WE 

CAN  HELP 

U  IMPROVE 

YOUR  VISION 


AND  YOUR 


COMPETITIVE  EDGE. 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


Business  climate  '90  vs  '95 


7.2 


6.9 


Hi  "6 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


P/E  106  •  Yield  0.7%  •  Market  value  $3.6  trillion  •  Year-to-date  price  change  0% 


Country  statistics 

Population 

124.9  million 

Gross  domestic  product 

$4,590.9  billion 

GDP  per  capita 

$36.8  thousand 

Total  national  debt/GOP 

56.5% 

R&D  expenditures/GDP 

3.0% 

Unemployment  rate 

3.1% 

Retail  sales  per  capita 

$8.7  thousand 

  Total  return   

Largest  equity  fund 

YTD       1-yr  5-yr* 

Japan  Fund 

3.9%     14.9%  -0.4% 

•Annualized. 

Sources.-  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


1995    Company/business  Revenue         Net  Assets         Market       Stock   EPS   Yield  Employees 

Rank  ($mil)         income         ($mil)  value        price     1995     1996E     (%)  (thou) 

($mil)  ($mil)        ($)       ($)  ($) 


1 

•  Mitsubishi/trading 

184,510 

346 

92,543 

21,454 

13.69 

0.22 

0.25 

0.5 

13.9 

2 

•  Mitsui  &  Co/trading 

181,661 

315 

69,237 

14,295 

9.20 

0.20 

0.24 

0.8 

11.7 

3 

■  Itochu/trading 

169,300 

121 

66,146 

10,232 

7.18 

0.09 

0.10 

0.8 

7.22 

4 

Sumitomo/trading 

167,662 

211 

50,609 

11,816 

11.10 

0.20 

0.18 

0.7 

25.3 

5 

■  Marubeni/trading 

161,184 

157 

71,923 

8,137 

5.45 

0.11 

0.10 

1.0 

9.9 

6 

■  Toyota  Motor/automobiles 

111,139 

2,665 

106,722 

85,779 

22.85 

0.51 

0.72 

0.8 

142.6 

8 

Nissho  Iwai/trading 

97,963 

-260 

47,071 

4,441 

5.66 

-0.33 

0.11 

0.8 

17.0 

9 

•  Hitachi/elec  &  electron 

84,233 

1,470 

92,242 

30,821 

9.25 

0.42 

0.39 

1.1 

331.9 

10 

•  Nippon  Tel  &  Tel/telecomm 

82,002 

2,211 

127,938 

115,697 

7,271.05 

138.95 

98.46 

0.6 

231.4 

12 

•  Matsushita  Electric  Indl/appliances 

70,454 

-590 

75,384 

36,155 

17.21 

-0.28 

0.56 

0.7 

265.4 

13 

Tomen/trading 

67,809 

46 

22,517 

2,571 

3.84 

0.07 

0.08 

1.2 

2.92 

14 

•  Nissan  Motor/automobiles 

62,618 

-917 

66,726 

20,665 

8.22 

-0.37 

0.07 

0.8 

145.6 

18 

•  Bank  of  Tokyo-Mitsubishi/banking 

55,243 

980 

712,747 

110,285 

23.68 

0.12 

0.14 

0.3 

20.1 

19 

Toshiba/elec  &  electron 

53,089 

937 

52,319 

22,363 

6.95 

0.28 

0.25 

1.3 

188.0 

20 

Nichimen/trading 

50,882 

44 

23,946' 

1,916 

4.52 

0.11 

0.11 

1.2 

2.62 

21 

Tokyo  Electric  Power2/utilities 

50,343' 

871' 

152,699' 

33,790 

24.98 

0.37 

0.42 

1.9 

43.1 

22 

Kanematsu/trading 

49,878 

3 

18,887' 

1,882 

6.48 

0.01 

0.01 

0.7 

2.7 

25 

•  Sony/appliances 

47,619 

563 

47,476 

23,777 

63.55 

1.39 

2.31 

0.7 

138.0 

28 

•  NEC/elec  &  electron 

45,593 

800 

44,064 

17,023 

11.01 

0.47 

0.44 

0.9 

152.7 

29 

•  Honda  Motor/automobiles 

44,090 

734 

33,083 

23,434 

24.05 

0.75 

1.04 

0.5 

96.8 

34 

■  Fujitsu/data  processing 

39,007 

654 

40,690 

16,692 

9.07 

0.36 

0.35 

1.0 

164.4 

35 

■  Indl  Bank  of  Japan/banking 

38,694 

-659 

361,372 

60,472 

25.72 

-0.28 

0.26 

0.3 

5.32 

38 

Mitsubishi  Motors/automobiles 

36,674 

132 

28,300 

7,724 

8.39 

0.23 

0.25 

0.8 

28.42 

39 

■  Mitsubishi  Electric/elec  &  electron 

36,408 

614 

38,486' 

14,698 

6.85 

0.27 

0.29 

1.4 

48.52 

43 

■  Sanwa  Bank/banking 

34,913 

-1,296 

501,043 

55,829 

19.24 

-0.45 

0.27 

0.3 

14.4 

46 

■  Daiei/retailing 

33,196 

53 

20.423 

8,715 

12.21 

0.08 

0.07 

1.3 

16.62 

52 

■  Fuji  Bank/banking 

31,597 

-3,374 

487,369 

62,988 

21.74 

-1.17 

0.28 

0.3 

15.8 

53 

Mitsubishi  Heavy  Inds/machinery  &  eng 

31,272 

1,076 

44,929' 

28,983 

8.59 

0.32 

0.33 

0.9 

42.82 

56 

Nippon  Steel/metals-steel 

30,638 

565 

42,598 

23,391 

3.40 

0.08 

0.08 

0.7 

93.9 

57 

•  Ito-Yokado/retailing 

30,360 

806 

16,427 

23,548 

56.71 

.  197 

1.84 

0.6 

35.0 

58 

■  Dai-lchi  Kangyo  Bank/banking 

30,312 

817 

498,625 

56,294 

18.04 

0.26 

0.14 

0.4 

18.12 

59 

■  Sumitomo  Bank/banking 

29,611' 

-2,856' 

565,971' 

61,891 

19.70 

0.12 

0.25 

0.4 

17.2 

60 

Long-Term  Credit  Bank/banking 

29,330 

-361 

298,036 

19,347 

8.09 

-0.15 

0.11 

0.7 

3.82 

70 

■  Sakura  Bank/banking 

25,976 

-4,426 

478,050 

37,909 

10.92 

-1.29 

0.15 

0.7 

20.3 

72 

East  Japan  Railway/trucking,  RR 

25,644 

710 

69,117 

22,017 

5,504.16 

177.38 

135.21 

0.8 

80.22 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  31,  1996-  •Sponsored  ADR.  ■Non-sponsored.  'Figures  are  latest  available.  2Not  fully  consolidated.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  ■  id  IBtS  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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ing  A  Home 
Loan  Is  No  Vacation? 


Great  Western,  one  of  the  largest  real  estate  lenders  in  the  nation,  now  offers  the 
AAdvantage®  Program  for  Mortgages.  It  lets  you  earn  one  American  Airlines® 
AAdvantage®  mile  for  every  dollar  of  mortgage  interest  you 
pay.  Plus,  you  can  apply  for  your  adjustable  or  fixed-rate 


AAdvantage 


mortgage  or  home  equity  line  of  credit  right  over  the  phone.  So  whether  youre 
buying,  refinancing  or  remodeling,  call  our  Express  Mortgage  Center  or  visit  a 
Great  Western  office  today. 


1-800-GW-4-A-LOAN 


GREAT  WESTERN  ESD 


Illinois  Residential  Mortgage  Licensee.  650  E  Algonquin,  Ste  1 05,  Schaumburg,  IL  601 73  Georgia  Residential  Mortgage  Licensee  Licensed  Mortgage  Banker  -  NJ  Dept  ol  Banking  The  Equity  AAdvantage  Line  of 
Credit  is  available  only  in  CA,  FL,  WA,  OR.  CO.  AZ  and  IL  AN  loan  products  not  available  through  District  Sales  Offices  and  branches  Call  for  details  American  Airlines  and  AAdvantage  are  registered  trademarks  of  _ 
American  Airlines.  Inc  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards  and  special  offers  at  any  time  without  notice,  and  to  end  Ihe  AAdvantage  program  and  the  lender 
AAdvantage  Program  foi  Mortgages  with  6  months  notice  American  Airlines  and  its  affiliates  are  not  responsible  for  any  mortgage,  loan,  or  real  estate  product  or  service  associated  with  this  offer  The  AAdvantage  Program  for 
Mortgages  is  only  available  for  real  estate  located  in  the  U  S  and  its  territories  Mileage  credits  are  sub|ect  to  Ihe  rules  of  the  AAdvantage  Program  for  Mortgages  Among  other  rules,  loans  must  be  maintained  in  compliance  with  their 
terms,  mileage  credits  are  subject  to  future  adjustment,  and  a  $39  annual  fee  must  be  paid  to  earn  miles  on  loans  AAdvantage  Program  for  Mortgages  rules  may  be  changed  at  any  time  without  notice  Other  restrictions  may  apply 


1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

JAPAN 

73 

Kansai  Efetric  Power/utilities 

25,577' 

444' 

73,745' 

22,361 

22.85 

0.51 

0.45 

2.0 

26.7 

81 

•Canon/data  processing 

23,024 

585 

23,935 

16,533 

19,61 

0.67 

0.78 

0.6 

72.3 

87 

■  Jusco'retailing 

22,008 

327 

12,735 

9,275 

29.60 

1.06 

0.91 

0.6 

12.9 2 

88 

Nippon  Oil/energy 

21.925E 

172 

26,031 

8,135 

6.61 

0.14 

0.10 

1.0 

11.9 

93 

Chubu  Electric  Power/utilities 

on  oncl 

20,80b 

a  cnl 

459 

CC  r  A  7  1 

65,64/ 

1/.307 

23.22 

0.61 

0.49 

2.0 

20.9 2 

95 

nTokai  Bank/banking 

20,350 

-1,396 

347,967' 

25,964 

12.49 

-0.69 

0.26 

0.5 

11.6 

98 

■  Taisei/construction 

20,110' 

165' 

35,729' 

7,688 

7.54 

-0.02E 

0.03 

0.9 

13.4 2 

104 

Japan  Energy/energy 

19,348 

214 

15,636 

4,220 

3.86 

0.20 

0.11 

1.2 

5.42 

106 

Mazda  Motor/automobiles 

19,108 

-123 

12,873 

5,823 

4.76 

-0.11 

0.07 

0.0 

26.02 

108 

Shimizu/construction 

1  Q  QQ7 

/O 

OA  1  7Q 

Q  f\AA 

1  1  Al 

11.4/ 

U.1U 

n  i  o 

[)./ 

1  0  0  2 

110 

■  NKK/metals-steel 

18,726 

543 

25,337 

10,300 

2.92 

0.15 

0.10 

0.0 

43.1 

111 

■  Isuzu  Motors/machinery  &  eng 

18.664E 

238E 

16,173' 

5,607 

5.44 

0.20E 

0.14 

0.0 

14.9 2 

113 

■  Sanyo  Electric/appliances 

18,551 

166 

23,746 

11,605 

5.95 

0.09 

0.12 

0.8 

57.1 

116 

■  Kajima/construction 

18,286 

52 

27,116 

10,049 

10.45 

0.05 

0.08 

0.8 

14.5 

119 

■  Bridgestone/industrial  comp 

1  7  00  1 

D/b 

1  C  OA  1 

1  O  QOl 

1  7  OQ 

i/.oy 

n  i  a 

o  71; 
U./D 

U.D 

on  A 

isy.4 

120 

Nippon  Express/trucking,  RR 

17,781 

288 

10,198 

10,733 

9.99 

0.27 

0.25 

0.6 

62.0 

121 

Nichii/retailing 

17,746 

11 

17,046' 

4,359 

15.82 

0.04 

0.10 

1.2 

20.6 

124 

Japan  Tobacco/bev  &  tobacco 

17,368E 

705 

18,990 

17,095 

8,547.64 

352.27 

301.34 

0.6 

23.2 

128 

■  Sharp/appliances 

17,116 

480 

18,885 

18,224 

16.28 

0.43 

0.44 

0.7 

43.9 

129 

■  Mitsubishi  Chemical/chemicals 

1 1  noo 

l/,Uoe 

00/1 

234 

1  O  C70 

i  n  ooo 
1U.822 

A  0,1 

4.94 

nil 
0.11 

n  nc 
U.Ob 

0  c 
U.b 

1  O  C  2 

13. b 

131 

Toyota  Tsusho/trading 

16,942 

24 

6,982 

1,757 

6.94 

0.09 

0.15 

1.0 

2.0 2 

135 

Nippon  Credit  Bank/banking 

16,339 

-793 

156,145 

6,486 

3.74 

-0.46 

0.28 

1.4 

2.6 

138 

Cosmo  Oil/energy 

16,135 

68 

12,100 

4,108 

6.50 

0.11 

0.13 

1.1 

3.72 

143 

•  Kobe  Steel/metals-steel 

15,314 

936 

22,312 

7,816 

2.76 

0.33 

0.15 

0.0 

16.6 2 

144 

•Tokio  Marine  &  Fire  Ins/insurance 

i  c  non 
15,020 

ono 

293 

A  7  0 1  C 

4/, 215 

on  mn 
20,0/U 

1  0  oc 

12. y5 

0  1  0 

0.19 

n  oo 
U.2U 

U.b 

1  C  0 

15.0 

147 

•  Sumitomo  Metal  Inds/metals-steel 

14,842 

223 

23,070 

9,689 

3.08 

0.07 

0.11 

0.9 

18.4 2 

150 

■  Nippondenso/industrial  comp 

14,751 

517 

14,838 

18,757 

21.55 

0.59 

0.47 

0.6 

55.9 

153 

Tohoku  Electric  Power/utilities 

14,495' 

536' 

39,538' 

11,444 

22.76 

0.73 

0.66 

2.0 

14.5 

155 

Suzuki  Motor/automobiles 

14,321 

276 

8,963 

5,686 

12.67 

0.62 

0.48 

0.5 

14.1 2 

156 

Obayashi/construction 

14,310' 

1A\ 

/4 

26,041' 

6,852 

n  on 

9.20 

n  i  7c 
U.l/t 

n  i  c 
U.lb 

n  o 

0.8 

1  0  A  2 

12.4 

159 

Kyushu  Electric  Power/utilities 

13,962' 

469' 

46,089* 

11,405 

24.05 

0.92 

0.74 

1.9 

14.7 2 

162 

■  Sekisui  House/construction 

13,853 

433 

16,603' 

8,282 

11.75 

0.62 

0.57 

1.4 

14.0 

166 

■  Japan  Air  Lines/airlines 

13,570' 

-147' 

24,127' 

14,333 

8.06 

-0.05E 

0.00 

0.0 

20.4 2 

167 

Seiyu/retailing 

13,552 

-66 

14,565 

2,898 

12.95 

-0.30 

0.18 

1.1 

8.9 2 

168 

Kawasho2/trading 

1  0  A  0  A 

13,424 

0 

3 

6,402 

cno 

602 

c  nn 

5.00 

n  no 

0.02 

n  no 
U.03 

o  n 
U.U 

o  n 

171 

■  Asahi  Glass/misc  materials 

13,259 

258 

15,861 

14,133 

12.03 

0.22 

0.24 

0.7 

9.1 2 

178 

■  Dai  Nippon  Printing/services 

12,912 

549 

12,577 

13,897 

18.50 

0.73 

0.63 

0.8 

31.8 

180 

Takashimaya/retailing 

12,889 

209 

8,276 

4,597 

16.28 

0.74 

0.09 

0.4 

8.7 2 

183 

■  Asahi  Chemical  Ind/chemicals 

12,548 

96 

11,621 

10,463 

7.25 

0.07 

0.13 

0.8 

16.3 2 

185 

Mitsui  Fudosan/real  estate 

i  o  cnn  1 

12,500 

01  1 

91 

A  n  0  A  c  1 

40,84b 

i  n  one 
10,2yb 

1  0  C  7 

12. b/ 

n  i  or 
0.12t 

0  1  0 

U.1U 

0  7 
U./ 

1  cl2 
1.5 

191 

■  Asahi  Bank/banking 

12,346 

-1,449 

297,722' 

27,934 

12.03 

-0.62 

0.13 

0.5 

14.4 

193 

•  Kawasaki  Steel/metals-steel 

12,073 

246 

20,856 

12,031 

3.70 

0.08 

0.09 

0.8 

15.42 

196 

■  Sumitomo  Electric  Inds/industrial  comp 

12,035 

291 

11,735 

9,667 

13.60 

0.41 

0.42 

0.7 

54.6 

197 

Snow  Brand  Milk  Prods/food,  household 

11,994 

59 

5,008 

2,219 

6.85 

0.18 

0.22 

0.9 

16.0 

198 

■  Matsushita  Electric  Works/bldg  matl 

11,940 

268 

12,363 

8,034 

10.64 

0.36 

0.35 

1.2 

34.2 

202 

Sumitomo  Trust  &  Banking/banking 

11,757' 

40' 

168,589' 

17,265 

13.88 

-1.33E 

0.38 

0.5 

7.1 

203 

■  Mitsubishi  Trust  &  Bank/banking 

11,748 

-1,567 

154,532 

21,685 

16.65 

-1.20 

0.36 

0.4 

6.3 

204 

Mitsubishi  Materials/metals-nonfer 

11,693 

118 

14,653 

6,610 

5.83 

0.10 

0.11 

0.8 

9.2 

206 

Mitsubishi  Oil/energy 

11,622 

103 

9,582 

3,907 

8.71 

0.23 

0.20 

1.1 

2.5 

207 

•  Ricoh/data  processing 

11,541 

227 

14,194 

6,593 

10.08 

0.35 

0.38 

0.9 

59.7 

210 

■  Toppan  Printing/services 

11,377' 

160' 

11,965' 

9,962 

14.25 

0.53 

0.47 

0.8 

33.0 

211 

Daiwa  Bank/banking 

11,346 

-1,138 

152,753 

11,612 

7.35 

-0.76 

0.14 

0.6 

9.2 2 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year,  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  31,  1996.  ^Sponsored  ADR.  ■Non-sponsored.  'Figures  are  latest  available.  2Not  fully  consolidated.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  and  I8ES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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There  are  a  lot  of  fish  in  the  sea  who  are  interested  in  your 
business.  Unfortunately,  you  may  not  have  been  able  to  afford 
to  catch  all  of  them  through  the  mail. 

On  July   1,    that  will  change  because  Classification  Reform  goes 
into  effect.  And  it  means  the  more  efficiently  you  prepare  your 
t  mail— by  presorting  and  barcoding,  for  example— the  less 
WmI  it  could  cost  to  mail.   You  can  reinvest  those  sav- 

^msBtm^     ings  into  more  mail  to  catch  more  customers. 

For  the  new  value  in  3 

business  mail  To  f^ncj  out  ]low  your  company  can  Max  It— get  maximum 
discounts  for  maximum  preparation— call  for  your  free  guide.  It's 
got  all  the  information  you  need  to  Max  It. 


UNITED  STATES 
POSTAL  SERVICE 


Call  1  800  THE  USPS,  Ext.  2008,  for  your  free  Max  It  guide 
today.  And  get  ready  to  Max  It  starting  July  1 . 


1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

,  ,'  7, %-f.]m 
■  .-'M 

($mil) 

($mil) 

($) 

($) 

($) 

JAPAN 

• 

216 

Kawasaki  Heavy  Inds/machmery  &  eng 

11,263 

171 

11,784 

7,060 

5.23 

0.13 

0.12 

1.0 

16.82 

217 

■  Fuji  Photo  Film/leisure  goods 

11,250 

756 

17,378 

15,996 

31.08 

1.47 

1.26 

0.6 

29.9 

219 

■  Fuji  Heavy  Inds/automobiles 

11,170 

201- 

6,579 

2,680 

4.58 

0.34 

0.18 

1.0 

15.52 

220 

Sekisui  Chemical/bldg  materials 

11,146 

271 

8,542 

6,535 

11.84 

0.49 

0.57 

0.9 

6.02 

222 

•  Kubota/machinery  &  eng 

11,112 

OC  7 

2b/ 

10  C  7  C 

12,5/5 

9,415 

6.68 

0.19 

0.17 

0.8 

16.1 

225 

Nippon  Paper  Inds/forest  products 

11,051 

250 

11,741 

6,362 

6.71 

0.26 

0.27 

1.1 

7.92 

227 

■  Daiwa  House  lndustry2/construction 

10,884 

375 

11,532 

7,635 

15.26 

0.75 

0.77 

1.0 

12.12 

228 

Sumikin  Bussan/trading 

10,862 

11 

5,175 

540 

5.13 

0.11 

0.11 

0.9 

1.8 

231 

■  Mitsukoshi/retailing 

10,694 

-27 

5,684' 

5,295 

11.01 

-0.06 

0.02 

0.5 

11.7* 

233 

Yasuda  Fire  &  Marine  lns2/insurance 

1  n  rco 

i  no 

iuy 

Qrt  01  0 

b.bUo 

7  yi  A 

n  i  o 
U.12 

n  i  o 
U.12 

n  o 
U.9 

ion 

12.9 

235 

Mitsui  Trust  &  Banking/banking 

10,570' 

74' 

151,319' 

13,191 

11.01 

-2.20 

0.22 

0.6 

6.02 

237 

Nittetsu  Shoji/trading 

10,468' 

-7' 

9,588' 

336 

3.56 

-0.18 

0.10 

0.0 

0.82 

238 

Chugoku  Electric  Power2/utilities 

10,450' 

288' 

29,292' 

8,375 

22.57 

0.62 

0.64 

2.0 

11.2 

241 

•  Komatsu/machinery  &  eng 

10,362 

148 

14,989 

9,566 

9.53 

0.15 

0.19 

0.8 

28.0 

242 

■  Yasuda  Trust  &  Banking/financial  svcs 

1  n  007 
IU,o3/ 

nno 

-998 

7fi  CnO 

/9,b08 

6,6/5 

6.05 

-0.91 

n  1  o 

0.12 

n  o 

0.8 

C  1  2 

5.1 

245 

Ishikawajima-Harima/machinery  &  eng 

10,297' 

144' 

15,190' 

5,958 

4.59 

0.16 

0.13 

1.2 

27.3 

249 

Sumitomo  Chemical/chemicals 

9,870 

192 

12,548 

8,101 

5.00 

0.12 

0.12 

0.6 

17.4 

250 

Maruha/food,  household 

9,850 

14 

4,194 

1,096 

3.65 

0.05 

0.07 

0.0 

13.7 

252 

■  Toray  Industries/chemicals 

9,761 

189 

12,341 

9,464 

6.75 

0.14 

0.13 

1.0 

32.9 

254 

UNY/retailing 

n  c 70 

y,b/3 

i  on 

13U 

C  0  01 

5,381 

o  nno 

3,993 

oi  nn 

21.09 

0.69 

n  c  o 

0.52 

n  7 
0./ 

n  c 

9.5 

260 

■  Kirin  Brewery/bev  &  tobacco 

9,429E 

426 

14,345 

13,046 

12.40 

0.41 

0.37 

0.9 

8.42 

264 

■  Kumagai  Gumi/construction 

9,328' 

-94' 

20,676' 

2,865 

4.21 

-0.12  E 

-0.07 

0.7 

8.6 2 

266 

Kinki  Nippon  Railway/trucking,  RR 

9,283' 

21' 

16,146' 

11,975 

7.39 

0.02  E 

0.03 

0.6 

12.42 

268 

■  Nippon  Yusen/shipping 

9,246 

35 

13,204 

6,890 

5.87 

0.03 

0.07 

0.6 

2.5 

269 

Fuji  Electric/elec  &  electron 

9,232 

61 

8,280 

3,936 

5.50 

0.09 

0.12 

1.3 

i  o  c  2 

13.6 

270 

Tokyo  Gas/utilities 

9,217' 

1111 

17,999' 

10,632 

3.78 

0.05  E 

0.05 

1.2 

12.92 

271 

•  All  Nippon  Airways/airlines 

9,201' 

-751 

15,278' 

15,482 

10.73 

-0.05  E 

0.01 

0.3 

14.42 

276 

Dainippon  Ink  &  Chems/chemicals 

9,004 

72 

9,753 

3,873 

4.88 

0.09 

0.10 

1.1 

25.6 

285 

■  Kao/food,  household 

8,664 

254 

7,938' 

8,006 

13.32 

0.42 

0.40 

0.8 

7.12 

286 

Toshoku/trading 

8,656 

14 

7,885 

1,422 

6.57 

0.07 

0.09 

0.8 

1.9 

288 

Aisin  Seiki/industrial  comp 

8,590 

156 

6,059 

4,255 

15.36 

0.56 

0.47 

0.7 

11.32 

289 

■  New  Oji  Paper/forest  products 

8,552 

167 

9,620 

6,482 

8.72 

0.23 

0.30 

1.0 

9.0 

292 

■  Nomura  Securities/financial  svcs 

8,461 

508 

131,423 

37,044 

18.87 

0.26 

0.31 

0.5 

15.7 

293 

Nippon  Meat  Packers/food,  household 

8,454 

128 

5,453 

3,330 

14.62 

0.56 

0.51 

1.0 

20.0 

295 

Daimaru/retailing 

8,339 

70 

3,631 

1,974 

7.29 

0.19 

0.13 

0.5 

6.6' 

297 

Takeda  Chemical  Inds/personal  care 

8,309 

621 

11,039 

14,501 

16.56 

0.71 

0.63 

0.8 

17.6 

299 

Daihatsu  Motor/automobiles 

8,228 

76 

6,067' 

2,627 

6.15 

0.18 

0.15 

0.5 

11.72 

307 

Toyo  Seikan  Kaisha/mlsc  materials 

7,841' 

315' 

7,697' 

7,203 

35.71 

1.19  E 

1.04 

0.2 

6.72 

309 

■  Ajinomoto/food,  household 

7,785 

109 

7,316 

7,804 

12.03 

0.17 

0.18 

0.8 

13.3 

320 

Yamaha  Motor/leisure  goods 

7,599 

38 

6,021 

2,323 

10.08 

0.17 

0.26 

0.6 

11.1 

323 

Nishimatsu  Construction/construction 

7,486 

149 

8,009 

2,939 

10.64 

0.56 

0.49 

1.0 

5.8 

326 

■  Mitsui  Marine  &  Fire  Ins/insurance 

7,365 

91 

24,936 

5,610 

7.72 

0.13 

0.13 

0.8 

9.5 

328 

Sumitomo  Forestry/bldg  materials 

7,242 

113 

3,737 

2,741 

15.54 

0.64 

0.56 

0.5 

3.92 

331 

Osaka  Gas/utilities 

7,161' 

-92' 

12,770' 

9,846 

3.90 

0.05  E 

0.06 

1.2 

9.12 

336 

■  Fujita/construction 

7,094' 

a  r  1 

45' 

16,917' 

2,598 

5.25 

0.08 

0.05 

1.1 

5.9 

342 

Asahi  Breweries/bev  &  tobacco 

6,952 

70 

16,803 

5,030 

11.84 

0.17 

0.15 

0.7 

11.1 

343 

DDI/telecomm 

6,943 

44 

6,273' 

18,798 

8,658.65 

142.53 

106.52 

0.1 

2.82 

346 

■  Yamazaki  Baking/food,  household 

6,870 

144 

3,990 

4,361 

19.80 

"  0.66 

0.61 

0.6 

17.62 

347 

Mitsui  O.S.K.  Lines/shipping 

6,865 

49 

9,958 

3,799 

3.43 

0.04 

0.03 

0.0 

1.5 

350 

Yamato  Transport/trucking,  RR 

6,797 

131 

4,915 

4,408 

12.03 

0.36 

0.31 

1.0 

67.5 

351 

■  Furukawa  Electric/industrial  comp 

6,752' 

321 

9,163' 

3,861 

5.88 

0.10 

0.07 

0.9 

9.8 

352 

•  Kyocera/electronic  comp 

6,710 

856. 

9,086 

12,798 

68.46 

4.55 

3.25 

0.8 

29.0 

357 

Oki  Electric  Industry/elec  &  electron 

6,612' 

325' 

8,271' 

4,242 

6.93 

0.42 

0.28 

0.7 

23.6 

358 

Sumitomo  Marine  &  Fire2/insurance 

6,590 

105 

24,588 

6,021 

8.97 

0.16 

0.17 

0.7 

7.5 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  31,  1996  •Sponsored  ADR.  ■Non-sponsored.  'Figures  are  latest  available.  2Not  fully  consolidated.  NA:  Not  available.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  and  /8£S  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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The  economic  revolution  is  underway.  The  future  belongs 
to  companies  that  are  small,  quick  and  innovative. 
And  here  in  LA,  we  have  more  than  twice  the  number 
of  small  businesses  than  any  other  area  in 
the  country.  In  fact,  small  companies 
are  creating  75%  of  all  our  new  jobs. 
That  translates  into  nearly  61 ,000 


opportunities  in  1995,  and  over  1  86,000  within  the 
next  two  years. To  start  or  expand  your  business 
right  here  in  LA,  call  1 -800-7-LA-FACT.  You'll  learn 
how  to  get  help  with  things  like  lowcost  financing,  tax 
credits,  job  training  and  site  selection.  Besides, 
where  else  but  in  LA  can  you  chase  your  vision 
and  still  take  time  to  enjoy  the  view? 


loyijkx  wWf&e  fee?.  UsA»yk, 


©1996  New  Los  Angeles  Marketing  Partnership 


1995    Company/business  \;MWm*' 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

JAPAN 

364 

Toda/cor'si;  uction 

6,486 

70 

7,798 

2,654 

8.25 

0.22 

0.22 

1.0 

6.0 

367 

■  Teijin/chemicals 

6,415 

88 

8,150 

5,039 

5.17 

0.09 

0.08 

1.1 

16.2 

369 

Tokyu  Construction/construction 

6,392' 

-6' 

9,097' 

1,149 

4.95 

-0.02  E 

0.04 

1.4 

5.02 

378 

Chori/trading 

6,262 

-8 

3,209 

476 

4.86 

-0.09 

0.28 

0.0 

1.32 

380 

Tonen/energy 

6,240 

214 

6,787 

9,570 

14.80 

0.33 

0.21 

2.5 

2.32 

384 

Sato  Kogyo/construction 

6,187' 

-39' 

12,199' 

1,761 

6.74 

0.05 

0.06 

0.8 

5.52 

386 

UBE  Industries/misc  materials 

6,175' 

-32' 

10,159' 

3,162 

3.77 

0.06 

0.07 

0.7 

6.82 

388 

■  Kanebo/textile,  apparel 

6,166 

-285 

6,996 

1,585 

3.09 

-0.56 

-0.18 

0.0 

7.02 

389 

Yuasa  Trading/trading 

6,151' 

-71 

4,846' 

629 

5.64 

0.05 

0.08 

1.0 

1.7' 

390 

■  Bank  of  Yokohama/banking 

6,132 

-677 

106,659 

9,736 

8.56 

-0.60 

0.12 

0.5 

6.3 

392 

Nippon  Light  Metal/metals-nonfer 

6,111' 

-51' 

7,210' 

3,104 

5.78 

0.00 

0.06 

0.3 

4.92 

394 

Hanwa/retailing 

6,099 

12 

5,710 

1,482 

3.78 

0.03 

0.04 

0.0 

1.4 

395 

■  Hino  Motors2/machinery  &  eng 

6,083 

77 

3,496 

3,262 

9.00 

0.21 

0.16 

0.6 

9.3 

402 

Shin-Etsu  Chemical/chemicals 

5,964 

392 

6,668 

6,794 

19.89 

1.21 

0.92 

0.3 

16.1 

408 

Isetan/retailing 

5,891 

-329 

4,658 

2,996 

13.60 

-1.49 

0.14 

0.7 

5.62 

413 

Kinden2/const  ruction 

5,827 

210 

5,706 

4,256 

16.00 

0.87 

0.66 

0.6 

9.5 

414 

Nichirei/food,  household 

5,822 

2 

3,594 

2,206 

7.10 

0.01 

0.11 

0.9 

8.1 

415 

•  Shiseido/personal  care 

5,815 

182 

5,461 

4,961 

12.40 

0.45 

0.32 

0.9 

24.0 

417 

Penta-Ocean  Construction/construction 

5,789 

45 

5,669 

2,402 

6.74 

0.13 

0.11 

1.2 

5.3 

420 

Showa  Denko/chemicals 

5,744 

-2 

7,458 

3,342 

3.22 

0.00 

0.02 

0.0 

5.12 

421 

Hazama/construction 

5,718' 

35' 

10,933' 

1,470 

4.58 

0.07 

0.05 

1.0 

5.2 

424 

Odakyu  Electric  Railway/trucking,  RR 

5,670' 

31' 

11,605' 

4,892 

6.68 

0.05E 

0.04 

0.7 

4.22 

425 

■  Mitsubishi  Estate/real  estate 

5,670' 

152' 

27,904' 

18,148 

13.97 

-0.75E 

NA 

0.5 

2.12 

426 

Sumitomo  Rubber  Inds/industrial  comp 

5,670 

5 

5,781 

1,793 

8.74 

0.02 

0.16 

1.0 

24.0 

431 

•TDK/electronic  comp 

5,614 

287 

5,875 

7,485 

56.89 

2.16 

2.16 

0.8 

27.0 

432 

Iwatani  International/utilities 

5,608' 

4' 

4,681' 

1,435 

5.71 

0.04  E 

0.03 

1.0 

1.72 

433 

Tostem  Corp/bldg  materials 

5,593' 

257' 

6,507' 

6,396 

29.23 

1.13E 

1.08 

0.6 

12.4 

434 

Shikoku  Electric  Power/utilities 

5,567' 

155' 

16,311' 

6,401 

22.85 

0.61 

0.57 

2.0 

6.02 

435 

Sankyo/personal  care 

5,566' 

394' 

7,494' 

10,615 

23.68 

0.99E 

0.91 

0.8 

7.02 

436 

■  Marui/retailing 

5,549 

195 

6,506 

7,564 

20.54 

0.53 

0.48 

1.0 

8.2 2 

437 

Seibu  Railway/trucking,  RR 

5,546' 

-23' 

13,797' 

22,888 

52.82 

-0.01  E 

NA 

0.1 

5.42 

439 

Toyota  Auto  Body/automobiles 

5,523 

35 

2,296' 

953 

11.10 

0.41 

0.30 

0.8 

8.6 2 

440 

Hitachi  Zosen/machinery  &  eng 

5,510' 

68' 

7,470' 

5,553 

5.54 

0.09 

0.12 

1.0 

4.52 

441 

Yamaha/leisure  goods 

5,508 

98 

4,835 

3,124 

16.10 

0.50 

0.72 

0.3 

10.82 

443 

Nagase  &  Co/trading 

5,501' 

61' 

3,256' 

1,499 

9.90 

0.41  E 

0.40 

0.7 

1.22 

444 

Hokkaido  Electric  Power/utilities 

5,473' 

236' 

14,954' 

4,993 

22.66 

0.78 

0.68 

2.0 

6.6 

445 

■  Daiwa  Securities/financial  svcs 

5,468 

488 

66,591 

18,033 

13.41 

0.36 

0.36 

0.6 

10.2 

446 

Maeda2/construction 

5,462 

31 

6,410 

1,876 

10.27 

0.17 

0.18 

0.8 

4.4 

447 

Matsuzakaya/retailing 

5,454 

0 

2,706' 

2,134 

12.49 

0.00 

0.04 

0.6 

7.12 

449 

■  Omron/elec  &  electron 

5,447 

151 

6,370' 

5,310 

20.26 

0.57 

0.73 

0.6 

23.0 

454 

Tokyu  Dept  Store/retailing 

5,401 

-18 

4,194 

1,957 

7.09 

-0.07 

-0.01 

0.8 

4.52 

455 

General  Sekiyu  Group/energy 

5,391 

136 

3,668 

3,341 

8.78 

0.36 

0.23 

2.6 

1.32 

457 

Mitsui  Toatsu  Chemicals/chemicals 

5,369 

48 

7,323 

3,246 

4.15 

0.06 

0.10 

0.7 

5.12 

458 

Kandenko2/construction 

5,352 

80 

4,124 

2,583 

12.58 

0.43 

0.29 

0.7 

10.62 

461 

■  Chichibu  Onoda  Cement/bldg  materials 

5,315' 

-61' 

9,455' 

3,464 

6.00 

-0.01  E 

0.01 

0.8 

2.62 

462 

Sumitomo  Metal  Mining/metals-nonfer 

5,308 

111 

5,875 

5,298 

9.34 

0.20 

0.22 

0.5 

3.72 

463 

Meiji  Milk  Products/food,  household 

5,280' 

38' 

2,962' 

1.850 

6.24 

0.08 

0.08 

0.9 

6.0 2 

464 

Daikyo/real  estate 

5,257' 

-20' 

17,458' 

1,462 

7.89  - 

0.40 

0.21 

1.2 

2.42 

465 

•  Pioneer  Electronic/appliances 

5,253 

-104 

5,004 

3,987 

22.20 

-0.58 

-0.08 

0.4 

18.8 

468 

■  Konica/leisure  goods 

5,209' 

39' 

6,097' 

2,571 

7.19 

0.06 

0.14 

1.3 

5.12 

470 

Sumitomo  Heavy  Inds/machinery  &  eng 

5,184 

62 

6,573 

2,391 

4.06 

0.11 

0.08 

0.0 

6.02 

471 

Nippon  Fire  &  Marine  lns2/insurance 

5,183 

73 

18,443 

3,835 

6.61 

0.13 

0.13 

1.0 

6.5 

472 

Shinsho2/trading 

5,147 

5 

2,633 

385 

4.90 

0.06 

0.05 

0.9 

0.9 

474 

Haseko/construction 

5,133 

-2.223 

10,307 

1,918 

4.47 

-5.18 

-0.18 

0.0 

2.42 

All  figures  except  per  share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  ".onsolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends.  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  ■Non-sponsored.  'Figures  are  latest  available.  ?Not  fully  consolidated.  E:  Estimate.  NA:  Not  available. 


Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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The  Information  Highway  Is  Paved 
With  Rhetoric,  Metaphors,  And  The  ScarTissue 
Of  Misinformed  Executives. 


The  rush  is  on  to  do  business  on 
the  Internet.  What  will  separate  the 
winners  from  the  losers? 

One  of  the  deciding  factors  will 
be  your  alliances  with  strategic  network 
partners.  Partners  that  can  help  you 
capitalize  on  the  power  of  the  Internet. 
A  partner  like  Cisco  Systems. 

Cisco  helped  pioneer  the  Internet. 


Today,  almost  every  message  that  travels 
across  the  Internet  moves  through 
Cisco  equipment. 

In  fact,  it's  our  Cisco  IOS™  software 
that  enables  the  different  hardware 
devices  and  companies  to  share  data 
on  the  Internet.  All  of  which  makes 
Cisco  uniquely  qualified  to  construct  the 
infrastructure  your  company  needs  to 


deploy  the  Internet  for  marketing, 
customer  support  and  sales. 

So  visit  us  at  www.cisco.com.,  or 
call  us  at  1-800-778-3632,  ext.  159191. 
We  can  help  you 
from  becoming 
a  statistic  on 
the  information 
superhighway. 


C I  i  t  0  S  T  8  I  E  M  i 


THE  NETWORK  WORKS 
NO  EXCUSES. 


From  outside  the  United  States,  phone  Cisco  USA  408-526-7209,  Cisco  Europe  .12-2-778-4242  or  Cisco  Australia  61-2-993S-4107. 


1995    Company/business  - 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS  

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995  1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($)  ($) 

JAPAN 


476 

■  Ebara/nW  .oery  &  eng 

5,091 

83 

5,034 

4,359 

15,17 

0.29 

0.34 

0.6 

11.5 

481 

Dai-Tokyo  Fire  &  Marine2/msurance 

5,043 

67 

14,564 

2,957 

7.26 

0.17 

0.17 

0.9 

7.2 

482 

Mitsui  Construction/construction 

5,019 

3 

5,859 

866 

4.16 

0.02 

0.01 

0.7 

4.7 

484 

Toyo  Trust  &  Banking/banking 

4,984' 

60' 

88,654' 

7,489 

9.53 

-1.06E 

0.23 

0.7 

5.2 

486 

Itoham  Foods/food,  household 

4,953 

32 

2,176 

1,788 

7.83 

0.14 

0.14 

1.2 

4.42 

487 

Misawa  Homes/construction 

4,920' 

25' 

6,988' 

1,206 

9.44 

0.34 

0.31 

1.2 

2.02 

492 

w  Nippon  Suisan  Kaisha/food,  household 

4,860 

-45 

2,556 

1,295 

4.36 

-0.15 

0.04 

0.0 

2.52 

494 

Toyoda  Auto  Loom/machinery  &  eng 

4,821' 

107' 

4,781' 

5,689 

20.17 

0.50 

0.43 

0.6 

9.7 

496 

■  Toyobo/textile,  apparel 

4,782 

36 

5,415 

2,531 

3.66 

0.05 

0.05 

1.3 

6.9? 

497 

Hokuriku  Electric  Power/utilities 

4,744' 

153' 

16,191' 

5,055 

22.94 

0.59 

0.51 

2.0 

5.8 

499 

Honshu  Paper/forest  products 

4,732' 

271 

6,290' 

2,446 

7.08 

0.12E 

0.17 

0.8 

5.62 

500 

Tokyu/trucking,  RR 

4,726' 

19' 

17,570' 

8,220 

7.48 

0.03  E 

0.04 

0.6 

5.12 

NETHERLANDS 


P/E  16  •  Yield  3.1%  •  Market  value  $337  billion  •  Year-to-date  price  change  10% 


Business  climate  '90  vs  '95 

7.1  ™  7.3 
5.4 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


Country  statistics 

Population 

15.4  million 

Gross  domestic  product 

$330.3  billion 

GDP  per  capita 

$21.5  thousand 

Total  national  debt/GDP 

64.6% 

R&D  expenditures/GDP 

1.9% 

Unemployment  rate 

8.4% 

Retail  sales  per  capita 

$4.5  thousand 

 Total  return  

Largest  equity  fund 

YTD       1-yr  5-yr* 

Wright  EquiFund-Netherlands 

21.3%    27.4%  13.1% 

'Annualized. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum: 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

7  •  Royal  Dutch/Shell  Group/energy 

109,853 

6,906 

117,746 

128,665s 

152.01 

8.16 

8.39 

3.7 

104.0 

23  •Unilever/food,  household 

49,638 

2,320 

30,036 

36,986s 

136.35 

8.26 

8.65 

2.7 

308.0 

33  •Philips  Group/appliances 

40,146 

1,568 

32,562 

12,268 

35.55 

4.62 

4.22 

2.6 

263.6 

45  »ING  Group/insurance 

33,236 

1,650 

246,986 

24,137 

82.49 

5.98 

2.42 

3.0 

52.1 

68  •ABN-Amro  Holding/banking 

26,533 

1,629 

340,642 

17,413 

55.27 

4.79 

4.82 

3.8 

63.3 

83  •Fortis  Group/insurance 

22,619 

814 

161,121 

10,736' 

78.09 

5.98 

6.12 

3.2 

30.4 

115  •Ahold/retailing 

18,445 

285 

5,762 

6,696 

53.74 

2.33 

2.40 

1.0 

84.4 

169  «Akzo  Nobel  Group/chemicals 

13,383 

818 

11,583 

8,620 

121.27 

11.52 

10.94 

3.4 

70.1 

176  •Aegon  Insurance  Group/insurance 

13,066 

824 

93,868 

12,595 

47.99 

3.14 

3.22 

2.9 

19.8 

199  •  Royal  PTT  Nederlands/telecomm 

11,929 

1,406 

18,014 

16,787 

36.26 

3.05 

3.15 

4.2 

90.3 

262  »KNP-BT/forest  products 

9,364 

293 

5,493 

2,535 

24.99 

2.68 

2.98 

4.1 

28.6 

318     Schlumberger/energy  equip 

7,622 

649 

8,910 

20,259 

83.37 

2.69 

3.26 

1.8 

51.0 

339  «Vendex  Intl  Group/retailing 

7,041 

260 

2,783' 

2,537 

32.09 

3.09 

2.96 

2.7 

46.7 

391  •  DSM/chemicals 

6,117 

667 

6,263 

2,978 

102.90 

18.44 

15.45 

4.6 

17.8 

403  •KLM/airlines 

5,954 

342 

9,982 

3,252 

35.79 

3.66 

3.77 

3.3 

31.3 

429  ■  Heineken/bev  &  tobacco 

5,640 

414 

6,009 

11,400 

227.22 

8.25 

8.71 

0.9 

22.6 

477  •Reed  Elsevier/media 

5,059 

874 

8,523 

37,010s 

15.55 

0.62 

0.66 

2.2 

25.6 

480  "Royal  Hoogovens/metals-steel 

5,045 

316 

5,163 

1,226 

37.78 

9.79 

5.98 

4.7 

19.0 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  3!,  1996.  •Sponsored  ADR.  ■Non-sponsored. 'Figures  are  latest  available.  2Not  fully  consolidated.  5Combmed  market  value  for  Royal  Dutch  Petroleum 
and  Shell  Transport  &  Trading.  Price,  EPS  and  yield  are  only  for  Royal  Dutch  Petroleum.  'Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  Price,  EPS  and  yield  are  only  for  Unilever  NV. 
Combined  market  value  for  Fortis  AMEV  and  Fortis  AG.  Price,  EPS  and  yield  are  only  for  Fortis  AMEV.  Combined  market  value  for  Reed  and  Elsevier.  Price,  EPS  and  yield  are  only  for  Elsevier. 

Sources:  Morgan  Stanley  Capital  International  3rd  I8ES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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GoldStar 


.... 


LG  Electronics 

The  future  is  making  sense 


Sight.  The  most  vital  sense.  Eyes.  The  windows  to  the  soul.  They  reflect  pride, 
determination,  the  will  to  seek  perfection.  And  the  desire  to  be  the  best. 

Semiconductors  'Computers  '  Office  Automation  "Multimedia  *  Advanced  Audio/Visual  Equipment  *  Home  Appliances 


?m  mm 


SOUTH  KOREA 


Business  climate  '90  vs  '95 


6.1  6.1 


6.0  5.8 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


P/E  14  •  Yield  1.6%  •   Market  value  $172  billion  •   Year-to-date  price  change  -4% 


Country  statistics 

Population 

Gross  domestic  product 
GDP  per  capita 
Total  national  debt/GDP" 
R&D  expenditures/GDP 
Unemployment  rate 
Retail  sales  per  capita 

Largest  equity  fund 

Korea  Fund 

'Annualized. 


44.5  million 
$379.6  billion 
$8.5  thousand 
6.7% 
2.1% 
2.4% 

$1.7  thousand 

  Total  return   

YTD       1-yr  5-yr* 

3.3%     14.2%  18.7% 


Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum: 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


199E 
Rank 

Company/business 

Revenue 
($mil) 

Net 
income 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Stock 
price 
($) 

EP 

1995 
($) 

S  

1996E 
($) 

Yield 

(%) 

Employees 
(thou) 

74 

•  Samsung/trading 

24,964 

27 

6,825 

1,634 

25.64 

1.03 

0.74 

2.5 

9.7 

79 

Hyundai/trading 

23,274 

7 

1,389 

207 

27.92 

1.09 

2.28 

2.0 

0.7 

92 

•  Samsung  Electronics/electronic  comp 

20,991 

3,248 

17,506 

10,173 

87.58 

36.46 

26.26 

1.1 

71.4 

102 

Daewoo/trading 

19,480 

78 

11,285 

1,278 

11.30 

0.69 

0.72 

4.5 

12.9 

164 

•  Hyundai  Motor/automobiles 

13,757 

193 

10,225 

2,592 

42.27 

4.42 

4.92 

1.8 

45.1 

173 

LG  International/trading 

13,218 

18 

1,613 

376 

14.09 

0.83 

0.81 

3.6 

3.7 

177 

•  Korea  Electric  Power/utilities 

12,984 

1,180 

35,065 

23,948 

38.33 

1.91 

2.50 

1.7 

30.8 

201 

•  Yukong/energy 

11,805 

131 

12,140 

1,962 

31.10 

2.26 

2.05 

2.4 

6.0 2 

218 

•  Pohang  Iron  and  Steel/metals-steel 

11,206 

1,230 

18,995 

6,460 

68.80 

13.41 

8.40 

1.8 

20.2 

290 

LG  Electronics2/electronic  comp 

8,547 

103 

7,759 

2,947 

27.54 

1.15 

1.73 

1.4 

35.1 

301 

Hyundai  Eng  &  Const/construction 

8,183 

257 

11,618 

2,613 

50.52 

5.58 

0.92 

0.2 

18.9 

325 

•  Kia  Motors/automobiles 

7,375 

15 

8,134 

1,555 

20.56 

0.20 

0.26 

0.0 

29.6 

345 

Hyundai  Motor  Service/automobiles 

6,873 

42 

4,287 

622 

41.38 

3.24 

3.50 

1.8 

14.5 

349 

Ssangyong/multi-industry 

6,800 

6 

533 

95 

11.68 

0.74 

1.06 

5.4 

1.0 

467 

Sunkyong/tradlng 

5,246 

12 

1,230 

503 

23.48 

0.72 

0.74 

0.5 

1.2 

P/E  14   •  Yield  3.5%  •  Market  value  $156  billion  •  Year-to-date  price  change  8% 


Business  climate  '90  vs  '95 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  condition:,  are  optimum. 


Country  statistics 

Population 

39.1  million 

Gross  domestic  product 

$482.8  billion 

GDP  per  capita 

$12.4  thousand 

Total  national  debt/GDP 

40.3% 

R&D  expenditures/GDP 

0.9% 

Unemployment  rate 

22.9% 

Retail  sales  per  capita 

$2.5  thousand 

 Total  return  

Largest  equity  fund 

YTD       1-yr  5-yr* 

Growth  Fund  of  Spain 

4.6%     13.0%     5.7%  . 

"Annualized. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Services:  Morgan  Stanley  Capital  International. 


All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March  fiscal  year-ends,  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  2Not  fully  consolidated. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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1995    Company/business  Revenue         Net  Assets         Market       Stock   EPS  Yield  Employees 

Rank  ($mil)         income         ($mil)         value        price     1995     1996E     (%)  (thou) 

'  ($mil)  ($mil)        ($)       ($)  ($) 


SPAIN 


152 

•  Repsol/energy 

14,586 

944 

13,742 

10.291 

34.30 

3.15 

3.44 

3.9 

18.9 

160 

•  Telefonica/telecomm 

13,959 

1,068 

39,686 

16,919 

18.01 

1.14 

1.26 

3.3 

99.2 

175 

•  Banco  Santander/banking 

13,084 

605 

135,614 

7,309 

45.76 

3.79 

4.13 

4.8 

39.9 

212 

•  Banco  Bilbao  Vizcaya/banking 

11,327 

674 

116,426 

8,524 

37.93 

3.00 

3.31 

4.1 

34.2 

281 

•  Banco  Central  Hispanoamer/banking 

8,770 

100 

92,389 

3,301 

20.15 

0.61 

1.51 

2.9 

30.5 

291 

Argentaria/banking 

8,538 

595 

109,474 

5,274 

42.02 

4.74 

4.94 

5.0 

16.7 

337 

•  Endesa  Group/utilities 

7,089 

1,202 

15,707' 

16,115 

61.98 

4.62 

5.07 

2.3 

16.3 

363 

Iberdrola/utilities 

6,490 

682 

23,894' 

9,447 

10.17 

0.73 

0.82 

5.0 

14.7 

375 

Cepsa-Cia  Espanola  de  Pet/energy 

6,332 

175 

4,164 

2,722 

30.52 

1.97 

2.27 

3.1 

8.8 

P/E  13  •  Yield  2.0%  •  Market  value  $190  billion  •  Year-to-date  price  change  13% 


Business  climate  '90  vs  '95 

8.0 


4.1  4.0 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  ot  10  means  conditions  are  optimum. 


Country  statistics 

Population 

8.7  million 

Gross  domestic  product 

$196.6  billion 

GDP  per  capita 

$22.5  thousand 

Total  national  debt/GDP 

57.2% 

R&D  expenditures/GDP 

3.1% 

Unemployment  rate 

7.5% 

Retail  sales  per  capita 

$3.3  thousand 

 Total  return  

Largest  equity  fund 

YTD       1-yr  5-yr* 

12.2%  26.2% 


NA 


Wright  EquiFund-Nordic 

'Annualized.  NA:  Not  applicable. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS— 

Yield 

Employees 

Rank 

($mil) 

income 

C$mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

44  •  ABB  Group/elec  &  electron 

33,667 

1,312 

32,062 

20,531  9 

101.49 

7.00 

7.46 

2.3 

209.6 

76  •Volvo  Group/automobiles 

24,044 

1,298 

20,831 

8,609 

18.55 

2.83 

1.83 

3.2 

80.4 

136  •Electrolux  Group/appliances 

16,234 

385 

12,489 

3,727 

50.89 

5.26 

5.61 

3.6 

112.3 

163  •  LM  Ericsson/elec  &  electron 

13,848 

762 

13,642 

21,383 

22.33 

0.83 

1.04 

1.2 

84.5 

272  «SCA-Svenska  Cellulosa/forest  products 

9,157 

486 

10,232 

3,851 

19.51 

2.46 

2.17 

3.6 

34.9 

304     Stora  Group/forest  products 

8,006 

752 

9,252 

4,260 

13.28 

2.34 

1.56 

4.2 

25.6 

312     Skandia  Insurance/insurance 

7,733 

71 

26,567 

2,604 

25.45 

0.69 

2.03 

1.2 

10.0 

411     Svenska  Handelsbanken/banking 

5,834 

593 

71,538 

4,112 

19.83 

2.50 

2.46 

2.8 

7.4 

428     Skandinaviska  Enskilda  Bk/banking 

5,658 

355 

65,900 

4,144 

7.86 

0.67 

0.89 

2.8 

9.7 

456  Skanska/construction 

5,383 

242 

6,264 

4,092 

32.49 

1.93 

2.02 

2.3 

32.7 

473  •SKF  Group/industrial  comp 

5,145 

284 

4,956 

2,502 

22.40 

2.52 

2.55 

3.5 

42.6 

483  •Astra/personal  care 

5,019 

1,229 

6,566 

28,046 

45.03 

1.99 

2.37 

1.0 

17.0 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are 
converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March 
fiscal  year-ends,  1995  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  'Figures  are  latest  available.  'Combined  market  value  for  ABB  AB 
and  ABB  AG.  Price,  EPS  and  yield  are  only  for  ABB  AB. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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SWITZERLAND 


Business  climate  '90  vs  '95 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  conditions  are  optimum. 


P/E  20  •   Yield  1.6%  •  Market  value  $368  billion  •  Year-to-date  price  change  -1% 


Country  statistics 

Population 

7.0  million  • 

Gross  domestic  product 

»^bU.D  billion 

PHP  nor  ranita 

uU"  per  Ldpiuz 

'til  O  thniie^n/H 

Total  national  deDt/GDP 

20.2% 

R&D  expenditures/GDP 

2.7% 

Unemployment  rate 

4.2% 

Retail  sales  per  capita 

$7.7  thousand 

  Total  return   

Largest  equity  fund 

YTD       1-yr  5-yr* 

Swiss  Helvetia  Fund 

-0.5%    15.6%  17.0% 

'Annualized. 

Sources:  The  World  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Sen/ices;  Morgan  Stanley  Capital  International. 


Francs  per  $U.S. 

1.6  rH^M^ 


'91  '92     '93     '94     '95  '96 


1995  Company/business 
Rank 

Revenue 
($mil) 

Net 
income 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Stock 
price 
($) 

EF 

1995 

($) 

•S 
1996E 

($) 

Yield 

(%) 

Employees 
(thou) 

24  •Nestle/food,  household 

47,767 

2,468 

38,471 

44,148 

1,128.45 

62.92 

66.43 

1.9 

220.2 

44  »ABB  Group/elec  &  electron 

33,667 

1,312 

32,062 

20,531'° 

1,197.28 

76.28 

76.19 

2.0 

209.6 

75  »CS  Holding  Group/banking 

24,788 

1,185 

358,734 

16,304 

86.44 

6.43 

6.96 

3.7 

34.2 

77     Zurich  Insurance  Group/insurance 

23,994 

739 

83,317 

12,018 

264.11 

16.24 

17.05 

1.8 

36.5 

90     Winterthur  Group/insurance 

21,224 

355 

70,610 

5,187 

589.84 

40.31 

42.58 

2.6 

26.7 

114  •Union  Bank  of  Switzerland/banking 

18,496 

1,415 

336,188 

24,382 

937.98 

55.17 

58.42 

2.7 

29.1 

123  •Ciba-Geigy  Group/chemicals 

17,505 

1,823 

26,484 

31,932 

1,098.84 

63.76 

65.63 

1.5 

84.1 

154  •  Swiss  Bank/banking 

14,400 

891 

250,565 

14,117 

178.07 

11.72 

13.05 

3.6 

25.2 

179  •Sandoz  Group/personal  care 

12,892 

1,742 

17,747 

39,348 

1,042.02 

46.01 

49.30 

1.2 

49.9 

189  •Roche  Group/personal  care 

12,450 

2,852 

30,912 

73,477 

12,184.87 

330.60 

370.79 

0.4 

50.5 

239     Swiss  Re  Group/insurance 

10,418' 

681 1 

32,405' 

13,595 

966.79 

65.85 

68.19 

1.2 

7.4 

335     Baloise  Group/insurance 

7,098 

136 

30,550 

2,353 

2,168.87 

132.77 

132.69 

1.7 

9.1 

341  •Holderbank/bldg  materials 

6,994 

392 

12,559 

5,471 

768.31 

63.17 

60.10 

1.8 

43.9 

373     Alusuisse-Lonza  Holding/multi-industry 

6,334 

324 

5,344 

4,805 

782.71 

53.22 

58.34 

1.9 

25.8 

399  •Cie  Financiere  Richemont/multi-industry 

5,991 1 

435 1 

8,513' 

8,525 

1,484.59 

0.80  E 

0.92 

0.7 

24.9 

406     Swissair  Group/airlines 

5,931 

-124 

8,701 

2,276 

988.40 

-53.98 

35.13 

0.0 

32.7 

493     Sulzer  Group/machinery  &  eng 

4,854 

78 

5,728 

2,148 

636.26 

22.50 

40.98 

1.5 

27.6 

UNITED  KINGDOM 


Business  climate  '90  vs  '95 

7.5 


Trade  State  Personal  Fiscal 
policies  interference    taxes  policies 

A  score  of  10  means  condition?  are  ootimum. 


P/E  14   •  Yield  4.1%  •  Market  value  $1.4  trillion   •  Year-to-date  price  change  2% 


Country  statistics 

Population 

58.4  million 

Gross  domestic  product 

$1,024.7  billion 

GDP  per  capita 

$17.6  thousand 

Total  national  debt/GDP 

34.1% 

R&D  expenditures/GDP 

2.1% 

Unemployment  rate 

8.2% 

Retail  sales  per  capita 

$5.2  thousand 

  Total  return  

Largest  equity  fund 

YTD       1-yr  5-yr* 

United  Kingdom  Fund 

9.1%     19.4%  11.5% 

'Annualized. 

Sources:  The  Wo'ld  Competitiveness  Report  of  the  World  Economic  Forum; 
Upper  Analytical  Services;  Morgan  Stanley  Capital  International. 


All  figures  except  per-share  items  are  m  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are 
converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March 
fiscal  year-ends,  1995  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  Figures  are  latest  available.    Combined  market  value  for  ABB  AB 

and  ABB  AG.  Price,  EPS  and  yield  are  only  'or  ABB  AG.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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NEW 

PROCOM  M 
PLUS  O 


Some  people  are  more  connected 
than  others. 


They  cruise  the  Net.  They  download  files.  They  fax  on-line.  And  now  the  truly  connected  will  do  all  this  and  more  from  one  single  software 
program,  new  PROCOMM  PLUS*  3.0  for  Windows?  V  New  to  the  world  is  our  Connection  Directory,  the  single  source  for  all  your  data,  fax,  voice 
numbers,  email,  Web,  Telnet,  FTP  and  news  entries.  Just  click  on  a  directory  entry  and  PROCOMM  PLUS  makes  the  connection.  Whether  you 
are  just  getting  started  or  an  expert,  the  PROCOMM  PLUS  "Web  Zeppelin-"  browser  is  the  new  way  to  cruise  the  World  Wide  Web.  Our  internet  access 
automatically  helps  you  set  up  an  account  with  a  national  service  provider-or  connects  to  your  current  provider.  ^  New  generation  fax  comes 
with  an  all  new  Fax  Manager,  OCR  and  annotation  tools.  (Ill is  is  very  cool.)  And  data  communications  includes  36  terminal 
emulations,  all  the  most  popular  file  transfer  protocols,  new  RIPscrip  emulation  and  a  QWK  Mail  editor  to  manage  electronic  mail 
messages  off-line.  ^  New  PROCOMM  PLUS  3.0  connects  your  connections.  It's  that  simple.  So  call  us  at  I.800.WW36I 
or  check  us  out  at  www.datastornuom 


VERY  CONNECTED" 


product  Minfs  art  ludrarh  oi  ;*<]\\\nd  irademarlii  of  thru  r^ppdivp  holdm       DATASTORM  All  ngfili  mtmi 


Internet  •  Fax  •  Data 


1995    Company/business  (; 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

UNITED  KINGDOM 

7  •Royal  Pvtth/Shell  Group/energy 

109,853 

6,906 

117,746 

128,665" 

14.23 

0.76 

0.82 

4.6 

104.0 

17  •Briti-:!i  Petroleum/energy 

56,992 

1,771 

50,146 

48,244 

8.61 

0.32 

0.62 

3.4 

58.2 

23  •Unilever/food,  household 

49,638 

2,320 

30,036 

36,986 12 

18.61 

1.25 

1.36 

3.1 

308.0 

67  »HSBC  Group/banking 

26,682 

3,886 

351,569 

40,050 

15.24 

1.48 

1.54 

4.1 

101.1 

78  ©National  Westminster  Bank/banking 

23,533 

1,916 

260,822 

17,119 

9.66 

1.07 

1.05 

5.1 

81.8 

80  •  Barclays/banking 

23,202 

2,153 

261,681 

18,451 

11.64 

1.32 

1.30 

4.4 

92.4 

84  *  British  Telecom/telecom  m 

22,618 

3,109 

35,902 

34,319 

5.50 

0.50 

0.51 

6.2 

135.2 

89  •Prudential/insurance 

21,407 

1,196 

107,478' 

12,667 

6.65 

0.63 

0.42 

4.7 

22.9 

99  «J  Sainsbury/retailing 

19,770 

764 

10,302 

11,261 

6.14 

0.42 

0.45 

3.8 

95.5 

103  •B.  A.  T  Industries/multi-industry 

19,450 

2,323 

70,096 

24,790 

8.03 

0.75 

0.79 

5.3 

84.0 

107  •Tesco/retailing 

19,009 

732 

9,529 

10,055 

4.67 

0.35 

0.37 

4.0 

84.9 

112     Lloyds  TSB  Group/banking 

18,653 

1,517 

229,473 

25,070 

4.85 

0.30 

0.45 

4.8 

87.0 

122     Commercial  Union/insurance 

17,672 

701 

87,273 

6,311 

9.38 

1.02 

0.74 

5.8 

25.3 

137  •Imperial  Chemical  Inds/chemicals 

16,209 

844 

14,682 

9,577 

13.21 

1.17 

1.23 

4.5 

64.8 

157  •BTR/multi-industry 

14,222 

1,515 

15,322 

17,294 

4.36 

0.41 

0.38 

6.4 

125.1 

165  •British  Gas/utilities 

13,576 

803 

26,981 

12,923 

2.95 

0.18 

0.35 

9.5 

55.4 

192  •British  Airways/airlines 

12,150 

741 

15,316 

8,341 

8.68 

0.77 

0.74 

2.9 

55.3 

195  •Glaxo  Wellcome/personal  care 

12,056 

2,687 

13,239 

45,713 

13.04 

0.79 

0.88 

5.2 

52.4 

209  •Hanson/multi-industry 

11,382 

1,608 

37,340 

14,957 

2.88 

0.31 

0.30 

8.1 

65.0 

213     General  Accident/insurance 

11,302 

636 

30,599 

4,947 

10.31 

1.05 

0.86 

5.9 

25.0 

214  •  Marks  &  Spencer/retailing 

11,287 

1,022 

9,204' 

20,067 

7.16 

0.38 

0.42 

2.8 

45.5 

215  ©Grand  Metropolitan/food,  household 

11,287 

952 

17,606 

14,224 

6.75 

0.46 

0.49 

4.4 

66.0 

223  •  Abbey  National/banking 

11,074 

1,078 

159,844 

11,302 

8.56 

0.82 

0.88 

4.9 

19.7 

224  •SmithKline  Beecham/personal  care 

11,067 

1,531 

12,637 

28,040 

10.19 

0.57 

0.59 

2.6 

52.4 

240  •Peninsular  &  Oriental/shipping 

10,372 

373 

11,248 

4,906 

8.11 

0.60 

0.60 

7.3 

66.9 

244     Sun  Alliance  Group/insurance 

10,318 

635 

46,180 

5,020 

6.16 

0.76 

0.50 

5.5 

24.2 

251  Inchcape/trading 

9,825 

-69 

5,905 

2,505 

4.75 

-0.13 

0.28 

4.2 

36.8 

255     Argyll  Group/retailing 

9,503 

471 

5,385 

6,237 

5.49 

0.41 

0.42 

4.5 

48.0 

273  "General  Electric/elec  &  electron 

9,088  1 

877' 

10,183' 

15,866 

5.77 

0.35  E 

0.38 

3.8 

82.3 

274     British  Aerospace/aero  &  defense 

9,062 

218 

11,850 

5,859 

13.77 

0.77 

0.97 

1.8 

45.2 

282  •  Legal  &  General  Group/insurance 

8,741 

308 

58,982 

5,400 

10.95 

0.63 

0.58 

4.4 

8.0 

287  •Cable  &  Wireless/telecomm 

8,638 

950 

13,759 

15,135 

6.87 

0.43 

0.45 

2.5 

39.6 

296  •Kingfisher/retailing 

8,316 

363 

4,947 

6,323 

9.44 

0.54 

0.54 

3.3 

43.6 

298     ASDA  Group/retailing 

8,276 

280 

4,583 

5,272 

1.81 

0.11  E 

0.13 

2.6 

36.2 

302     Royal  Insurance  Holdings/insurance 

8,173 

619 

35,884 

4,332 

6.56 

0.95 

0.65 

4.7 

21.0 

305  •Thorn  Emi/leisure  goods 

7,915 

352 

5,242' 

11,950 

27.82 

0.82 

1.26 

2.6 

33.5 

311  ■  Associated  British  Food/food,  household 

7,755 

396 

5,340 

5,287 

5.88 

0.44 

0.46 

2.1 

43.7 

313  •Zeneca  Group/personal  care 

7,731 

530 

7,894 

20,123 

21.26 

0.56 

1.08 

2.8 

31.4 

315     Guardian  Royal  Exchange/insurance 

7,704 

1,072 

28,612 

3,719 

4.14 

1.22 

0.31 

4.1 

13.8 

315  •RTZ-CRA/metals-nonfer 

7,704 

1,286 

15,748 

21,983 13 

15.58 

0.92 

1.11 

3.4 

51.5 

319     Dalgety/food,  household 

7,608 

81 

2,393 

1,664 

5.78 

0.32 

0.34 

7.5 

17.9 

321  •Cadbury  Schweppes/food,  household 

7,539 

488 

7,122 

7,435 

7.49 

0.49 

0.54 

4.1 

41.8 

324  •British  Steel/metals-steel 

7,441 1 

728 1 

10,055' 

5,320 

2.64 

0.55E 

0.43 

5.3 

40.0 

327  •Allied  Domecq/bev  &  tobacco 

7,341 

371 

9,948 

7,763 

7.50 

0.36 

0.55 

6.1 

71.8 

330  •Royal  Bank  of  Scotland/banking 

7,189 

631 

80,650 

6,515 

8.09 

0.70 

0.73 

3.8 

25.9 

333  ©Tate  &  Lyle  Group/food,  household 

7,146 

314 

4,712 

2,804 

7.06 

0.79 

0.65 

4.4 

17.7 

355  •Booker/multi-industry 

6,666 

81 

2,012 

1,368 

6.06 

0.36 

0.49 

7.4 

21.6 

359  •Cordiant/services 

6,586 

-59 

1,539 

852 

1.89  ' 

-0.20 

0.07 

0.0 

10.6 

362     RMC  Group/bldg  materials 

6,497 

274 

5,546 

3,873 

15.60 

1.29 

1.23 

3.1 

30.0 

368     BICC  Group/industrial  comp 

6,413 

-183 

3,844' 

1,784 

5.04 

-0.59 

0.26 

4.9 

34.1 

372  •Bass/leisure 

6,335 

602 

10,385 

11,087 

12.62 

0.69 

0.73 

3.4 

76.9 

377  ■  Boots/retailing 

6,279 

533 

5,323 

8,979 

9.44 

0.56 

0.59 

3.4 

80.9 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at  fiscal 
year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January.  February  or  March  fiscal  year-ends.  1995  figures  are  used 
unless  noted.  Market  value  is  as  of  May  31,  1996.  •Sponsored  ADR.  ■Non-sponsored.  'Figures  are  latest  available.  "Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  & 
Trading.  Price,  EPS  and  yield  are  only  for  Shell  Transport  &  Trading.  12Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  Price,  EPS  and  yield  are  only  for  Unilever  Pic.  ;3Combined  market 
value  for  RTZ  and  CRA.  Price,  EPS  and  yield  are  only  for  RTZ.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International.  Inc.  via  OneSource  Information  Services;  Bloomberg  Financial  Markets;  Forbes. 
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Staying  at  The  Ritz -Carlton  isn't  a  sign 
of  success.  Its  a  means  to  success. 


On  the  road  to  success,  there 
isn 't  a  more  productive  place  to  stay 
than  The  Ritz-Carlton.  Or  a  more 
resourceful  staff.  Whatever  services 
you  require,  from  one-hour  delivery 
of  a  pressed  suit  to  24-hour  business 
centers,  we'll  provide.  Personally. 

Call  your  travel  professional  or 
The  Rilz-Carllon  at  800-211-3333 


for  reservations  and  information. 
And  we'll  move  you  further  along 
the  road  to  success. 

We  also  offer  AT&T  In-room 
Long  Distance  Service  at  most 
locations        1    ~  _. 

EES  AWT 

for  your  — -  YourTrue Choice 

AT&T  Calling  Card,  AT&T  Universal 
Card  and  operator-assisted  calls. 


The  Ritz-Carlton* 


Atlanta  ■  Barcelona  ■  Boston  •  Buckhead  ■ 
Philadelphia  ■  Phoenix  •  San  Francisco 


Cleveland  •  Dearborn  ■  Double  Bay  •  Hong  Kong  ■  Houston  ■  Huntington  Hotel  -  Kansas  Citu  ■ 
•  Seoul  •  Singapore  •  Si  Louis  ■  Sydney  ■  Tysons  Corner  ■  Washington,  D  C  ■  1996   Bali  •  1997 


Ulanna  Del  Reu  ■  Tleu}  ijork  ■  Pentagon  Citu 
Jakarta,  Kuala  Lumpur.  Osaka  ■  1998  Toku 


mm  muM 
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1995    Company/business.  J 

Revenue 

Net 

Assets 

Market 

Stock 

 EPS- 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995  1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 
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9 

u.uo 
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A  9 

A'K  1 

412  ©Tomkins/mu!ti-industry 

5,834 

326 

3,546 

4,682 

3.95 

0.29E 

0.32 

4.3 

46.1 

423  ®  Rclis-Royce/aero  &  defense 

5,678 

224 

5,665 

5,077 

3.47 

0.16 

0.19 

2.7 

43.2 

430  "BOC  Group/chemicals 

5,616 

395 

6,892 

6,938 

14.42 

0.82 

0.90 

3.6 

39.7 

438     Standard  Chartered  Group/banking 

5,525 

713 

60,348 

9,676 

9.94 

0.73 

0.81 

2.2 

27.0 

442  •Guinness/bev  &  tobacco 

5,503 

939 

12,777 

13,879 

7.21 

0.46 

0.52 

4.0 

22.5 

477  »Reed  Elsevier/media 

5,059 

874 

8,523 

37,010 14 

17.29 

0.82 

0.88 

2.8 

25.6 

478     De  Beers  Centenary/misc  materials 

5,057 

983 

10,221 

12,374 

32.55 

2.58 

2.73 

0.7 

9.0 

498     Kwik  Save  Group/retailing 

4,743 

127 

1,354 

1,087 

6.99 

0.82 

0.67 

5.5 

15.9 

THE  REST  OF  THE  WORLD 


1995  Company/business 

Revenue 

Net 

Assets 

Market 

Stock 

EPS 

Yield 

Employees 

Rank 

($mil) 

income 

($mil) 

value 

price 

1995 

1996E 

(%) 

(thou) 

($mil) 

($mil) 

($) 

($) 

($) 

ARGENTINA 

A  ft  R  AVPC/onorrrw 

A 

4,  J  J  J 

R99 

Q  1  37 

y,  io/ 

7  77^ 

99  fn 

C.LJ 

l.OJ 

J.D 

Q  3 
9,0 

AUSTRIA 

404  •OMV  Group/energy 

5,950  1 

54' 

5,722' 

2,785 

103.13 

6.35 

6.30 

1.8 

10.4 

490  Creditanstalt/banking 

4,898 

207 

63,921 

2,874 

70.33 

5.16 

5.12 

1.3 

9.7 

FINLAND 

184     UPM-Kymmene/forest  products 

12,535 

431 

15,282 

5,152 

19.27 

4.60 

2.91 

5.0 

45.7 

247  Neste/energy 

9,924 

151 

7,668 

1,977 

20.07 

1.74 

1.91 

2.5 

8.8 

294  •Nokia/multi-industry 

8,430 

400 

7,517 

13,040 

43.53 

1.41 

2.73 

1.5 

31.9 

396     Kesko  Group/trading 

6,054 

148 

3,042 

1,149 

12.74 

1.20 

1.19 

3.2 

5.8 

HONG  KONG 

234  •  Jardine  Matheson  Holdings/multi-ind 

10,636 

420 

11,583 

5,635 

7.70 

0.72 

0.73 

3.2 

80.0 

344  •  Swire  Pacific/multi-industry 

6,937 

834 

17,895 

14,087 

8.89 

0.53 

0.58 

2.3 

37.0 

381  •  Dairy  Farm  International/retailing 

6,236 

149 

2,935 

1,450 

0.84 

0.08 

0.10 

7.1 

51.6 

466  •  First  Pacific/multi-industry 

5,250 

257 

7,191 

3,180 

1.38 

0.13 

0.09 

0.2 

35.7 

MEXICO 

229  •Grupo  Financiero  Bancomer/banking 

10,743 

84 

23,174 

2,249 

0.32 

0.02 

0.02 

0.0 

27.8 

361  "Telefonos  de  Mexico/telecom  m 

6,511 

1,450 

13,346 

17,489 

1.65 

0.15 

0.20 

2.4 

48.8  2 

NEW  ZEALAND 

460  •Fletcher  Challenge/forest  products 

5,319 

294 

8,877 

3.88915 

1.28 

0.11 

0.04 

3.2 

23.0 

NORWAY 

182  •  Norsk  Hydro/energy 

12,586 

1,129 

14,063 

10,904 

47.60 

4.93 

4.80 

1.9 

32.4 

SINGAPORE 

491     Singapore  Airlines/airlines 

4,885 

855 

9,371 

10,240 

10.29 

0.57 

0.63 

1.6 

26.3 

SOUTH  AFRICA 

300  ©So  African  Breweries/bev  &  tobacco 

8,189 

452 

5,283 

9,033 

30.48  ' 

1.54 

1.54 

1.9 

106.9 

370  •  Smith  (CG)/food.  household 

6,386 

168 

3,627 

2,707 

5.74 

0.38 

0.38 

2.0 

74.1 

427     AMIC-Anglo  American  Inds/multi-ind 

5,659 

445 

4,765' 

2,961 

43.39 

4.33 

4.54 

2.9 

NA 

TURKEY 

208     Koq  Group/multi-industry 

11,504 

425 

4,253 

1,285 

0.21 

0.01 

0.01 

0.0 

36.3 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars.  Revenue,  net  income  and  1995  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are 
converted  at  fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January,  February  or  March 
fiscal  year-ends,  1995  figures  are  used  unless  noted.  Market  value  is  as  of  May  31,  1996.  ^Sponsored  ADR.  ■Non-sponsored.  Figures  are  latest  available.  -Not  fully  consoli- 
dated. "Combined  market  value  for  Reec  and  Elsevier.  Price,  EPS  and  yield  are  only  for  Reed.  'Combined  market  value  for  Fletcher  Challenge  Forests.  Building,  Energy,  and 
Paper  Shares.  Price.  EPS  and  yield  ai e  only  for  Fletcher  Challenge  Forests.  E;  Estimated.  NA:  Not  available. 

Sources:  Morgan  Stanley  Capital  International  and  IBES  International,  Inc.  via  OneSource  Information  Services:  Bloomberg  Financial  Markets:  Forbes. 
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BLACK &VEATCH 

WORLDWI  D  E 

Telephone:  (1)913-339-2222 

Fax:  (1)  913-339-7677 
Internet  E-mail:  info@bv.com 
World  Wide  Web:  http://www.bv.com 


ENGINEERING  • 


CUREMENT  •  CONSTRUCTION 
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Where  to  find 
the  Forbes 


Foreign  500 


Company/country 


44 

223 


383 
176 

101 
348 
115 
288 
309 


ABB  Group/Switzerland,  Sweden 
Abbey  National/UK 
ABN-Amro  Holding/Netherlands 
Accor/France 

Aegon  Insurance  Group/Netherlands 

AGF-Assur  Generates  de  Fr/France 
AGIV/Germany 
Ahold/Netherlands 
Aisin  Seiki/Japan 
Ajinomoto/Japan 

Akzo  Nobel  Group/Netherlands 
Alcan  Aluminium/Canada 
Alcatel  Alsthom/France 
Alitalia  Group/Italy 
All  Nippon  Airways/Japan 

Allianz  Worldwide/Germany 
Allied  Domecq/UK 

Alusuisse-Lonza  Holding/Switzerland 
Amcor/Australia 
AMIC-Anglo  American  Inds/South  Africa  427 

Arbed/Belgium 
Argentaria/Spain 
Argyll  Group/UK 
Asahi  Bank/Japan 
Asahi  Breweries/Japan 

Asahi  Chemical  Ind/Japan 
Asahi  Glass/Japan 
ASDA  Group/UK 
ASK0  Group/Germany 
Associated  British  Foods/UK 


283 
291 
255 

191 

342 


183 
171 
298 
134 
311 


270, 269 
272 
266 
252 
266 

252 
256 
266 
262 
262 


248 
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272 
260 
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260 

260 
272 
254 
272 


Company/country 

Rank 

Page 

Astra/Sweden 
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269 

ANZ  Banking/Australia 
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AXA  Group/France 

b4 
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at 
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Baloise  Group/Switzerland 

335 

270 

Banca  Commerciale  Italian/Italy 

cm 

oec 

Banca  di  Roma/Italy 

one 

occ 
loo 

Banco  Bilbao  Vizcaya/Spain 

212 

269 

Banco  Bradesco  Group/Brazil 

ono 

ivi 

248 

Ranrn  Ppntral  Hknannampr/^nain 

DdMUU  UCIIUdl  nidllallUfllllBI / opdiii 

281 

L'JJ 

Banco  di  Napoli/ltaly 

382 

256 

Banco  do  Brasil/Brazil 

127 

248 

Banco  Itau  Group/Brazil 

365 

248 

Banco  Santander/Spain 

175 

269 

Bank  Bruxelles  Lambert/Belgium 

308 

248 

Bank  of  Montreal/Canada 

280 

250 

Bank  of  Nova  Scotia/Canada 

279 

250 

Bank  of  Tokyo-Mitsubishi/Japan 

18 

258 

Bank  of  Yokohama/Japan 

390 

264 

BNP  Group/France 

69 

252 

Barclays/UK 

80 

272 

BASF  Group/Germany 

49 

254 

Bass/UK 

372 

272 

Bayer  Group/Germany 

55 

254 

Bayerische  Hypotheken/Germany 

151 

254 

Bayer  Vereinsbank/Germany 

126 

254 

BCE/Canada 

118 

250 

BICC  Group/UK 

368 

272 

Bilfinger  &  Berger/Germany 

488 

256 

Company/country 

Rank 

Page 

BMW-Bayerische  Motor/Germany 

50 

254 

BOC  Group/UK 

Jt  1ft 

430 

07  1 

274 

Bombardier/Canada 

469 

OCft 

250 

Booker/UK 

355 

272 

Boots/UK 

177 

ill 

no 

272 

Bouygues  Group/France 

149 

252 

Bridgestone/Japan 

lift 

119 

260 

British  Aerospace/UK 

274 

272 

British  Airways/UK 

192 

070 

272 

British  Gas/UK 

ICC 

165 

070 

272 

Rritkh  Potrnlpiim/IIK 
dmumi  rcll UICUIII/Ur\ 

17 

i/ 

979 

LI  L 

British  Steel/UK 

324 

272 

British  Telecom/UK 

84 

272 

Broken  Hill  Proprietary/Australia 

174 

246 

BTR/UK 

157 

272 

Groupe  Bull/France 

459 

252 

Cable  &  Wireless/UK 

287 

272 

Cadbury  Schweppes/UK 

321 

272 

Canadian  Imperial  Bank/Canada 

253 

250 

Canadian  Pacific/Canada 

416 

250 

Canon/Japan 

81 

260 

Carrefour  Group/France 

62 

252 

Casino  Groupe/France 

181 

252 

Cepsa-Cia  Espahola  de  Pet/Spain 

375 

269 

Chichibu  Onoda  Cement/Japan 

461 

264 

Chori/Japan 

378 

264 

Chubu  Electric  Power/Japan 

93 

260 

Chugoku  Electric  Power/Japan 

238 

262 

Ciba-Geigy  Group/Switzerland 

123 

270 

Cockerill  Sambre/Belgium 

340 

248 

276 
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Company/country 

Rank 

Page 

Coles  Myer/Australia 

188 

246 

Commercial  Union/UK 

122 

272 

Commerzbank/Germany 

109 

254 

Commonwealth  Bank  Group/Australia 

398 

246 

Comptoirs  Modernes/France 

451 

252 

Continental  Group/Germany 

332 

256 

Cordiant/UK 

359 

272 

Cosmo  Oil/Japan 

138 

260 

Credit  Commercial/France 

353 

252 

Credit  Lyonnais  Group/France 

63 

252 

Creditanstalt/Austria 

490 

274 

Credito  Italiano/ltaly 

243 

256 

CS  Holding  Group/Switzerland 

75 

270 

Daewoo/South  Korea 

102 

268 

Dai  Nippon  Printing/Japan 

178 

260 

Dai-lchi  Kangyo  Bank/Japan 

58 

258 

Dai-Tokyo  Fire  &  Marine/Japan 

481 

266 

Daiei/Japan 

46 

258 

Daihatsu  Motor/Japan 

299 

262 

Daikyo/Japan 

464 

264 

Daimaru/Japan 

295 

262 

Daimler-Benz  Group/Germany 

11 

254 

Dainippon  Ink  &  Chems/Japan 

276 

262 

Dairy  Farm  International/Hong  Kong 

381 

274 

Daiwa  Bank/Japan 

211 

260 

Daiwa  House  Industry/Japan 

227 

262 

Daiwa  Securities/Japan 

445 

264 

Dalgety/UK 

319 

272 

Groupe  Danone/France 

139 

252 

DDI/Japan 

343 

262 

De  Beers  Centenary/UK 

478 

274 

Degussa/Germany 

258 

254 

Delhaize  Le  Lion  Group/Belgium 

186 

248 

Deutsche  Babcock  Group/Germany 

422 

256 

Deutsche  Bank  Group/Germany 

36 

254 

Deutsche  Lufthansa/Germany 

161 

254 

Christian  Dior/France 

387 

252 

Docks  de  France/France 

263 

252 

Dresdner  Bank/Germany 

91 

254 

DSM/Netherlands 

391 

266 

East  Japan  Railway/Japan 

70 

Ebara/Japan 

476 

266 

Eiffage/France 

360 

252 

Electrolux  Group/Sweden 

136 

269 

Eletrobras/Brazil 

409 

248 

Company/country 

Rank 

Page 

Elf  Annitainp  (irnun/Franrp 

32 

L.  JC 

Endesa  Group/Spain 

337 

269 

ENI/ltaly 

42 

256 

LM  Ericsson/Sweden 

163 

269 

Esso/France 

379 

252 

Fiat  Group/Italy 

26 

256 

Finmeccanica/ltaly 

322 

256 

First  Pacific/Hong  Kong 

466 

274 

Fletcher  Challenge/New  Zealand 

460 

274 

Fortis  Group/Netherlands,  Belgium 

83 

266, 248 

Fuji  Bank/Japan 

52 

258 

Fuji  Electric/Japan 

269 

262 

Fuji  Heavy  Inds/Japan 

219 

262 

Fuji  Photo  Film/Japan 

217 

262 

Fujita/Japan 

336 

262 

Fujitsu/Japan 

34 

258 

Furukawa  Electric/Japan 

351 

262 

Galeries  Lafayette/France 

419 

252 

GAN-Assur  Nationales/France 

54 

252 

Gehe/Germany 

170 

254 

General  Accident/UK 

213 

272 

General  Electric/UK 

273 

272 

General  Sekiyu  Group/Japan 

455 

264 

Generale  Bank  Group/Belgium 

230 

248 

Generale  de  Belgique/Belgium 

448 

248 

Generale  des  Eaux/France 

48 

252 

Generali  Group/Italy 

94 

256 

GIB  Group/Belgium 

310 

248 

Glaxo  Wellcome/UK 

195 

272 

Grand  Metropolitan/UK 

215 

272 

Grupo  Financiero  Bancomer/Mexico 

229 

274 

Guardian  Royal  Exchange/UK 

315 

272 

Guinness/UK 

442 

274 

Hanson/UK 

209 

272 

Hanwa/Japan 

394 

264 

Haseko/Japan 

474 

264 

Groupe  Havas/France 

277 

252 

Hazama/Japan 

421 

264 

Heineken/Netherlands 

429 

266 

Henkel  Group/Germany 

248 

254 

Hino  Motors/Japan 

im 

Hitachi/Japan 

9 

258 

Hitachi  Zosen/Japan 

440 

264 

Hoechst  Group/Germany 

40 

254 

Hokkaido  Electric  Power/Japan 

444 

264 

Company/country 

Rank 

Page 

497 

266 

Holderbank/Switzerland 

341 

270 

Philipp  Holzmann/Germany 

306 

256 

Honda  Motor/Japan 

29 

258 

Honshu  Paper/Japan 

499 

266 

HSBC  Group/UK 

67 

272 

Hyundai/South  Korea 

79 

268 

Hyundai  Eng  &  Const/South  Korea 

301 

268 

Hyundai  Motor/South  Korea 

164 

268 

Hyundai  Motor  Service/South  Korea 

345 

268 

Ihprrirnla/^nain 

IUC1  UI  Uld/OLJal(l 

?fi9 

L  U  J 

Imasco/Canada 

376 

250 

Imperial  Chemical  Inds/UK 

137 

272 

Imperial  Oil/Canada 

405 

250 

Inchcape/UK 

251 

272 

Indl  Bank  of  Japan/Japan 

35 

258 

ING  Group/Netherlands 

45 

266 

Isetan/Japan 

408 

264 

Ishikawajima-Harima/Japan 

245 

262 

Isuzu  Motors/Japan 

111 

260 

nu  I vnQUVI Japan 

57 

J/ 

258 

Itochu/Japan 

3 

258 

Itoham  Foods/Japan 

486 

266 

Iwatani  International/Japan 

432 

264 

Japan  Air  Lines/Japan 

166 

260 

Japan  Energy/Japan 

104 

260 

Japan  Tobacco/Japan 

124 

260 

Jardine  Matheson  Holdings/Hong  Kong 

234 

274 

Jusco/Japan 

87 

260 

Kajima/Japan 

116 

260 

Kanripnkn/lanan 

ndllUCIinu/JoUdll 

458 

264 

Kanebo/Japan 

388 

264 

Kanematsu/Japan 

22 

258 

Kansai  Electric  Power/Japan 

73 

260 

Kao/Japan 

285 

262 

Karstadt  Group/Germany 

132 

254 

Kaufhof/Germany 

148 

254 

Kawasaki  Heavy  Inds/Japan 

216 

262 

Kawasaki  Steel/Japan 

193 

260 

Kawasho/Japan 

168 

260 

Kesko  Group/Finland 

one 

396 

2/4 

Kia  Motors/South  Korea 

325 

268 

Kinden/Japan 

413 

264 

Kingfisher/UK 

296 

272 

Kinki  Nippon  Railway/Japan 

266 

262 
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Company/country 

m 

Page 

Kirin  Brewery/Japan 

260 

262 

KLM/Netheriands 

403 

266 

KNP-BT/Netherlaiub 

262 

266 

Kobe  Steei/J?pon 

143 

260 

K09  Group/Turkey 

208 

274 

Komatsu/Japan 

241 

262 

Konica/Japan 

468 

264 

Korea  Electric  Power/South  Korea 

177 

ICO 

268 

Kredietbank/Belgium 

314 

248 

Krupp  Hoesch  Group/Germany 

133 

254 

Kubota/Japan 

222 

262 

Kumagai  Gumi/Japan 

264 

262 

u      ■!                _    ft  (III/ 

Kwik  Save  Group/UK 

498 

274 

Kyocera/Japan 

352 

262 

Kyushu  Electric  Power/Japan 

159 

260 

L  Aire  Liquide  Group/France 

366 

252 

L'Oreal  Group/France 

232 

252 

Ladbroke  Group/UK 

407 

274 

Lafarge/France 

356 

252 

Lagardere  Groupe/France 

236 

252 

Legal  &  General  Group/UK 

282 

272 

LG  Electronics/South  Korea 

290 

268 

LG  International/South  Korea 

173 

268 

Linde/Germany 

418 

256 

1  I.,Ja  TPB  P      . .  /ill/ 

Lloyds  TSB  Group/UK 

112 

272 

Long-Term  Credit  Bank/Japan 

60 

258 

LVMH  Group/France 

401 

252 

Lyonnaise  des  Eaux-Dumez/France 

100 

252 

MAN  Group/Germany 

190 

254 

Maeda/Japan 

446 

264 

Mannesmann  Group/Germany 

85 

254 

Marks  &  Spencer/UK 

214 

272 

Marubeni/Japan 

5 

258 

Maruha/Japan 

250 

262 

Marui/Japan 

436 

264 

Matsushita  Electric  Indl/Japan 

12 

258 

Matsushita  Electric  Works/Japan 

198 

260 

Matsuzakaya/Japan 

447 

264 

Mazda  Motor/Japan 

106 

260 

Meiji  Milk  Products/Japan 

463 

264 

Metallgesellschaft/Germany 

194 

254 

Michelin  Group/France 

172 

252 

Misawa  Homes/Japan 

487 

266 

Mitsubishi  Chemical/Japan 

129 

260 

Mitsubishi/Japan 

1 

258 

Mitsubishi  Electric/Japan 

39 

258 

Company/country 

Rank 

Page 

Mitsubishi  Estate/Japan 

425 

264 

Mitsubishi  Heavy  Inds/Japan 

53 

258 

Mitsubishi  Materials/Japan 

on/i 

204 

ocn 

260 

Mitsubishi  Motors/Japan 

00 

38 

OCO 

258 

Mitsubishi  Oil/Japan 

one 

206 

ocn 

260 

Mitsubishi  Trust  &  Bank/Japan 

203 

260 

Mitsui  &  10/Japan 

o 

2 

OCO 

2b8 

Mitsui  Construction/Japan 

A  00 

482 

occ 

266 

Mitsui  Fudosan/Japan 

IOC 

lob 

ocn 
260 

Mitsui  Marine  &  Fire  Ins/Japan 

OOC 

32b 

OCO 

2b2 

Mitsui  O.S.K.  Lines/Japan 

347 

262 

Mitsui  Toatsu  Chemicals/Japan 

/1C7 

4b/ 

OC/1 

2b4 

Mitsui  Trust  &  Banking/Japan 

OOC 

23b 

OCO 

2b2 

Mitsukoshi/Japan 

231 

262 

Montedison  Group/Italy 

146 

256 

Miinchener  Riickversicherun/Germany 

86 

254 

Nagase  &  Co/Japan 

/MO 

44  i 

oc/i 
2b4 

Natl  Australia  Bank/Australia 

0C7 

25/ 

0/1  c 

246 

National  Power/UK 

385 

274 

national  Westminster  Bank/UK 

70 
16 

070 
III 

NEC/Japan 

28 

258 

Neste/Finland 

0/17 

24/ 

07/1 

2/4 

Nestle/Switzerland 

Z4 

07n 
2/U 

New  Oji  Paper/Japan 

OQO 
loj 

OCO 

lol 

News  Corp/Australia 

07C 

2/b 

0/1C 

Z4b 

Nichii/Japan 

121 

260 

Nichimen/Japan 

on 
ZU 

OCQ 

zbo 

Nichirei/Japan 

A  1  A 

414 

OC/I 

Zb4 

Nippon  Credit  Bank/Japan 

1  oc 

13b 

ocn 
ZbU 

Nippon  Express/Japan 

1  on 
1ZU 

ocn 
zbl) 

Nippon  Fire  &  Marine  Ins/Japan 

471 

264 

Nippon  Light  Metal/Japan 

000 

OC/l 

Zb4 

Nippon  Meat  Packers/Japan 

OQO 

293 

OCO 

2bz 

Nippon  Oil/Japan 

00 
00 

ocn 
2bU 

Nippon  Paper  Inds/Japan 

ooc 
22b 

OCO 

2b2 

Nippon  Steel/Japan 

56 

258 

Nippon  Suisan  Kaisha/Japan 

/1 00 

492 

occ 
2bb 

Nippon  lei  &  lei/Japan 

i  n 
It) 

OCO 

2bo 

Nippon  Yusen/Japan 

OCQ 

2bo 

OCO 

2b2 

Nippondenso/lapan 

i  cn 
lbU 

ocn 

2b0 

Nishimatsu  Construction/Japan 

323 

262 

Nissan  Motor/Japan 

14 

258 

Nissho  Iwai/lapan 

8 

258 

Nittetsu  Shoji/Japan 

237 

262 

NKK/Japan 

110 

260 

Company/country 

Rank 

Page 

Nokia/Finland 

294 

274 

Nomura  Securities/Japan 

292 

262 

Noranda/Canada 

393 

250 

Norsk  Hydro/Norway 

182 

274 

Obayashi/Japan 

156 

260 

Odakyu  Electric  Railway/Japan 

424 

264 

Oki  Electric  Industry/Japan 

357 

262 

Olivetti  Group/Italy 

397 

256 

Omron/Japan 

449 

264 

OMV  Group/Austria 

404 

07/1 

2/4 

Osaka  Gas/Japan 

331 

262 

Pacific  Dunlop/Australia 

a  cn 

450 

0/1C 

246 

Groupe  Paribas/France 

97 

252 

Pechiney/France 

1  AO 

142 

OCO 

252 

Peninsular  &  Oriental/UK 

o/in 
240 

070 
ill 

Penta-Ocean  Construction/lapan 

417 

264 

Petrobras-Petroleo  Brasil/Brazil 

125 

248 

PetroFina/Belgium 

1  07 

18/ 

0/10 

24o 

Peugeot  Groupe/France 

/I  7 

4/ 

OCO 

252 

Philips  Group/Netherlands 

33 

266 

Pinault-Printemps-Redoute/France 

141 

252 

Pioneer  Electronic/Japan 

465 

264 

Pirelli  Group/Italy 

354 

256 

Pohang  Iron  and  Steel/south  Korea 

010 

218 

OCO 

2b8 

Preussag  Group/Germany 

117 

254 

Promodes  Group/France 

96 

252 

n,..-j„„t,,i  11/ 

Prudential/UK 

00 

89 

070 
ill 

Qantas  Airways/Australia 

452 

246 

n  i  pi  :  /in/   fti.ii  i  i. 

Reed  Elsevier/UK,  Netherlands 

477 

mi  ore 

274,  266 

Renault  Group/France 

07 

3/ 

OCO 

252 

Repsol/Spain 

152 

269 

Rhone-Poulenc  Group/France 

130 

252 

Cie  Financiere  Richemont/Switzerland 

inn 

399 

2/0 

Ricoh/Japan 

207 

260 

Dilri  ft  it  ||/ 

RMC  Group/UK 

362 

272 

Roche  Group/Switzerland 

189 

270 

Rolls-Royce/UK 

/100 

423 

07/1 

2/4 

Royal  Bank  of  Canada/Canada 

001 

221 

ocn 

250 

Royal  Bank  of  Scotland/UK 

330 

272 

Royal  Dutch/Shell/Netherlands,  UK 

7 

266, 272 

Royal  Hoogovens/Netherlands 

480 

266 

Royal  Insurance  Holdings/UK 

302 

272 

Royal  PTT  Nederlands/Netherlands 

199 

266 

RTZ-CRA/UK,  Australia 

315 

272, 246 

RWE  Group/Germany 

41 

254 

J  Sainsbury/UK 

99 

272 

278 
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When  the  Chilean  national  oil  company  wanted  to 
modernize  and  expand  its  major  refinery,  a  joint 
venture  called  Petropower  was  formed  with  Foster 
Wheeler,  an  international  engineering  and  construc- 
tion company.  As  Petropower's  financial  advisor,  UBS 
developed  an  innovative  plan  tailored  to  the  client's 
specific  needs,  which  provided  long-term  financing 
without  requiring  a  guarantee  from  the  sponsors. 


Pur  UBS 
team  constructed 
an  innovative 
financing  plan 
for  the  project. 


UBS'  project  finance  and  capital  markets  specialists 
structured,  lead  managed  and  sold  a  $162  million 
bond  issue  to  a  broad  range  of  U.S.  institutional 
investors.  The  issue  set  precedents  for  Latin  American 
project  finance  in  credit  strength,  maturity  and  low 
cost  to  the  issuer.  If  your  company  needs  advice  solv- 
ing complex  global  financing  challenges,  put  UBS 
on  your  team.  Call  Donald  Kyle  at  (212)  821-3309. 


Union  Bank 
of  Switzerland 


Union  Bank  of  Switzerland.  299  Park  Avenue.  New  York.  NY  10171  Telephone  (212)  8213000  Other  offices  in  North  Amenta:  Chicago.  Houston.  Los  Angeles,  San  Francisco,  Toronto.  Montreal  Any  reference 
to  UBS  within  the  U.S.  in  the  context  of  securities  trading,  sales  and  investment  banking  refers  to  UBS  Securities  LLC.  UBS  Securities  LLC:  is  a  wholly  owned  subsidiary  of  Union  Bank  of  Switzerland. 
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Company/country 

Rank 

Page 

Saint-Gobain/France 

158 

252 

Saint  Louis/France 

338 

252 

Sakura  Bank/Japan 

70 

258 

Samsung/South  Korea 

74 

268 

Samsung  Electronics/South  Korea 

92 

268 

Sandoz  Group/Switzerland 

179 

270 

Sankyo/Japan 

435 

264 

Sanpaolo  Group/Italy 

145 

256 

Sanwa  Bank/Japan 

43 

258 

Sanyo  Electric/Japan 

113 

260 

Sato  Kogyo/Japan 

384 

264 

SCA-Svenska  Cellulosa/Sweden 

272 

269 

Schlumberger/Netherlands 

318 

266 

Schneider/France 

200 

252 

Seagram/Canada 

278 

250 

Seibu  Railway/Japan 

437 

264 

Seiyu/Japan 

167 

260 

Sekisui  Chemical/Japan 

220 

262 

Sekisui  House/Japan 

162 

260 

Sharp/Japan 

128 

260 

Shikoku  Electric  Power/Japan 

434 

264 

Shimizu/Japan 

108 

260 

Shin-Etsu  Chemical/Japan 

402 

264 

Shinsho/Japan 

472 

264 

Shiseido/Japan 

415 

264 

Showa  Denko/Japan 

420 

264 

Siemens  Group/Germany 

16 

254 

Singapore  Airlines/Singapore 

491 

274 

Skandia  Insurance/Sweden 

312 

269 

Skandinaviska  Enskilda  Bk/Sweden 

428 

269 

Skanska/Sweden 

456 

269 

SKF  Group/Sweden 

473 

269 

Smith  (CGI/South  Africa 

370 

274 

SmithKline  Beecham/UK 

224 

272 

Snow  Brand  Milk  Prods/Japan 

197 

260 

Societe  Generate  Group/France 

71 

252 

Solvay  Group/Belgium 

267 

248 

Sony/Japan 

25 

258 

So  African  Breweries/South  Africa 

300 

274 

SPAR  Handels/Germany 

284 

256 

Ssangyong/South  Korea 

349 

268 

Standard  Chartered  Group/UK 

438 

274 

STET/ltaly 

82 

256 

Stora  Group/Sweden 

304 

269 

Suez  Group/France 

252 

Sulzer  Group/Switzerland 

270 

Company/country 

Rank 

Page 

Sumikin  Bussan/Japan 

228 

262 

Sumitomo  Bank/Japan 

59 

258" 

Sumitomo  Chemical/Japan 

249 

262 

Sumitomo/Japan 

4 

258 

Sumitomo  Electric  Inds/Japan 

196 

260 

Sumitomo  Forestry/Japan 

328 

262 

Sumitomo  Heavy  Inds/Japan 

470 

264 

Sumitomo  Marine  &  Fire/Japan 

358 

262 

Sumitomo  Metal  Inds/Japan 

147 

260 

Sumitomo  Metal  Mining/Japan 

462 

264 

Sumitomo  Rubber  Inds/Japan 

426 

264 

Sumitomo  Trust  &  Banking/Japan 

202 

260 

Sun  Alliance  Group/UK 

244 

272 

Sunkyong/Soutfi  Korea 

467 

268 

Suzuki  Motor/Japan 

155 

260 

Svenska  Handelsbanken/Sweden 

411 

269 

Swire  Pacific/Hong  Kong 

344 

274 

Swiss  Bank/Switzerland 

154 

270 

Swiss  Re  Group/Switzerland 

239 

270 

Swissair  Group/Switzerland 

406 

270 

Taisei/Japan 

98 

260 

Takashimaya/Japan 

180 

260 

Takeda  Chemical  Inds/Japan 

297 

262 

Tate  &  Lyle  Group/UK 

333 

272 

TDK/Japan 

431 

264 

Teijin/Japan 

367 

264 

Telebras/Brazil 

261 

248 

Telefonica/Spain 

160 

269 

Telefonos  de  Mexico/Mexico 

361 

274 

Tesco/UK 

107 

272 

Thomson  Corp/Canada 

329 

250 

Thomson  CSF/France 

334 

252 

Thorn  Emi/UK 

305 

272 

Thyssen  Group/Germany 

66 

254 

Toda/Japan 

364 

264 

Tohoku  Electric  Power/Japan 

153 

260 

Tokai  Bank/Japan 

95 

260 

Tokio  Marine  &  Fire  Ins/Japan 

144 

260 

Tokyo  Electric  Power/Japan 

21 

258 

Tokyo  Gas/Japan 

270 

262 

Tokyu/Japan 

500 

266 

Tokyu  Construction/Japan 

369 

264 

Tokyu  Oept  Store/Japan 

454 

264 

Tomen/Japan 

13 

258 

Tomkins/UK 

412 

274 

Tonen/Japan 

380 

264 

Company/country 

Rank 

Page 

Toppan  Printing/Japan 

210 

260 

Toray  Industries/Japan 

252 

262 

Toronto-Dominion  Bank/Canada 

374 

250 

Toshiba/Japan 

19 

258 

Toshoku/Japan 

286 

262 

Tostem  Corp/Japan 

433 

264 

Total  Group/France 

65 

252 

Toyo  Seikan  Kaisha/Japan 

307 

262 

Toyo  Trust  &  Banking/Japan 

484 

266 

Toyobo/Japan 

496 

266 

Toyoda  Automatic  Loom/Japan 

494 

266 

Toyota  Auto  Body/Japan 

439 

264 

Toyota  Motor/Japan 

6 

258 

Toyota  Tsusho/Japan 

131 

260 

Tractebel/Belgium 

226 

248 

TransCanada  PipeLines/Canada 

475 

250 

UAP-Union  des  Assurances/France 

30 

252 

UBE  Industries/Japan 

386 

264 

Unilever/Netherlands,  UK 

23 

266,272 

Union  Bank  of  Switzerland/Switzerland 

114 

270 

UNY/Japan 

254 

262 

UPM-Kymmene/Finland 

184 

274 

Groupe  Usinor  Sacilor/France 

140 

252 

Valeo/France 

479 

252 

VEBA  Group/Germany 

27 

254 

Vendex  Intl  Group/Netherlands 

339 

266 

VEW/Germany 

410 

256 

VIAG  Group/Germany 

61 

254 

Volkswagen  Group/Germany 

15 

254 

Volvo  Group/Sweden 

76 

269 

George  Weston/Canada 

259 

250 

Westpac  Banking  Group/Australia 

371 

246 

Winterthur  Group/Switzerland 

90 

270 

Wolseley/UK 

400 

274 

Woolworths/Australia 

256 

246 

Yamaha/Japan 

441 

264 

Yamaha  Motor/Japan 

320 

262 

Yamato  Transport/Japan 

350 

262 

Yamazaki  Baking/Japan 

346 

262 

Yasuda  Fire  &  Marine  Ins/Japan 

233 

262 

Yasuda  Trust  &  Banking/Japan 

242 

262 

YPF/Argentina 

485 

274 

Yuasa  Trading/Japan 

389 

264 

Yukong/South  Korea 

201 

268 

Zeneca  Group/UK 

313 

272 

Zurich  Insurance  Group/Switzerland 

77 

270 

280 
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/    *S  ^er  tw0  years  under  the        Plan,  the 
/  most  telling  indicator  of  Brazil's  financial 

health,  as  any  economist  will  agree,  is 
^^^V^till  inflation. 

By  that  measure  —  and  by  countless  others  — 
the  country  has  rebounded  from  Latin  America's 
most  stubborn  case  of  hyperinflation,  proving  that 
the  ambitious  changes  made  under  the  plan 
have  indeed  taken  hold.  The  stabilization 
plan,  under  the  direction  of  its  master- 
mind and  now  Brazil's  president, 
Fernando  Henrique  Cardoso,  is 
continuing  to  strengthen  the 
economy,  and  with  it,  business 
confidence. 

With  the  creation  of  a  new 
currency,  the  real,  Brazil  boldly 
set  out  on  a  successful 
crusade  against  the  wage  and 
price  chaos  that  had  turned 
routine  business  into  an 
ordeal.  As  a  result,  inflation, 
which  measured  758.77%  for 
the  first  six  months  of  1994, 
fell  to  an  encouraging  18.79% 
last  year.  But  the  best  is  yet  to 
come:  With  a  steadily  improving 
economy,  it's  likely  to  decline  even 
further  this  year,  independent  ana- 
lysts say.  Single-digit  inflation  —  once 
seen  as  a  fantasy  —  can  be  expected  begin 
ningin  1998. 

The  good  news  can  be  found  in  nearly  every 
corner  of  the  economy.  Lower  inflation  rates, 
which  have  slowed  to  between  1%  and  1.7%  per 
month,  have  provided  an  increase  in  purchasing 
power,  which  has  been  especially  dramatic  among 
the  country's  poorest  citizens.  Even  initial  credit 
restrictions  through  higher  interest  rates  have  not 
halted  growth.  Subsequent  measures  to  relax  the 
monetary  squeeze  have  resulted  in  a  steady  fall  in 
interest  rates  since  mid- 1995. 


Furthermore,  a  more  stable  environment  has 
brought  a  recovery  in  production  output,  invest- 
ment and  employment  levels.  Figures  from  Brazil's 
official  statistics  institute,  the  IBGE,  show  GDP 
growth  of  5.8%  in  1994  and  growth  of  5.3%  in 
the  first  nine  months  of  1995.  The  buying  spree  in 
1994-95  that  triggered  Brazil's  first  trade  deficit  in 
years,  and  with  it  some  emergency  import 

restrictions,  has  abated,  and  a  small  surplus 
is  expected  in  1996. 

From  his  vantage  point  as  Central 
Bank  President,  Gustavo  Loyola 
says,  "Initial  pressures  from  strong 
^  demand  —  which  is  perfectly 

normal  in  a  process  of  stabiliza- 
tion —  also  required  more 
restrictive  measures  in 
monetary  policy.  Today  these 
pressures  are  diminishing,  and 
we  have  an  economy  growing 
j  at  a  lower  rate,  but  growing." 
Although  the  Mexican 
exchange  and  financial  crisis  in 
y   late  1994  led  to  a  brief  period 
of  capital  flight  in  Brazil,  the 
triumph  of  the  economy  over  that 
f  disruption  can  easily  be  measured 
by  the  national  treasury's  success  in 
placing  $1,662  billion  worth  of  bonds 
in  the  international  market  in  1995. 
These  placements,  along  with  the 
massive  entry  of  funds  in  July  and  August,  sent 
international  reserves  rocketing  to  $45.8  billion  in 
August  and  to  a  record  $50  billion  for  all  of  1995. 
What  was  once  labeled  by  international  financial 
agents  as  "Risco  Brasil"  —  Brazilian  Risk  —  is 
today  only  a  reference  to  an  unfortunate  past,  and 
likely  to  remain  so. 

Investors  at  the  Gate 

With  a  population  of  160  million  and  national 
purchasing  power  in  excess  of  $350  billion, 
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Have  you  ever  seen  Brazil's  richness? 
Let  us  show  you  more. 

Brazil,  at  the  forefront  of  all  Latin  American  international  trade,  with 
nearly  US$  80  billion  a  year,  stands  as  a  great  consumer  market  with 
over  100  million  people,  and  is  now  one  of  the  most  important 
profitable  markets  worldwide.  Ranked  among  the  top  ten  world 
economies,  Brazil's  environment  has  emerged  to  one  of  stability 
and  confidence  with  the  support  of  a  pro-business  development 
administration.  Under  this  very  positive  economic  scenario,  Brazil  is 
improving  its  business  environment  to  better  suit  new  foreign  investments. 

Now  you  have  a  greater  opportunity  to  invest  and  trade  with  Brazil. 
You  can  rely  upon  the  confidence,  tradition  and  expertise  of  the 
only  Brazilian  Bank  that  can  provide  you  with  products  and  services 
backed  by  a  network  of  almost  5,000  offices  worldwide.  You  can 
depend  on  the  largest  Latin  American  international  financial  institution 
-  Banco  do  Brasil  -  to  do  business  around  the  world.  Contact  us  to 
get  to  the  point. 

Banco  do  Brasii.  Your  sound  guide  to  the  Brazilian  market. 

0  Banco  do  Brasil 

Internet:  httpyAvww.bancobrasil.com.bi         \nion:  + 44  171  600  4069  New  York:  +  1  212  626  7000  Tokyo: +  813213  6511 


Brazil's  market  entices  investors  like  few  others. 
While  most  investors  would  agree  that  the 
direction  of  policy  is  on  the  right  track,  they  are 
also  war}7  of  bouts  of  volatility  —  and  the  chance 
of  a  devaluation. 

In  this  respect,  Central  Bank  President  Loyola 
emphasized  the  importance  of  equilibrium  to  the 
foreign  investor,  particularly  an  exchange  policy 
with  no  sudden  shocks.  To  this  end,  monetary 
authorities  are  following  a  policy  of  periodic 
devaluation  of  the  band  within  which  the  real  floats. 
"The  foreign  investor  is  always  distrustful  of 
sudden  changes  in  the  rules  of  the  game,  preferring 
instead  to  see  a  clear  horizon"  in  economic  policy, 
says  Loyola.  That,  he  says,  "is  exactly  what  we 
intend  to  give  them." 

The  United 

States: 

1$  n  ii  «£  s  11  «$ 

Trade  Back 
■  n  Balance 

^-^he  United  States  contin- 
V  ues  to  be  Brazil's  most 
active  trade  partner, 
despite  a  3%  fall  in  sales 
between  the  two  countries 
over  the  last  decade  due  to  a 
decline  in  Brazilian  exports  to 
the  United  States.  In  1985, 
Brazil  had  a  trade  surplus  of 
$4.35  billion  with  the  United 
States;  in  1995,  it  had  a  deficit  of 
$3.05  billion,  an  amount  nearly 
equal  to  its  overall  trade  deficit  for 
the  year. 

Brazil's  commercial  opening,  which 
began  in  1990  and  intensified  with  the  Real 
Plan,  has  increased  the  availability  of  products 
locally  through  an  increase  in  imported  goods. 
From  the  United  States,  the  country  imports 
machine  accessories,  petroleum  derivatives, 
integrated  digital  circuits,  ethyl  alcohol, 
automobiles,  radiotelephone  and  radiotelegraph 
machines,  magnetic  disks,  tubes  for  televisions 
and  video  monitors,  copiers,  combustible  oils  and 
naphtha.  For  its  part,  the  LTnited  States  imports 
a  variety  of  Brazilian  products,  including  boilers 
and  mechanical  equipment,  footwear,  metal 
and  steel,  capital  electronic  goods,  wood  pulp, 
vehicles,  coffee,  tea  and  yerba  mate,  as  well  as 
wood,  aluminum  and  rubber. 


Stability's 
Ultimate  Rewards 

Lon^«Term 
Investment 

/->- hough  Brazil  and  the  United  States  have 

%  many  close  business  ties,  they  have  not  been 
t-J  crowned  by  the  kind  of  risk-taking,  direct 
investment  that  Brazilian  authorities  hope  for  one 
day.  And  although  U.S.  investors  account  for  35% 
of  all  foreign  investment  in  the  country,  they  favor 
channeling  money  into  the  capital  market,  rather 
than  into  direct  investments  in  productive  sectors. 
Of  the  nearly  $19  billion  in  all  U.S.  investments  in 
Brazil,  44.9%  of  the  total,  equal  to  $8.5  billion,  has 
been  invested  in  the  capital  market,  according 
to  Central  Bank  data  through  July  1995. 
The  volatility  of  short-term 
capital,  highlighted  by  the  Mexican 
crisis,  as  well  as  its  potential  to 
distort  the  economy,  led  the 
government  to  adopt  measures 
in  the  second  half  of  1995  to 
reduce  the  flow  of  so-called 
"hot"  money  searching  for 
quick  profits.  In  a  parallel 
move,  the  Cardoso  govern- 
ment looked  for  ways  to 
attract  long-term  foreign 
capital.  Among  these  have 
been  the  constitutional 
amendments  approved  in 
1995  to  dissolve  petroleum  and 
natural  gas  monopolies  and  to 
open  the  telecommunications  and 
mining  industries. 


resident  Fernando 
Henrique  Cardoso 


Ready  to  Rebound 

Recently,  the  investment  climate  was  bright- 
ened by  a  number  of  significant  breakthroughs. 
After  many  false  starts,  Rio  de  Janeiro's  state  power 
company,  Light,  was  privatized  for  $2.3  billion;  the 
high-profile  dispute  over  Raytheon's  Amazon  radar 
surveillance  project,  know  as  SIVAM,  was  resolved; 
and  major  legislation  on  telecommunications  and 
intellectual  property  was  passed.  The  telecommuni- 
cations law  paves  the  way  for  foreign  investment  in 
the  cellular  phone  and  satellite  markets,  two  areas 
with  enormous  growth  potential.  Bids  may  be 
tendered  as  early  as  this  year,  and  concessions  for 
privately  run  cellular  service  may  be  granted  next 
year.  The  intellectual  property  legislation  provides 
long-awaited  patent  protection  for  drugs  and  may 

continued  on  page  A6 


Investing  In  Brazil 
May  Be  News  To  You. 

But  Bozano  ,  Simonsen 
Has  Been  Doing 
It  For  35  Years. 


With  a  newly-stable  economy,  Brazil  has  matured 
politically  and  is  growing  again. 

Today  Brazil  is  wide  open  to  foreign  investment, 
with  business  opportunities  springing  up  in  every  sector. 

And  Banco  Bozano,  Simonsen  has  had  plenty 
to  do  with  this  growth.  During  its  3  5 -year 
history,  it  has  always  been  ahead  of  its  time. 

While  other  banks  concentrated  in  money 
markets,  Bozano,  Simonsen  pioneered  investments 
in  the  productive  sector.  And  it  also  brought  in 
the  first  U.  S.  dollar  ever  to  be  invested  in  the 
Brazilian  stock  market.  All  this  today  represents 
leading-edge  investment  know-how. 

The  leader  in  Brazil's  privatization 


T~)  BANCO 

CDOZANQ 
OIMONSEN 

35 


program.  Banco  Bozano,  Simonsen  is  also  acknowledget 
internationally  as  one  of  the  best  managers  of  foreign 
funds  in  this  country. 

This  Bank  has  developed  into  an  even  more  powerfu. 
Group,  with  forty  companies  -  direct  or  indirect 
subsidiaries  and  affiliates  -  plus  associations  with  maj 
groups  such  as  Anglo-American,  De  Beers, 
Vale  do  Rio  Doce  and  Nippon  Steel. 

The  Bozano:  Simonsen  Group  is  active 
today  in  virtually  every  sector 
of  the  Brazilian  economy. 

So,  if  you're  looking  for  new  investment 
opportunities,  contact  Banco  Bozano,  Simonsen. 
Your  Gateway  to  Brazil. 


590  Fifth  Avenue,  Second  Floor 
New  York,  NY  10036 
lei.:  (212)  869-1234 


Av.  Rio  Branco,  1 38 
20057  900  Rio  de  Janeiro  1 
Tel.:  (021)  271-8555 


ANCO  BOZANO, 
SlMONSEN: 
\  Geniui  for 
Pritatiiation  and 
Corporate  Finance 

at  a  time  when  credit  and  financial  services  are 
vital  to  a  stronger  Brazilian  economy,  Banco 
Bozano,  Simonsen  stands  as  one  of  the  lead- 
ing merchant  banking  organizations.  Founded  35 
years  ago  as  a  finance  company  by  Julio  Bozano 
and  former  Finance  Minister  Mario  Henrique 
Simonsen,  the  bank  pioneered  debt  equity  conver- 
sions that  made  early  privatizations  possible  —  long 
before  the  country's  official  program  began  in  1991. 

Since  then,  the  bank  and  the  Bozano,  Simonsen 
Group  —  which  continues  to  be  led  by  its 
founding  Chairman,  Mr.  Bozano  —  have 
become  key  players  in  all  aspects  of 
privatization.  As  a  result,  Bozano, 
Simonsen  has  been  involved  in  1 1 
major  privatizations  since  1991, 
totaling  $7.3  billion  —  more  than 
three-quarters  of  the  total  value 
of  such  sales  to  date. 

The  bank  was  also  the  first 
to  set  up  privatization  funds  for 
institutional  investors.  In  addi- 
tion, the  group  has  made  signifi- 
cant investments  of  its  own  in 
five  companies:  three  steel  mills 
(Usiminas,  Siderurgica  Tubarao 
and  Cosipa)  with  a  total  capacity  of 
approximately  12  million  tons;  the 
country's  largest  aircraft  factory; 
and  Escelsa,  Brazil's  first  privatized 
power  company. 

From  Pioneer  To  Giant 

Today,  the  Bozano,  Simonsen  Group's  holding 
company  has  a  net  worth  of  more  than  $1  billion, 
and  has  investments  in  40  companies  under  direct 
or  indirect  control  with  total  assets  of  $9.3  billion 
and  a  payroll  of  nearly  12,000  employees. 

The  bank  itself  focuses  its  activities  on  coqio- 
rate  finance,  capital  markets,  brokerage  and  trading 
for  clients,  as  well  as  for  its  own  accounts,  in  the 
principal  markets  for  equities,  fixed  income,  foreign 
exchange  and  gold.  It  is  also  active  in  the  area  of 
credit,  including  a  strong  position  in  trade  finance 
and  leasing,  and  in  investment  management. 

The  bank  has  built  a  strong  reputation  for 
innovation  and  creativity  without  sacrificing  sound 


credit  policies.  In  accordance  with  Basle  Treaty 
requirements,  die  bank  had  a  capital  adequacy  ratio 
of  19.6%  at  the  end  of  last  year,  compared  with  a 
norm  of  8%. 

\  Perennial  Innovator 

Banco  Bozano,  Simonsen's  activities  in  the 
area  of  corporate  finance  are  extensive,  and  often 
groundbreaking.  It  served  as  the  local  broker  for 
the  very  first  global  offering  of  a  Brazilian  equity, 
and  by  1994,  it  had  taken  part  in  64%  of  all 
underwriting  in  the  country.  Already  involved  in 
international  mergers  and  acquisitions  for  major 
clients,  the  bank  is  now  increasingly  involved  in 
project  finance  deals,  as  the  government  opens  up 
concessions  in  energy,  cellular  telecommunications, 
highways  and  other  infrastructure  projects. 

Corporate  finance  deals  have  included  a 
major  roster  of  international  firms,  such  as 
BTR,  Nabisco,  the  Perez  Companc 
Group,  Fletcher  Challenge, 
Marubeni  Corp.,  NKK,  the  Bank  of 
Scotland  and  the  Swiss  Bank 
Corp.  In  two  new  deals,  Banco 
Bozano,  Simonsen  is  preparing 
BANERJ,  Rio  de  Janeiro's  state 
bank,  for  privatization  and  is 
also  arranging  an  $850  million 
deal  to  sell  stakes  owned  by  the 
Bozano,  Simonsen  Group  and 
the  Unibanco  Group  in  the 
three  privatized  steel  companies. 
Banco  Bozano,  Simonsen  has 
been  in  the  investment  manage- 
ment business  since  1967  and  has 
been  a  force  in  the  growth  of  the 
Brazilian  equity  market.  At  the  end 
of  1995,  funds  and  portfolios  under  its 
management  totaled  $3.3  billion,  wbich 
included  62  pension  fund  portfolios  and  $1.8  billion 
in  international  funds  and  portfolios.  Bodi  its  equity 
and  fixed-income  funds  have  been  cited  for 
excellence  by  Micropal  and  Fund  Research,  Ltd. 

In  addition  to  its  pioneering  role  in  privatiza- 
tion, the  bank  launched  the  first  equity  fund  for 
overseas  investors  in  July  1975,  and  has  been  at  the 
lorefront  of  legislative  efforts  to  encourage  foreign 
investment.  The  bank's  success  in  managing  this 
roster  of  activities  is  reflected  in  its  year-end 
figures.  In  1995  the  bank  had  a  stockholders' 
equity  of  $356  million,  up  from  $258  million  the 
previous  year  and  $144  million  in  1993.  Its  total 
;issets  stood  at  $3.6  billion,  having  earned  a  net 
profit  of  $77  million. 
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continued  from  page  A3 

lead  to  a  boom  in  investment  in  this  area.  Already, 
several  multinational  drug  companies  have  shown 
their  endorsement  of  the  patent  legislation  with 
new  investment  pledges. 

Over  the  next  12  months,  investors  can  look 
forward  to  legislative  and  judicial  action  in  other 
areas,  among  them  social  security,  fiscal  and 
administrative  reforms.  These  initiatives  are 
also  expected  to  help  create  a  fiscal  anchor  for 
stabilization. 

Authorities  expect  that  as  stability  becomes 
more  deeply  rooted  and  legislation  creates  an 
appropriate  legal  framework,  the  investment 
panorama  will  change.  Currently,  invest 
ments  from  the  United  States  total 
$1.5  billion  in  the  chemical  industry; 
$703  million  in  pharmaceuticals  and 
the  veterinary  industry; 
$1.3  billion  in  electronic  and 
communications  equipment; 
$1  billion  in  mechanics; 
and  $747  million  in 
transport  material. 

COW PAN  H  I A 
SlDERURGICA 
N  A  C  I  O  N  \  L  : 
Steel  for 
Future 
Generations 

£~>-'he  Brazilian  steel  giant, 
\  Companhia  Siderurgica 
Nacional  (CSN),  is  regarded 
as  one  of  the  country's  most 
dynamic  companies.  For  the  last  two 
years,  it  has  won  the  Award  of 
Excellence  from  the  Fundacao  Getulio 
Vargas,  a  highly  respected  economic 
research  institution.  But  the  company  isn't 
coasting  on  its  honors:  Thanks  to  an  investment 
program  of  $1.1  billion,  CSN  expects  to  increase 
its  production  capacity  from  4.6  million  tons  to 
nearly  6  million  tons  by  the  year  2002. 

In  addition  to  increasing  output,  CSN  — 
which  accounts  for  2.3%  of  the  country's  total 
energy  consumption  —  is  focusing  on  ways  to 
reduce  its  energy  costs.  In  a  move  toward  self- 
sufficiency,  the  company  has  allocated  23%  of  its 
investment  program  to  build  a  thermoelectric 
plant  to  be  powered  by  the  waste  gases  resulting 
from  the  steel  and  iron  production  process,  as  well 


as  by  natural  gas  extracted  from  petroleum  pools 
in  the  state  of  Rio  de  Janeiro. 

To  further  integrate  its  operations,  CSN 
will  begin  running  terminals  in  the  ports  of  Rio, 
Sepetiba  and  Angra  dos  Reis.  It  will  also  be  a 
player  in  the  privatization  auctions  of  the  rail 
system  in  southeast  Brazil,  which  the  company 
relies  on  for  shipments  of  iron  ore,  calcium,  coal 
and  other  products  used  in  the  steel  factory. 

\  Symbol  of  Modernity 

As  a  resurgent  enterprise,  nothing  compares  with 
Siderurgica.  As  recently  as  1990,  when  the 
company  was  still  state-owned,  the 
government  considered  closing  it. 
At  that  time,  CSN  was  plagued  by 
chronic  deficits  and  labor 
problems.  Strikes,  some  of  them 
violent,  shut  the  plant  down 
repeatedly.  At  one  point,  seven 
of  every  10  employees  were 
involved  in  some  kind  of  legal 
action  against  the  company. 

In  the  case  of  CSN,  a 
profound  transformation 
began  even  before  the 
company  was  privatized  in 
March  1993.  The  payroll 

—  which  hovered  at 
24,000  employees  in  1990 

—  was  drastically  cut,  and 
stands  at  about  13,000  today. 
Although  painful  at  first,  the 

cutback  has  given  the  company 
an  edge:  Its  operating  costs  are 
now  among  the  lowest  of  any 
steel  factory  in  the  world,  giving 
it  a  big  advantage  at  home  and  in 
the  foreign  market.  It  has  also  become 
a  quality  exporter,  selling  37%  of  its 
production  overseas. 

As  it  rebounded,  CSN  was  able  to  increase  its 
market  share  among  Brazilian  car  manufacturers 
from  23%  to  36%,  and  the  comparatively  low  costs 
are  credited  with  bringing  new  manufacturers  to 
Brazil.  Volkswagen's  decision  to  place  its  only  truck 
factory  in  the  world  in  the  Volta  Redonda  region 
where  CSN  is  located  was  certainly  influenced  by 
proximity  to  the  company. 

Written  by:  Fernando  Pinto.  Edited  by:  Lynn  Morrissey. 
Coordinated  by:  Acurcio  de  Oliveira,  lnterpress-Midia 
International  Ltda. /Brazil. 


IS  THIS  THE  WAY  YOU 
SEE  BRAZIL? 


CALL  BOVESPA. 


■ 


Brazil  is  one  of  the  most  admirable 
emerging  markets  of  the  world. 
Our  investment  funds  are  always 
amongst  the  most  profitable. 
And  still,  there  are  many  foreign 
investors  who  are  losing  money  because 
they  do  not  see  Brazil  as  it  is. 
This  is  where  BOVESPA  comes  in. 
BOVESPA   is   the   world's  fifth 


largest  exchange  in  option 
contracts,  and  the  largest  stock 
exchange  in  Latin  America,  in 
trading  volume.  Our  security  systems 
are  accepted  by  the  most  demanding 
agencies,  such  as  the  American, 
the  English,  and  the  Japanese.  From  now  on, 
to  invest  in  Brazil  call  SF!A 
BOVESPA.  Is  it  clear?    Sao  Paulo  Stock  Exchange 

el.:  (5511)  233-2000  •  Fax:  (5511)  233-20'J9  •  bttp:/Avww.  bove8pa.com.br/iiidex.litml  •  E.  mail:  bovespa@bove8pa.com. 


Free  trade  payback 


By  Brian  Zajac 

Those  who  want  the  U.S.  to  put  up  new 
trade  barriers  should  consider  what  would 
happen  to  U.S.  firms  if  other  countries 
put  up  barriers.  Last  year,  foreign  opera- 
tions of  America's  100  largest  multinational 
corporations  accounted  for  40%  of  the 
total  sales  of  these  firms.  These  100 
U.S. -based  multinational  companies 
generated  $850  billion  in  sales 
outside  of  America's  borders,  a 
14%  increase  over  1994.  As  for 
profits,     these  companies 
earned  $57  billion  overseas, 
a  9%  increase  over  the  previ- 
ous  year.  \ 

How  are  foreign-generated  rev- 
enues important  to  the  U.S.  balance  of 
trade?  For  starters,  these  foreign  operations 
create  economies  of  scale,  which  helps  the 
parent  companies  compete  in 
world  markets.  U.S.  corporations 
often  establish  a  manufacturing  presence  in  a 
foreign  country  in  order  to  do  business  in  that  nation. 

These  beachheads  also  create  export  opportunities  for  General  Motors,  which  has  $49  billion  in  foreign  sales, 
the  U.S.  operations.  Our  figures  for  all  firms  show  only  sales  originating  over- 

The  largest  U.S. -based  multinational  is  Exxon.  In  seas.  In  the  case  of  GM,  for  example,  we  didn't  count 
1995,  $84  billion  of  Exxon's  total  revenue  of  $108  bil-  GM's  estimated  $5  billion  in  automobile  and  technology 
lion  came  from  foreign  operations.  Second  place  goes  to    exports  from  the  U.S.  Hi 


1995 
Rank 

Company 

foreign 
(Smil) 

-Revenue  — 
total 
($mil) 

foreign 
as  % 
of  total 

foreign 
($mil) 

-Net  profit1 - 
total 

(Smil) 

foreign 
as% 
of  total 

foreign 
(Smil) 

—  Assets — 
total 
(Smil) 

foreign 
as% 
of  total 

1 

Exxon 

83,907 

107,893 

77.8 

4,949 

6,470 

76.5 

53,841 

91,296 

59.0 

2 

Genera!  Motors 

49,015 

168,829 

29.0 

3,738 

6,933 

53.9 

58,307 

217,079 

26.9 

3 

IBM 

45,151 

71,940 

62.8 

3,567 

4,178 

85.4 

44,385 

80,292 

55.3 

4 

Mobil 

44,287  2 

66,724 2 

66.4 

1.8553 

2,682 3 

69.2 

26,010 

42,138 

61.7 

5 

Ford  Motor 

41,884 

137,137 

30.5 

578 

4,139 

14.0 

69,209 

243,283 

28.4 

6 

Texaco4 

26,992 

48,118 

56.1 

7553 

1,091 3 

69.2 

13,695 

29,446 

46.5 

7 

Citicorp 

18,802 

31,690 

59.3 

2,005 

3,464 

57.9 

155,000  s 

269,000s 

57.6 

8 

Philip  Morris  Cos 

18,186 

53,139 

34.2 

1,333 

5,478 

24.3 

19,505 

53,811 

36.2 

9 

Chevron4 

17,967 

39,363 

45.6 

1,153 

930 

124.0  ■ 

16,628 

37,347 

44.5 

10 

General  Electric 

17,832 

70,028 

25.5 

879 

6,573 

13.4 

59,331 

228,035 

26.0 

^rom  continuing  operations,  includes  other  income.  3Net  income  before  corporate  expense,  "includes  proportionate  interest  in  unconsolidated  sub- 
sidiaries or  affiliates.  5Average  assets.  6Excludes  Canadian  operations.  7Operating  profit.  8Net  income  before  minority  interest.  9Pretax  income. 
D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  E:  Estimate.  NA:  Not  available. 
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1995 
Rank 

Company 

foreign 
($mil) 

■ 

—  Revenue — 
total 
($mil) 

foreign 
as% 
of  total 

foreign 
($mil) 

-Net  profit1 - 
total 
($mil) 

foreign 
as% 
of  total 

foreign 
($mil) 

—  Assets — 
total 
($mil) 

foreign 
as% 
of  total 

11 

Hewlett-Packard 

17,556 

31,519 

55.7 

1,490 

2,433 

61.2 

13,022 

24,427 

53.3 

12 

Procter  &  Gamble 

16,822  6 

33,434 

50.3 

861 

2,645 

32.6 

12,062  s 

28,125 

42.9 

13 

El  du  Pont  de  Nemours 

16,034 

36,508 

43.9 

1,272 

3,293 

38.6 

14,367 

37,312 

38.5 

14 

American  Intl  Group 

13,777 

25,874 

53.2 

1,380 

2,510 

55.0 

49,680 

134,136 

37.0 

15 

Coca-Cola 

12,702 

18,018 

70.5 

2,051 

2,986 

68.7 

7,482 

15,041 

49.7 

16 

Motorola 

12,700  E 

27,037 

47.0 

1,901' 

3,201 7 

59.4 

8,260 

22,801 

36.2 

17 

Xerox4 

11,882 

19,950 

59.6 

756 

1,174 

64.4 

13,878 

27,341 

50.8 

18 

Dow  Chemical 

11,165 

20,200 

55.3 

1,353  s 

2,087  s 

64.8 

13,455 

23,582 

57.1 

19 

Johnson  &  Johnson 

9,652 

18,842 

51.2 

1,261 

2,403 

52.5 

8,188 

17,873 

45.8 

20 

United  Technologies 

9,348  2 

22,802 2 

41.0 

633 8 

880 8 

71.9 

5,975 

15,958 

37.4 

21 

Digital  Equipment 

8,997 

13,813 

65.1 

285 

57 

500.0 

5,657 

9,947 

56.9 

22 

PepsiCo 

8,747 

30,421 

28.8 

504 

1,606 

31.4 

7,737 

25,432 

30.4 

23 

AT&T 

8,713 

79,609 

10.9 

-928 

139 

0-P 

12,085 

88,884 

13.6 

24 

Intel 

8,280 

16,202 

51.1 

1,818 

3,566 

51.0 

4,404 

17,504 

25.2 

25 

Eastman  Kodak 

8,002 

14,980 

53.4 

434 

1,252 

34.7 

6,058 

14,477 

41.8 

26 

Compaq  Computer 

7,500  6 

14,755 

50.8 

564 

789 

71.5 

3,385  6 

7,818 

43.3 

27 

Minn  Mining  &  Mfg 

7,253 

13,460 

53.9 

536s 

1,383  s 

38.8 

5,438 

14,183 

38.3 

28 

Chase  Manhattan 

7,187 

26,368 

27.3 

851 

2,970 

28.7 

98,923  5 

307,385s 

32.2 

29 

Sara  Lee 

7,083 

17,719 

40.0 

374 

804 

46.5 

6,396 

12,431 

51.5 

30 

JP  Morgan  &  Co 

7,045 

13,838 

50.9 

984 

1,296 

75.9 

94,336 

184,879 

51.0 

31 

Amoco 

6,719  2 

27,6652 

24.3 

517 

1,862 

27.8 

9,059 

29,845 

30.4 

32 

Texas  Instruments 

6,371 

13,128 

48.5 

NA 

1,088 

NA 

3,508 

9,215 

38.1 

33 

Aflac 

6,116 

7,191 

85.1 

3303 

349 

94.6 

22,837 

25,338 

90.1 

34 

Kimberly-Clark4 

6,100  E 

14,727 

41.4 

NA 

33 

NA 

5,163 

11,926 

43.3 

35 

Bristol-Myers  Squibb 

6,082 

13,767 

44.2 

883 

1,812 

48.7 

4,651 

13,929 

33.4 

36 

Goodyear  Tire  &  Rubber 

5,916 

13,166 

44.9 

402 

611 

65.8 

3,495 

9,790 

35.7 

37 

Chrysler 

5,906 

53,195 

11.1 

159 

2,121 

7.5 

6,962 

53,756 

13.0 

38 

Colgate-Palmolive 

5,884  6 

8,358 

70.4 

311 

172 

180.8 

4,446  6 

7,642 

58.2 

39 

Merrill  Lynch 

5,775  E 

21,513 

26.8 

341 

1,114 

30.6 

78,859 

176,857 

44.6 

40 

CPC  International 

5,547 

8,432 

65.8 

3458 

539  s 

64.0 

4,624 

7,502 

61.6 

41 

Alcoa 

5,457 

12,500 

43.7 

6758 

1,024 8 

65.9 

5,660 

13,643 

41.5 

42 

International  Paper 

5,450  E 

19,797 

27.5 

347 8 

1,309s 

26.5 

10,069 

23,977 

42.0 

43 

American  Home  Products 

5,447 

13,376 

40.7 

1,345 

1,680 

80.1 

6,617 

21,363 

31.0 

44 

Merck 

5,361 

16,681 

32.1 

1,231 7 

4,673 7 

26.3 

3,942  6 

23,832 

16.5 

45 

McDonald's 

5,321 

9,795 

54.3 

804 

1,427 

56.3 

8,206 

15,415 

53.2 

46 

UAL 

5,309 

14,943 

35.5 

NA 

378 

NA 

NA 

11,641 

NA 

47 

RJR  Nabisco 

5,200  E 

16,008 

32.5 

484 9 

1,266  s 

38.2 

5,834 

31,518 

18.5 

48 

American  Express 

4,975  E 

16,445 

30.3 

502 

1,564 

32.1 

20,095 

107,405 

18.7 

49 

Apple  Computer 

4,932 

11,062 

44.6 

477 

424 

112.5 

2,194 

6,231 

35.2 

50 

Pfizer 

4,908 

10,021 

49.0 

880 8 

1,561s 

56.4 

5,695 

12,729 

44.7 

51 

AMR 

4,748 

16,910 

28.1 

NA 

196 

NA 

NA 

19,556 

NA 

52 

Pharmacia  &  Upjohn 

4,744 

7,095 

66.9 

442 

739 

59.8 

7,169 

11,461 

62.6 

53 

Gillette 

4,730 

6,795 

69.6 

583 

824 

70.8 

4,286 

6,340 

67.6 

54 

ITT  Industries 

4,387 

8,884 

49.4 

91 

21 

433.3 

2,670 

5,879 

45.4 

55 

BankAmerica 

4,281 

20,386 

21.0 

344 

2,664 

12.9 

50,044 

232,446 

21.5 

^rom  continuing  operations,  includes  other  income.  3Net  income  before  corporate  expense.  4lncludes  proportionate  interest  in  unconsolidated  subsidiaries  or  affil- 
iates. 5Average  assets.  5Excludes  Canadian  operations.  'Operating  profit.  8Net  income  before  minority  interest.  9Pretax  income.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to 
profit.  E:  Estimate.  NA:  Not  available. 
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56 

Salomon 

4,234 

8,933 

47.4 

369 

457 

80.7 

80,560 

188,428 

42.8 

57 

Warner-LaniDert 

4,017 

7,040  . 

57.1 

444* 

870 8 

51.0 

3,050 

6,101 

50.0 

.  58 

Manpower 

0  Q00 

o,yoo 

C  AQA 
J,404 

7  1  7 

1  c:o  7 

ioy 

Zoo 

C7  7 
0/./ 

111/1 

1,114 

1  CIO 

1,010 

70  A 
ISA 

SQ 

!  59 

AODOu  LdDOrdlOrlcS 

1  RQ  1 

10  019 

1ft  Q 

00.  J 

40  J 

1 ,00  J 

9fi  0 

9  71A 

Q  A\  1 
J,4 1 0 

9Q  ^ 

DU 

nnone-ruuiciit,  r\uicr 

1  898 
0,O£.O 

S  149 

J,  14t 

74  A 

I  4.4 

1Q0 

3^7 

0  J/ 

^1  9 

1  8^7 

0,OJ/ 

ft  Qft7 

O,  JO/ 

AO  Q 

4£.  J 

61 

Unisys 

3,797 

6,202 

61.2 

-374 

-627 

D-D 

1,324 

7,113 

18.6 

62 

Morgan  Stanley6 

3,725  E 

10,797 

34.5 

NA 

609 

NA 

60,850  E 

143,753 

42.3 

63 

Caterpillar 

3,707 

16,072 

23.1 

323' 

1,681 7 

19.2 

3,582 

16,830 

21.3 

F.A 

Lmerburi  cicliml 

1  fil8 

111(113 

1  U,0 1 0 

00. 1 

?dfi 

^4  J 

9fi  4 

^0.4 

3  Q3fi 

0,000 

d1  Q 
41.0 

DD 

A  1 1 1 Q  i  n  n  1 1 

HlllcQolgNdl 

3  fi1? 

1 J  Idfi 

14,040 

9fi  9 

£0.£ 

IA1 3 

141 

o/o 

lfi  1 
10.1 

1  771 

o,  /  / 1 

1 0  ififi 

l£,400 

OU.O 

66 

Archer  Daniels  Midland 

3,495 

12,672 

27.6 

124 7 

1,213 7 

10.2 

1,181 

9,757 

12.1 

66 

Safeway 

3,495 

16,398 

21.3 

75 

328 

22.9 

933 

5,194 

18.0 

CO 

68 

rluor 

0,40/ 

0  Tifil 

y,oui 

07  t 

O/.D 

7  fl 

000 

col 

0  1  O 

oi.y 

4bD 

0  000 

ov^y 

14.4 

CQ 

by 

\M  K  i  r  1  nnn  1 

ffvnii  ipuoi 

1  475  F 

0,4/  J  L 

ft  147 

4  1  .U 

71 8 

9148 

11  9 

00. L 

A  117 

4,10/ 

7  ftOO 

/  ,OUU 

m  0 

JO.U 

70 

u  I  Up!n7 
nJ  ncllli 

1  dS8 

8  087 

0,UO  / 

4?  ft 

4t  .O 

£.04 

j?  i 

48  1 

40. 1 

1  41S 

0 ,40  J 

8  947 

0,£.H  / 

41  7 

71 

Sears,  Roebuck 

3,367 

34,925 

9.6 

-30 

1,025 

D-P 

2,611 

33,130 

7.9 

72 

TRW 

3,356 

10,172 

33.0 

126 

446 

28.3 

2,002 

5,890 

34.0 

73 

Atlantic  Richfield 

3,354 

15,819 

21.2 

1 14 

1,376 

8.3 

6,186 

23,999 

25.8 

1A 

Rfif  1/uupl  1  i  nfrornati  Ana  1 

nULnVlCl  1    1 1 1  Itrl  1  Id  LIUMd  1 

0,000  L 

1?  Q«  1 

1  £  ,  OO  1 

/J  o 

179 

1 1  j 

/  4t 

?&  1 

£4.1 

1  071 

0,0/0 

1  £ ,  OOO 

?&  fi 

£4.0 

/  D 

ft/I  nn  c  a  ntn 
IVIUIIbdlHU 

"?  311 

a  pfi? 

0,  JUL 

^7  9 

OIL 

91R 

L 1 0 

7^Q 
/  j  j 

?Q  1 

1  lfi? 

0, 1  OL 

mfiii 

1  U,0  1  1 

?Q  8 

£0.0 

76 

Price/Costco 

3,280 

18,247 

18.0 

76 7 

433  ' 

17.6 

929 

4,437 

20.9 

77 

Cigna 

3,240 

18,955 

17.1 

15 

211 

7.1 

9,589 

95,903 

10.0 

"7Q 

la 

Northwest  Airlines 

"3  1  70. 
0,1  /U 

o  noc 

1/1  0 

MA 

0/10 

o4^ 

MA 

MA 

NA 

Q  A  1  0 
o,4l£: 

MA 
NA 

7Q 

Ampriran  RranHc 

1  1  S8 
J,  1  JO 

S  Q0R 

J,  JU  J 

JO.  J 

4  J  J 

J4  O 

81  ft 

00.0 

1  10fi 

J,OL/U 

8  091 

O  ,\)L  1 

41  9 

4  1  .£. 

ou 

RanLorc  Triict  Moul/  V,~irL 
DdMKcib   llUbl  l*cW  TUTK 

-j  inn  f 

ft  TOP 

0,0U  J 

0/  .0 

fi7 

91R 

11  9 

O  1  .£. 

fi9  R91 

0£-,0£.  1 

1 04  009 

1  U4,UU£. 

fiO  9 

81 

General  Re 

3,060 

7,210 

42.4 

1668 

870 8 

19  1 

12,107 

35,946 

33.7 

82 

Woolworth 

3,034 

8,224 

36.9 

-135 

-164 

D-D 

1,621 

3,506 

46.2 

83 

AMP 

2,989 

5,227 

57.2 

170 

427 

39.8 

2,280 

4,505 

50.6 

o*+ 

ITT 

fi  Tdfi 

0,040 

40.0 

1?38 

i  LO 

1UO 

71  7 

8  69? 

?9  n 

£  0.0 

OJ 

FN  1  illu 

CM  Lilly 

fi  7K/1 
0,  /  04 

40.0 

04  / 

1  107 
1 ,0\J  / 

4  0.0 

0,  /  uo 

id  in 

14,4 10 

?"i  7 
£0.  / 

86 

Kellogg 

2,923 

7,004 

41.7 

175 

490 

35.7 

2,108 

4,415 

47.7 

87 

Deere  &  Co 

2,914 

10,291 

28.3 

158 

706 

22.4 

2,354 

13,847 

17.0 

QO 

OO 

Avon  Products 

0  01*17 

A  A  QO 

CA  1 

o4./ 

t  7  1  3 
1/1 

000  8 

RQ  O 

101/1 

1,<:14 

0  fiti 
£l,UjO 

ay.i 

RQ 

ndlMUII  i  Ulllld 

9  ft^fi 

R  £99 

J,0£.£. 

^0  ft 
JU.O 

NA 

9nl 
£00 

1  nQd 
1,034 

4  ^£7 

4,  JO  / 

17  1 

QO 

dun  iviiLrubybicrnb 

R  Q09 

HO.  J 

997 

o  jo 

fil  ft 
00.0 

1  RQfi 

1 ,0  JO 

1  S4^ 

0,  J40 

SI  R 

JO.  J 

91 

Honeywell 

2,644 

6,731 

39.3 

143 

334 

42.8 

1,836 

5,060 

36.3 

92 

Toys  'R'  Us 

2,635 

9,427 

28.0 

-74 7 

359 7 

D-P 

2,483 

6,738 

36.9 

uresser  inausuies 

fi  fi?Q 

/is  fi 

40.0 

lUo 

TOO  8 

C33 

4  j.  1 

1  £17 
1,00/ 

A  707 

4,  /  U7 

1/1  ft 
04. o 

94 

Time  Warner 

2,620 

8.067 

32.5 

-18 

-124 

D-D 

2,831 

22,132 

12.8 

95 

Walt  Disney4 

2,609 

12,468 

20.9 

25 

1,380 

1.8 

2,933 

15.838 

18.5 

96 

Delta  Air  Lines 

2,600 

12,194 

21.3 

NA 

494 

NA 

NA 

12,143 

NA 

97 

Halliburton 

2,589  2 

5,699 2 

45.4 

37 8 

235 8 

15.7 

1,424 

3,647 

39.0 

98 

GTE 

2,583 

19,957 

12.9 

220 

2,538 

8.7 

6,210 

37,019 

16.8 

99 

Johnson  Controls 

2,457 

8,330 

29.5 

508 

225 8 

22.2 

1,485 

4,321 

34.4 

100 

Baxter  International 

2,414 

5,048 

47.8 

400 

371 

107.8 

1.980 

9,437 

21.0 

From  continuing  operations,  includes  other  income.  3Net  income  before  corporate  expense.  ^Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  affil- 
iates. 5Average  assets.  6Excludes  Canadian  operations.  'Operating  profit.  8Net  income  before  minority  interest.  9Pretax  income.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to 
profit.  E:  Estimate.  NA:  Not  available. 


290 


Forbes  ■  July  15,  1996 


Vhy  over  4,000  multinational  companies 
;hoose  us  as  their  gateway  to  success. 


As  one  of  the  biggest  users  of  leading-edge 
ecommunications  technologies,  Singapore  Telecom 
ers  an  excellent  telecommunications  infrastructure 
d  an  unrivalled  range  of  facilities  for  expanding 
NICs. 

Our  hubbing  facilities  enable  MNCs  to  communicate 
vately  on  specially  configured  international  digital 
ised  lines.  These  range  from  'no  frills'  lines  to  end-to- 
il managed  lines  with  service  guarantees,  such  as 
leConnect  services  which  are  targeted  at  the 
ancial  community. 

At  our  total  facilities  management  centre,  MNCs 
n  house  their  computer  systems  and  data 
mmunications  equipment  and  even  have  them 
lintained  by  our  highly-trained  staff. 

Our  leased  circuit,  IDD,  telex  and  ISDN  rates  are 
mng  the  lowest  to  be  found  anywhere.  And  as  a 


reassuring  guarantee,  MNCs  know  they'll  always  get  the 
vital  backup  and  quality  service  we're  known  for. 

Through  the  advanced  telecommunications  we 
provide,  we've  not  only  helped  Singapore  become  their 
gateway  to  the  Asia  Pacific,  we've  also  helped  make 
Singapore  their  gateway  to  success. 

Please  send  me  more  information  on  


Name 


Designation: 
Company 

Alllltl'Y, 

Industry:  _ 


Telephone  No 

Fax  No:  

-§-c- 


K Singapore 
i  Telecom 

Service  first  Always 


Singapore  Telecom    31  Exeter  Road,  Comcentre,  Singapore  239732.  Tel:  (65)  730  8018,  Fax:  (65)  733  3008. 

Singapore  Telecom  Europe  Lid  Halton  House.  20/23  Holborn.  London  EC1N  2JD,  United  Kingdom.  Tel:  44-171-831  6688,  Fax:  44-171-  831  2288. 
Singapore  Telecom  USA  301  Riverside  Avenue,  Suite  500.  Westport  CT  06880,  USA.  Tel:  1-203-454  6800,  Fax:  1-203-454  1923. 
Singapore  Telecom  Japan  Representative  Office  KDD  Otemachi  Building,  21st  Floor,  8-1  Otemachi  1-Chome  Chiyoda-Ku,  Tokyo  100,  Japan.  Tel:  81-3-3243  9270,  Fax:  81-3-3243  9271 


-jT"  W  m  LLIGESTFQHEfGN  fNVESTMENTS !« lit  !l 

The  land 
of  opportunity 


By  Gustavo  Lombo 

Foreigners  did  their  share  to  keep  the  U.S.  stock  and 
bond  markets  rolling  in  1995.  The  Department  of 
Commerce  reports  that,  net  of  withdrawals,  foreigners 
added  a  record  $424  billion  to  their  U.S.  holdings  in 
1995.  The  prior  record  was  $285  billion  in  1994. 
Of  this  new  investment,  86%,  or  $364  billion, 
went  into  U.S.  Treasurys,  corporate  debt  and 
shareholdings  in  public  companies.  The 
remaining  $60  billion  was  for  direct  purchases 
of  real  estate,  factories  and  businesses. 

U.S.  investors  returned  the  favor.  We're 
adding  $54  billion  a  year  to  mutual  funds  that 
invest  abroad,  and  U.S. -based  multinationals  do  a 
lot  of  direct  investing  overseas,  too.  But  the  total  capital 
going  out  is  far  short  of  the  $424  billion  coming  in,  and 
so  the  U.S.  remains  an  importer  of  capital. 

Some  of  the  foreigners'  asset  purchases  in  1995  were 
enormous;  nine  deals  topped  $1  billion.  The  biggest: 
Hoechst  AG  of  Germany  paid  $7.1  billion  for  drugmaker 
Marion  Merrell  Dow.  The  acquired  operation  (listed  in 
the  following  table  as  Hoechst  Marion  Roussel)  had 
$2.3  billion  in  1995  sales  from  its  U.S.  operations. 

The  second-largest  buyout  was  the  $5.7  billion  that 
Canada's  Seagram  Co.  paid  Japan's  Matsushita  Electric 
Industrial  for  an  80%  interest  in  filmmaker/record  pro- 
ducer MCA.  Note:  Since  Matsushita  still  owns  20%  of 
MCA — the  threshold  for  inclusion  in  our  tables — MCA  is 
listed  as  a  subsidiary  of  both  Seagram  and  Matsushita. 

U.K.-based  companies  were  big  buyers  of  American 
assets.  Grand  Metropolitan,  which  owns  Burger  King 


3*1 


Investment  summary 

Country 

Revenue 

Number  of 

Country 

Revenue 

Number  of 

($bil) 

investments 

($bil). 

investments 

UK 

159 

41 

Belgium 

16 

4 

Netherlands 

93 

19 

Sweden 

15 

8 

Japan 

87 

20 

Australia 

12 

5 

Germany 

78 

31 

Venezuela 

11 

1 

Switzerland 

46 

18 

South  Africa 

5 

2 

Canada 

45 

18 

Italy 

2 

3 

France 

37 

16 

Panama 

2 

1 

Of  the  100  largest  foreign  investments  in  the  U.S.,  British 
firms  have  the  biggest  stake. 


and  Pillsbury,  acquired  foodmaker  Pet,  Inc.  Cadbury 
Schweppes  added  to  its  branded  beverages  with  its  buy- 
out of  Dr  Pepper/Seven-Up  Cos. 

In  April  1996  two  Japanese  banks,  Bank  of  Tokyo  and 
Mitsubishi  Bank,  merged.  The  U.S.  operations  of  the 
new  entity,  UnionBanCal  Corp.  and  Bank  of  Tokyo- 
Mitsubishi  Trust,  are  now  large  enough  to  be  on  our  list. 
But  Banco  Santander  of  Spain's  30%  interest  in  First 
Fidelity  Bank  was  diluted  to  an  11%  share  when  First 
Fidelity  merged  with  First  Union  Bank.  As  a  result,  we 
no  longer  report  on  Banco  Santander. 

Other  drop-offs:  In  May  National  Westminster  Bank 
of  the  U.K.  sold  its  U.S.  branch,  NatWest  Bank,  to 
Boston-based  Fleet  Financial  Group.  We  delisted 
Luxottica  of  Italy  after  it  sold  the  footware  and  apparel 
businesses  of  U.S.  Shoe.  ■■ 
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1995 
rank 

Foreign  investor 

. .  .:. 

Country 

■  - 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
;  ($mil) 

Assets 
($mil) 

1 

Royal  Dutch/Shell  Group* 

Netherlands/UK 

Shell  Oil 

100 

energy,  chemicals 

24,298 

1,520.0 

27,021 

2 

British  Petroleum* 

UK 

BP  America 

100 

energy 

16,206 

^186.2 

17,252 

3 

Grand  Metropolitan* 

UK 

Burger  King 
Pillsbury 
Heublein 
pearle 

Other  companies 

100 
100 
100 
100 
100 

fast  food 
food  processing 
wines  and  spirits 
eye  care 

wines  and  spirits 

8,400 
4,998 
1,265 
354 
446 
15,463 

NA 
NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 
NA 

4 

British  Telecommunications* 

UK 

MCI  Communications* 

20 

telecommunications 

15,265 

548.0 

19,301 

5 

Sony  * 

Japan 

Sony  Music  Entertainment 
Sony  Pictures  Entertainment 
Sony  Electronics 

100 
100 
100 

music  entertainment 
movies 

consumer  electronics 

14,141 

NA 

NA 

6 

Toyota  Motor* 
Nippondenso* 

Japan 
Japan 

Toyota  Motor  Mfg 
New  United  Motor  Mfg 
Denso  International  America 

100 
50 
100 

automotive 
automotive 
auto  parts 

7.300E 
4.350E 
2,300 
13,950 

NA 
NA 
NA 

NA 
NA 
NA 

7 

Matsushita  Electric  Industrial* 

Japan 

MCA 

Matsushita  Elec  Corp  America 

20 

inn 
IUU 

entertainment 
electronics 

5,772 

/,jUO 

13,072 

NA 

MA 

NA 

9,997 
NA 

8 

Royal  Ahold* 

Netherlands 

Stop  &  Shop  Companies 
BI-LO 

First  National  Supermarkets 
Tops  Markets 
Other  companies 

23 
100 
100 
100 
100 

supermarkets 
supermarkets 
supermarkets 
supermarkets 
supermarkets 

4,116 
2,511 
2,462 
1,719 
1,726 
12,534 

68.6 
NA 
NA 
NA 
NA 

2,467 
NA 
NA 
NA 
NA 

9 

Nestle  SA* 
L'Oreal* 

Switzerland 
France 

Nestle  USA 
nicon  LaDoraiories 
Cosmair 
Maybelline 

100 
1  nn 

1UU 

100 
100 

food  processing 
pharmaceuticals 
cosmetics 
cosmetics 

9,719 

1,500 
368 
11,587 

NA 

NA 

17.1 

NA 

NA 

215 

10 

Unilever  NV* 
Unilever  Pic* 

Netherlands 
UK 

Unilever  United  States 
Helene  Curtis  Industries 

100 
100 

food  processing,  personal  prod 
personal  products 

9,600 
1,255 
10,855 

NA 

8.0 

NA 

612 

11 

Petroleos  de  Venezuela 

Venezuela 

Citgo  Petroleum 

100 

refining,  marketing 

10,553 

136.3 

4,924 

12 

Tengelmann 

Germany 

Great  A&P  Tea* 

54 

supermarkets 

10,101 

57.2 

2,877 

13 

Hoechst  AG* 

Germany 

Hoechst  Celanese 
Hoechst  Marion  Roussel 

100 
100 

chemicals 
pharmaceuticals 

7,395 
2,319 
9,714 

261.0 
NA 

8,317 
NA 

14 

B.A.T  Industries* 
Imasco 

UK 

Canada 

Brown  &  Williamson  Tobacco 
Farmers  Group 
Hardee's  Food  Systems 

100 
100 
100 

tobacco 
insurance 
fast  food 

3,200 
1,892 
4,548 
9,640 

966.0 
470.7 
NA 

NA 

12,631 
811 

15 

Seagram* 

Canada 

MCA 

Joseph  E  Seagram  &  Sons 

80 
100 

entertainment 
beverages 

5,772 
3,595 
9,367 

NA 

3,275.0 

9,997 
12,854 

16 

KLM  Royal  Dutch  Airlines* 

Netherlands 

Northwest  Airlines* 

20 

airline 

9,085 

392.0 

8,412 

17 

Honda  Motor* 

Japan 

Honda  of  America  Mfg 

100 

automotive 

9.000E 

NA 

NA 

Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.  *Publicly  traded  in  the  U.S.  in  shares  or  ADRs. 
E:  Estimate.  NA:  Not  available. 
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1995  Foreign  investor  Country  US  investment  %     Industry  Revenue   Net  income  Assets 

rank  owned  ($mil)       ($mil)  ($mil) 


18 

Philips  Electronics  NV* 
PolyGram  NV* 

Netherlands 
Netherlands 

Philips  Electronics  N  Amer 
PolyGram  (North  America) 

100 
100 

electronics 
music 

7,435 
1,279 
8,714 

453.3 
NA 

4,055 
1,937 

1  Q 

bayer  Mb 

uci  iiidiiy 

Ddyei  ouip 

Monsanto  (styrenics  plastics) 

inn 

1UU 

100 

hoolth  riro   phorn ii^olc 
Med  1 1(1  Idle.  UlcilllLdlS 

plastics 

7  Q?1 

663 
8,584 

997  ^ 

III  .j 

NA 

fl  9RG 

NA 

20 

Dplhaize  "Le  Lion" 

L/C  1 1  IO 1  it      LC    1—  lul  1 

Rplpinm 

Food  Lion* 

Super  Discount  Markets 

26 
60 

sunprmarkpK 
supermarkets 

8,211 
293 
8,504 

172.4 
0.4 

2,645 
NA 

21 

Hanson* 

UK 

Hanson  Industries 

100 

chemicals,  mining,  aggregates 

7,890 

NA 

9,628 

22 

Siemens  AG* 

Germany 

Siemens  Corp 

100 

electronics 

7,850 

21.9 

NA 

nnone-rouienc  jh 

lldlUc 

miuiic-njuiciic  nuici 
Rhone-Poulenc  Inc 

DO 

100 

pildlllldlcUUCdlb 

chemicals 

J,  LHL 

2,400 
7,542 

J  JO. 3 

NA 

0, 30/ 

NA 

24 

British  Airways* 

UK 

USAir  Group* 

21' 

airline 

7,474 

119.3 

6,955 

25 

AXA 

France 

Equitable  Cos* 

61 

insurance,  invest  banking 

7,274 

350.2 

113,749 

26 

Ciba-Geigy  Ltd* 

Switzerland 

Ciba-Geigy  Corp 
Chiron* 

100 
47 

chemicals,  drugs 
biotechnology 

5,293 
1,101 
6,394 

NA 

-512.5 

NA 

1,490 

27 

News  Corporation  Ltd* 

Australia 

News  America 

100 

media,  publishing 

6,318 

NA 

10,226 

28 

BASF  AG* 

Germany 

BASF  Corp 

100 

chemicals,  plastics 

6,200 

NA 

NA 

29 

Bridgestone* 

Japan 

Bridgestone/Firestone 

100 

tire,  rubber 

6,141 

130.0 

NA 

30 

Nissan  Motor* 

Japan 

Nissan  Motor  Mfg  USA 

100 

automotive 

6.100E 

NA 

NA 

31 

BCE* 

Northern  Telecom  Ltd* 

Canada 
Canada 

Jones  Intertable* 
Northern  Telecom  Inc 

30 
100 

cable  TV 

telecommunications 

189 
5,812 
6,001 

-21.0 
NA 

860 
3,482 

32 

SmithKline  Beecham  Pic* 

UK 

SmithKline  Beecham  Corp 

100 

drugs,  consumer  products 

5,952 

357.0 

8,840 

33 

Ito-Yokado* 
Seven-Eleven  Japan* 

Japan 
Japan 

Southland* 

65 

convenience  stores 

5,825 

167.6 

2,081 

34 

Daimler-Benz* 

Germany 

Freightliner 
Siliconix* 

ABB  Daimler-Benz  Transp  (US) 
ElectroCom 

100 
80 
50 

100 

automotive 

semiconductors 

rail  systems 

mail  sorting  equipment 

4,960 
250 
204 
191 

5,605 

NA 

24.2 
NA 
NA 

NA 
208 
NA 
NA 

35 

ING  Group* 

Netherlands 

ING  Insurance  US 
ING  Bank  US 

100 
100 

insurance 
banking 

5,230 
336 
5,566 

NA 
NA 

NA 
NA 

36 

ABB  AB* 
ABB  AG* 

ABB  Asea  Brown  Boveri 

JVVCU  CI  1 

Switzerland 
Switzerland 

ABB  Inc 

ABB  Daimler-Benz  Transp  (US) 

100 
50 

electrical  equipment 
rail  systems 

5,200 
204 
5,404 

NA 
NA 

4,100 
NA 

37 

Henkel 

Germany 

Clorox* 
Ecolab* 

Henkel  of  America 
Loctite* 

29 
24 
100 
33 

household  products 
institutional  cleaning 
chemicals 
chemicals 

1,984 
1,341 
1,178 
785 

200.8 
99.2 
NA 
83.9 

1,907 
1,061 
1,540 
716 

5,288 


Note:  Some  foreign  investors  on  the  own  U.S.  companies  indirectly  through  companies  in  italics.  *Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  'Total  voting 
interest  through  preferred  stock.  E:  Estimate.  NA:  Not  available. 
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Connector?  It  looks  like  a  computer.  Well,  not  to  someone  from  AMR  because,  as  the  world's  premier  connector 
company,  our  people  have  been  stretching  the  concept  of  connectors.   Usually  thought  of  as  pieces  of  plastic  and 
metal  sitting  between  cables  and  circuit  boards,  connectors  are  being  redefined.  We're  broadening  their  definition 
to  include  entire  signal  paths.  For  example,  we  see  the  one  between  a  keyboard  and  the  computer  screen  as  one 
long  connector.  This  broader  definition  is  the  basis  for  our  future  direction. 
By  building  on  our  traditional  strengths,  we've  added  technologies  that  fit  into 
our  vision  -  technologies  like  sensors,  switches,  optoelectronics,  circuit  boards, 
and  wireless  components.  And  rocky,  we're  bringing  these  technologies  together 
to  create  proven  connectivity  systems  that  our  customers  am  incorporate  into 
their  designs,  helping  them  reduce  costs  and  speed  their  product  development. 
So  while  not  everyone  would  think  of  a  computer  as  a  connector,  our 
customers  benefit  because  our  people  do. 

AMP  Incorporated,  Hamsburg,  PA  17105-3608.  Contact  your  regional  center:  USA  1-800-522-6752. 
Canada  905-470-4425.  England  44-1753-676800.  Singapore  65-482-031 1.  Japan  81-44-813-8502. 


Connecting 

Hat  a 
IGHER 

level. 


1995 
rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

38 

Robert  Bosch  GmbH 

Germany 

Bosch  Braking  Systems 
Robert  Bosch  Corp 
S-B  Power  Tool ' 
Vermont  American 

100 
100 
50 
50 

braking  systems 
auto  parts,  machinery 
power  tools 
garden  tools 

2,100 
2,016 
631 
502 
5,249 

NA 

62.8 
51.6 
16.7 

NA 
1,173 
NA 
NA 

39 

Glaxo  Wellcome  Pic* 

UK 

Glaxo  Wellcome  Inc 

100 

pharmaceuticals 

5,223 

NA 

NA 

40 

Zurich  Insurance  Group 

Switzerland 

Zurich  Insurance  Group  (US) 
Zurich  Reinsurance  Centre* 
Kemper 

100 
65 
100 

insurance 
insurance 
insurance 

4,200 
616 
374 

5,190 

181.1 
43.4 
-244.5 

11,300 
1,900 
11,402 

41 

Anglo  Amer  of  S  Africa* 
De  Beers  Centenary 
Minorco* 

South  Africa 
Switzerland 
Luxembourg 

Engelhard* 
Terra  Industries* 

32 
52 

metals 
agribusiness 

2,840 
2,216 
5,056 

137.5 
163.9 

1,646 
1,868 

42 

Jefferson  Smurfit  Group* 
Smurfit  International 

Ireland 
Netherlands 

Jetferson  Smurfit  Corp* 

47 

paper,  packaging 

4,903 

247.0 

2,783 

43 

Allianz  AG 

Germany 

Fireman's  Fund 
Allianz  Life 

Allien;  IrKiiranpp 
nil  Id  1  \L  II 1  ou  1  d  1 IL-C 

Jefferson  Insurance 

100 
100 
100 
100 

insurance 
insurance 

in  ^ti  ra  nrp 

1 1 1  o  U  1  a  1 1  Lt 

insurance 

3,532 
1,042 
134 
120 
4,828 

-280.0 
87.0 
25.0 
10.0 

15,189 
13,829 
1,350 
404 

44 

BTR  Pic* 

UK 

BTR  (US) 

100 

construction,  controls 

4,740 

NA 

NA 

45 

Prudential  Corporation  Pic* 

UK 

Jackson  National  Life 

100 

insurance 

4,709 

156.6 

24,100 

46 

Fujitsu  Ltd* 

Japan 

Fujitsu  (US) 
Amdahl* 

100 
43 

electronics 
computer  systems 

3,100 
1,516 
4,616 

NA 
28.5 

NA 

1,708 

47 

Roche  Holding* 

Switzerland 

Hoffmann-La  Roche 
Syntex  (USA) 
Genentech* 

100 
100 

67 

drugs,  chemicals 
pharmaceuticals 
biotechnology 

3,715 

857 
4  572 

*t,  J  1  L 

NA 
146.4 

NA 

2,011 

48 

Sandoz  Ltd* 

Switzerland 

Sandoz  (US) 
Gerber  Products 

100 
100 

drugs,  agribusiness 
baby  foods 

4,259 

NA 

NA 

49 

Electrolux* 

Sweden 

White  Consolidated  Inds 

100 

appliances 

4,248 

NA 

NA 

50 

Saint-Gobain 

France 

Ball-Foster  Glass  Container 

CertainTeed 

Norton 

58 
100 
100 

glass  containers 
building  materials 
ceramics,  abrasives 

1,500 
1,428 
1,300 
4,228 

NA 
NA 
NA 

1,259 
NA 
NA 

51 

Dalgety 

UK 

Martm-Brower  Company 

Pin  Imnrnwomont 
rig  IIHplUVcHICNl 

100 
inn 

1  uu 

food  distribution 

pig  UlccUlllg 

4,081 
14S 
4.226 

NA 
NA 

NA 
NA 

52 

Thomson  Corp 

Canada 

Thomson  US  Holdings 
West  Publishing 

100 
100 

publishing 
publishing 

3,336 
825 
4,161 

NA 
NA 

6,438 
NA 

53 

ABN  Amro  Holding* 

Netherlands 

ABN  Amro  North  America 

100 

banking 

4,087 

NA 

52,730 

54 

Fortis  AMEV* 
Fortis  AG 

Netherlands 
Belgium 

Fortis  Inc 

100 

insurance 

3,923 

NA 

8,145 

55 

AEGON  NV* 

Netherlands 

AEGON  USA 

100 

insurance 

3.900 

NA 

32.400 

Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  In  italics.  *Publ icly  traded  in  the  U.S.  in  shares  or  ADRs.  E:  Estimate. 
NA:  Not  available. 
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healthsouth  approves 
unique  partnership 
Opportunity. 


V  m 

m        RICHARD  SCRUSHY  ■ 

W ,  Chairman  of  the  Board  and  CEO,  « 

Y  HEALTHSOUTH  Corporation 


"A  huge  amount  of  goodwill  has  taken  over 
all  the  employees  of  HEALTHSOUTH  since  our 
affiliation  with  United  Cerebral  Palsy.  So  much  so, 
that  we  highly  recommend  other  companies  acquire 
a  relationship  with  UCP  as  a  charitable  partner." 

"Here  at  HEALTHSOUTH,  we've  been  a 
partner  with  United  Cerebral  Palsy  for  more  than 
eight  years.  Over  that  time,  we've  joined  hands  with 
UCP  to  create  programs  that  have  added  to  the  sense 
of  community  within  our  company.  We're  working  to 
create  opportunities  for  people  with  disabilities  and 
helping  them  realize  their  full  potential." 


"For  example,  with  more  than  30,000  employees 
nationwide,  HEALTHSOUTH  was  instrumental  in 
producing  the  World's  Largest  Line  Dance.  All  across 
America,  HEALTHSOUTH  employees  kicked  up  their 
heels  to  raise  more  than  a  quarter  of  a  million  dollars 
for  UCP.  And  throughout  the  year,  we  work  as  a 
team  to  find  additional  ways  to  help  reduce  the 
challenges  faced  by  people  with  cerebral  palsy." 

"So  if  your  company  is  looking  for  rewarding 
opportunities,  we'd  like  to  suggest  that  you  call 
United  Cerebral  Palsy  today.  And  share  in  a  great 
partnership." 


ucp 

You  see  people.  We  see  promise. 


FOR  MORE  INFORMATION  ON  BECOMING  A  CORPORATE  SPONSOR,  CALL  1-800-944-4UCP 


Sponsored  In  the  UCP  Volunteer  Corporate  Advisor)  <:<nn 


THE  fuO  LARGEST  FDHtlbH  INVESTMENTS  IN  IHE 


1995 
,  rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 

(Smil) 

Net  income 
($mil) 

Assets 
(Smil) 

56 

Germany 

oonsoi  tnergy 
Vista  Chemical 
Heidelberg  Harris 
American  NuKEM 

OU 

100 
100 
100 

coal  mining 
chemicals 

industrial  machinery 
waste  management 

9  inn 
1,012 
380 
185 
3,877 

MA 

NA 
NA 
NA 
NA 

NA 
NA 
NA 

57 

Imperial  Chemical 
Industries* 

UK 

ICI  American  Holdings 
ICI  Explosives  USA 

100 
100 

coatings,  chemicals 
explosives 

3.800E 

NA 

NA 

58 

Petrofina* 

Belgium 

Fina* 

86 

energy 

3,607 

104.4 

2,488 

59 

Pechiney  SA 
Pechiney  International 

France 
France 

American  National  Can 
Other  companies 

100 
100 

packaging 
metals  distribution 

3,305 
127 
3  43? 

NA 
NA 

4,526 
NA 

en 

i  nomson  oh 

nance 

i  nomson  iviuitimeoia 

mn 

consumer  electronics 

i  innr 
o,4uut 

NA 
MR 

MA 
HA 

61 

Brascan* 
Noranda 

Trilon  Financial 

Canada 
Canada 

Canada 

Noranda  Aluminum 
Noranda  Mining  and  Exploration 
Noranda  Forest 
Trilon  Financial  (US) 

100 
100 
66 
100 

aluminum 
mining 

paper,  lumber 
financial  services 

1,581 

698 
1,039 
3,318 

NA 

NA 
NA 

1,083 

596 
2,267 

62 

Bertelsmann  AG 

Germany 

Bertelsmann  USA 

100 

printing,  publishing 

3,312 

NA 

NA 

63 

Alcan  Aluminium  Ltd* 

Canada 

Alcan  Aluminum  Corp 

100 

aluminum 

3.306 

123.0 

1,679 

64 

Fuji  Heavy  Industries* 
Isuzu  Motors* 

Japan 
Japan 

Subaru-lsuzu  Automotive 

100 

automotive 

3.300E 

NA 

NA 

64 

Mitsubishi  Motors 

Japan 

Mitsubishi  Motor  Mfg 

100 

automotive 

3.300E 

NA 

NA 

fifi 

DO 

Sun  Life  Assurance  Co 
of  Canada 

Canada 

oun  Lire  s  Uo  ouds 
Sun  Life  of  Canada  (US) 

1  nn 
100 

insurance 
insurance 

1,/DO 

1,462 
3,228 

MA 

35.9 

9cc 
12,500 

67 

Total  SA* 
Total  Petroleum  NA  * 

France 
Canada 

Total  America  Inc 
Total  Petroleum  Inc 

100 
100 

chemicals,  energy 
energy 

878 
2,309 
3,187 

16.6 
-68.3 

1,000 
1,342 

68 

Elf  Aquitaine* 
Sanofi 

France 
France 

Elf  Aquitaine  Inc 
Sanofi  Inc 

100 
100 

hydrocarbons,  chemicals 
health,  beauty  products 

3,171 

NA 

NA 

69 

Volvo* 

Sweden 

Volvo  GM  Heavy  Truck 

Volvo  Construction  Equip  (NA) 

Hnlhprp  Industries 

Volvo  Penta  of  the  Americas 

87 
100 

23 
100 

automotive 
automotive 
fact  food  (IKtrihiitinn 

ICIOl  IUUU  U  I  Jtl  lUUllL'N 

marine/industrial  engines 

1,869 
543 
542 
179 

3,133 

3.0 
14.0 

3.0 
-3.0 

514 
214 
157 
78 

70 

Broken  Hill  Proprietary* 

Australia 

BHP  Petroleum  (Americas) 
BHP  Minerals 
BHP  Copper 

100 
100 
100 

energy 
mining 
mining 

1,319 
3,115 

iJ.  3 

194.9 

1  SQ/I 
1,834 

1,934 

71 

Michael  Otto 

Germany 

Spiegel* 

86 

catalog  retailing 

3,095 

-9.5 

2,274 

72 

Power  Financial 
Great-West  Lifeco 

Canada 
Canada 

Great-West  Life  Assurance  (US) 

100 

insurance 

3,073 

110.2 

18,136 

73 

Manufacturers  Life  Insurance 

Canada 

Manufacturers  Life  Ins  (US) 

100 

insurance 

2,955 

186.5 

15,784 

74 

NKK  Corp* 

Japan 

National  Steel* 

68 

steel 

2,954 

105.4 

2,668 

Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.  *Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  E:  Estimate. 
NA:  Not  available. 
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TRUST.  THE  UNIVERSAL  LANGUAGE 
FOR  SUCCESSFUL  PARTNERSHIPS. 


The  partnerships  you  formed  in  childhood 
tave  contributed  to  your  success  today.  When  you're 
xploring  real  estate  opportunities  12  time  zones  away, 
lobal  partnerships  based  on  trust  are  crucial. 

At  Cushman  &  Wakefield,  we're  relationship- 
•riented,  not  just  transaction-driven.  That's  why  we've 
stablished  a  worldwide  real  estate  services  organiza- 
ion  that  offers  the  same  standard  of  excellence  on  a 
lobal  basis  that  distinguishes  us  in  the  U.S. 


Today  we  provide  real  estate  solutions  tailored  to 
our  clients'  specific  needs  in  more  than  30  countries, 
in  the  major  business  centers  of  the  world. 

Now  that  you're  bigger,  the  world  is  even  smaller. 
To  put  us  to  work  for  you  call  1-800-346-6789. 


CUSHMAN& 

i 

■ 

Improving  your  place 
in  the  world!" 


lijfil  Cushman  &  Wakhhh  d  Worldwide  " 


1995 
rank 

Foreign  investor 

Country 

US  investment 

% 
owned 

Industry 

Revenue 
($mil) 

Net  income 
($mil) 

Assets 
($mil) 

*7C 

/t> 

Tomkins* 

iik 

Ur\ 

M 1 1  r  r  3  \/ 

muifdy 

Smith  &  Wesson 
Tomkins  Industries 

inn 
100 
100 

IdWII  IIIUWclS,  unyucs 

handguns,  handcuffs 
industrial,  consumer  prods 

2,952 

NA 

NA 

76 

Edmond  J  Safra 
Saban 

Switzerland 
Switzerland 

Republic  New  York* 

27 

banking 

2,860 

288.6 

43,882 

77 

IIK 

PirlfPf  Intprnatinnal 
1  ILrtCI  unci  iiaUUlldl 

AB  Dick 

Other  companies 

10(1 
100 
100 

mpriiral  oninnmont 

IllCUIUdl  Clj  Ul  pillCIIL 

office  equipment 

elec  system  &  components 

2,831 

NA 

NA 

78 

Zeneca  Group  Pic* 

UK 

Zeneca  1  nc 

100 

drugs,  agrochemicals 

2,822 

NA 

NA 

/  7 

idle  oc  Lyic 

UK 

AF  91alpu  Ma  n  i  if  art  nrin  a 

nL  Jldlcy  lyla II U 1  aOlUllllg 

Domino  Sugar 
PM  Ag  Products 
Other  companies 

90 
100 
100 
100 

ffinH  Histrih  nrnrpQsino 

IUUU  UlolllU,  p  1  Ut  C  j  .jl  M  ^ 

sugar  refining 
animal  feeds,  molasses 
sugar  processing 

7  7Rfl 

L  .  1  U  U 

NA 

IV1 

NA 

oU 

Bdnk  of  Tokyo-Mitsubishi  Ltd* 

Japan 

UnionBanCal* 

Bank  of  Tokyo-Mitsubishi  Trust 

100 

banking 
banking 

9  1/11 

597 
2,738 

003. 1 

51.4 

97  099 

z/,Ujo 
7,932 

81 

Siebe  Pic* 

UK 

Siebe  Inc 

100 

controls 

2,700 

NA 

NA 

82 

Akzo  Nobel  NV* 

Netherlands 

Akzo  Nobel  Inc 

100 

chemicals,  coatings 

2,694 

NA 

1,902 

83 

Sobey  Parties 

Canada 

Hannaford  Brothers* 

26 

food  distribution 

2,568 

.  70.2 

962 

84 

General  Accident  Pic 

UK 

Genl  Accident  Corp  of  America 

100 

insurance 

2,526 

208.0 

6,969 

85 

RTZ-CRA  Group* 

Australia 

RTZ  America 

100 

mining 

2,451 

437.0 

5,008 

86 

Degussa  AG 

Germany 

Degussa  Corp 

100 

chemicals,  precious  metals 

2,428 

40.0 

732 

87 

Schneider 

France 

Square  D 

100 

electrical  equipment 

2.400E 

NA 

NA 

88 

Regie  Nationale  des  Usines 
Renault2 

France 

Mack  Trucks 

100 

automotive 

2,380 

NA 

NA 

89 

Commercial  Union  Pic 

UK 

Commercial  Union  Corp 

100 

insurance 

2,355 

125.0 

7,590 

90 

J  Sainsbury* 

UK 

Shaw's  Supermarkets 

100 

supermarkets 

2,300 

NA 

NA 

91 

Mazda  Motor 

Japan 

AutoAlliance  International 

100 

automotive 

2.250E 

NA 

NA 

92 

Barclays  Bank  Pic" 

UK 

Barclays  Bank  (US) 

100 

banking 

2,243 

442.0 

24,330 

93 

CS  Holding* 

Switzerland 

CS  First  Boston 

69 

investment  banking 

2,221 

207.0 

133,757 

94 

Ferruzzi  Finanziaria 
Montedison  * 

Italy 
Italy 

Central  Soya 
women  UoA 
Ausimont  USA 

100 
bU 
100 

food  processing 
plastics 

specialty  chemicals 

1,611 

370 

156 
2,146 

57.5 

MA 

24.0 

777 
287 

95 

Royal  Pakhoed 

Netherlands 

Univar* 

28 

chemicals 

2,038 

5.9 

741 

96 

McDermott  International* 

Panama 

McDermott  Inc 

100 

heavy  equipment 

2,027 

-27.0 

3,015 

97 

Skandia  Insurance 

Sweden 

America  Skandia  Life  Assur 

100 

insurance 

1,974 

-7.0 

4,746 

98 

Royal  Insurance  Holdings 

UK 

Royal  USA 

100 

insurance 

1,967 

111.7 

5,601 

99 

Cadbury  Schweppes* 

UK 

Dr  Pepper/Cadbury  N  America 
Cadbury  Beverages 
A&W  Brands 

100 
100 
100 

beverages 
beverages 
beverages 

1,929 

NA 

NA 

100 

Deutsche  Bank 

Germany 

Deutsche  Bank  North  America 

100 

financial  services 

1,901 

NA 

25,978 

Note:  Some  foreign  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics.  'Publicly  traded  in  the  U.S.  in  shares  or  ADRs.  -Available  in 
the  U.S.  to  large  institutional  investors.  E:  Estimate.  NA:  Not  available. 
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By  Monica  Stephens-Feria 


Leaders  of  18  countries  in  the 
Asia-Pacific  region  —  among 
them  the  United  States, 
Japan  and  China  —  will  meet 
in  Manila  this  November  to  map 
out  an  implementation  plan  for 
what  could  be  the  most  sweeping 
trade  agenda  in  history. 

The  goal,  enunciated  in  three 
previous  summits  of  the  Asia- 
Pacific  Economic  Cooperation 
(APEC)  forum,  is  to  create  a  free 
and  open  trading  community  by 
2010  for  industrialized  members 
and  by  2020  for  developing 
countries.  APEC's  populous 
region  already  accounts  for  56% 
of  global  output  and  includes  the 
fastest-growing  economies. 

The  "Action  Agenda"  formu- 
lated in  Osaka  last  year  calls  for 
comprehensive,  simultaneous 
liberalization  of  trade  and  invest- 


i  ments,  and  harmonization  of 
J  standards  and  procedures  to  facili- 
tate business  across  the  region's 
diverse  geographic  and  cultural 
areas.  It  includes  a  technical 
cooperation  component  aimed  to 
help  less  developed  economies 
i  catch  up  and  recognizes  the  need 
for  flexibility.  No  one  expects  the 
|  process  to  be  easy. 

The  forum  also  includes 
\  representatives  from  Australia, 
!  Brunei  Darussalam,  Canada, 
!  Chile,  China,  Hong  Kong, 
|  Indonesia,  Republic  of  Korea, 
|  Malaysia,  Mexico,  New  Zealand, 

Papua  New  Guinea,  the 
I  Philippines,  Singapore,  Chinese 
|  Taipei  and  Thailand. 

The  approaching  summit  is 
j  the  first  step  in  transforming 
I  visions  into  reality.  Members  will 
I  bring  to  Manila  their  individual 


action  plans  in  line  with  the 
APEC  agenda.  This  could 
include  speeding  up  plans  to 
lower  subsidies  and  tariffs  made 
under  the  General  Agreement  on 
j  Tariffs  and  Trade  (GATT),  as 
well  as  the  liberalization  of  a  new 
slew  of  investment  areas.  On 
business  facilitation,  numerous 
preparatory  meetings  already 
have  initiated  some  discussion  on 
such  topics  as  customs  valuation, 
!  contract  bidding  rules,  labeling 
!  and  the  standardization  of 
products  —  from  electric  voltage 
for  electronics  to  the  various  sizes 
\  of  rubber  gloves. 

Although  the  forum  operates 
through  consensus  rather  than 
formal  treaty  negotiations, 
Philippine  President  Fidel 
!  Ramos,  this  year's  host,  said  the 
I  unveiling  in  November  of  the 
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The  Philippines,  as  host  of  APEC  19%,  is  clear  about  its  tasks. 

As  APEC  Chair,  we  are  supporting  the  foundation  of  a  development  philoso- 
phy that  calls  for  stronger  regional  cooperation,  greater  private  sector  participa- 
tion, trade  and  investment  liberalization  and  facilitation  and  the  promotion  of 
economic  and  technical  growth  in  a  multi-economy  forum  characterized  by 
cultural  diversity  and  varied  levels  of  scientific  and  technological  development. 

As  APEC  host,  we  also  want  the  world  to  know  that  the  Philippines  is 
"Open  for  Business"  and  "Means  Business"  —  at  the  Gateway  of  Asia  Pacific. 
We  have  instituted  economic  reforms  and  social  equity  measures  to  make  the 
Philippines  more  attractive  and  profitable  for  foreign  and  local  investors.  We  have  improved  the 
regime  of  incentives  for  foreign  investors.  We  have  dismantled  monopolies,  cartels  and  other 
protectionist  structures.  We  have  liberalized  telecommunications,  banking,  insurance  and  land, 
sea  and  air  transportation  and  our  foreign  exchange  transactions.  We  want  the  Philippines  to  be 
globally  competitive. 

It  is  our  responsibility  as  Chair  to  chart  the  future  course  that  APEC  leaders  have  visualized. 
This  is  why  we  have  launched  MAPA  96  —  the  Manila  Action  Plan  for  APEC  in  1996. 

Come  to  the  Philippines.  We  have  lined  up  important  conferences  leading  up  to  the  APEC 
Leaders'  Summit  in  November  of  this  year.  Experience  and  enjoy  the  well-known  Filipino  hospitality. 
Take  part  in  the  mutually  beneficial  programs  of  Philippine  development  under  a  stable  and 
functioning  democracy. 

FIDEL  V.  RAMOS 
President,  The  Philippines 
June  1996 


BUSINESS  CONGRESSES  LEADING  UP  TD  APEC 


September  1-4 
Asia  Pacific  Young 
Entrepreneurs  Congress 

Venue:  Makati 
Contact:  Department  of 
Foreign  Affairs 
Mr.  Elegio  Cabasug 
Tel.:  (632)  834-3100/ 

834-3202 
Fax:  831-8988 


September  2-6 
APEC  Business  Congress: 
Asia  Pacific 
Business  Network 

Venue:  Manila/Cebu 
Contact:  Philippine 
Chamber  of  Commerce 
and  Industry 
Mr.  Benigno  Ricafort 
Tel.:  (632)  833-8591/92 
Fax:  833-8895 


October  13-17 
1996  World  Conference  of 
Intl.  Federation  of  Customs 
Brokers  Associations 

(with  subcommittee  on 
customs  procedures  and 
practices  within  APEC) 
Contact:  Philippine 
Chamber  of  Commerce 
and  Industry 
Atty.  Alejandro  Dizon 
Tel.:  (632)  833-8591/92 
Fax:  833-8895 


November  21-24 
APEC  Business  Forum 

Contact:  APEC 

Foundation  of  the 

Philippines 

Mr.  Roberto  Romulo 

Tel.:  (632)  893-9619/ 

893-5474 
Fax:  892-3969/892-9448 


PROPERTY  DEVELOPERS  in  the 
Philippines  are  on  a  roll.  When 
Fil-Estate  Land  Inc.  (FELI) 
launched  its  upscale  Forest  Hills 
residential  estate  and  golf  club  in 
an  eastern  Manila  suburb  last  year, 
95%  of  the  238-hectare  project 
sold  out  in  the  first  week,  generat- 
ing over  a  billion  pesos  (about 
$38  million*).  Some  85% 
to  90%  of  the  buyers  paid 
in  cash. 

With  new  confidence 
in  the  country's  resurgent 
economy  and  political  sta- 
bility, buyers  also  lapped 
up  every  single  square 
meter  of  high-end  condo- 
miniums and  over  95%  of 
mid-market  high-rise 
apartments  completed  by 
various  developers  in 
1995.  The  construction 
industry  marked  its 
second  year  of  double- 
digit  growth. 

The  15-year-old 
Fil-Estate  Group,  newly 
listed  on  the  Philippine 
Stock  Exchange,  has  benefited 
greatly  from  the  boom.  Revenues 
skyrocketed  by  1 ,352%  to  3.2  bil- 
lion pesos  last  year,  while  assets 
climbed  from  607  million  to  5  bil- 
lion pesos.  Shares  offered  to  the 
public  for  PI 9.50  last  November 
are  trading  between  P33  and  P34. 

The  right  timing  and  trend- 
setting  innovation  help  account  for 
FELI's  spectacular  performance. 
In  1 990,  when  the  country  was  still 
reeling  from  power  shortages  and 
political  uncertainty,  Fil-Estate 
leaders  boldly  launched  the 
country's  first  integrated  residen- 


tial, commercial  and  leisure  estate 
just  south  of  Manila.  Its  unique 
feature  was  a  36-hole  world-class 
golf  course  designed  by 
international  golf  master  Jack 
Nicklaus.  Land  that  sold  for 
P3,000/square  meter  is  now  worth 
P 1 0,000/square  meter  Golf  club 
shares  that  went  for  P800.000  now 
sell  for  P3  million  each. 


FIL  ESTATE  PROJECT  LOCATIONS  NATIONWIDE 


Reducing  Risk  Without 
Stifling  Growth 

Also  among  its  standout  strengths 
FELI  boasts  the  biggest  in-house 
sales  force  in  the  country  and 
a  virtually  debt-free  financial 
structure.  FELI  has  painstakingly 
recruited  and  trained  over  30,000 
sellers  nationwide.  During  the 
country's  crisis  years,  when 
interest  rates  fluctuated  wildly, 
FELI  minimized  debt  exposure  by 
entering  into  joint  ventures  with 
landowners. This  cut  out  the  large 
amounts  of  money  needed  for 
land  —  75%  of  FELI's  6,259 


hectares  of  landbank  involve  such 
partnerships.  The  company,  which 
includes  two  wholly  owned  prop- 
erty subsidiaries  and  controlling 
interest  in  five  marketing  firms, 
raised  P2.7  billion  in  its  initial 
public  offering  last  year  and  has 
delivered  the  highest  return  on 
equity  among  the  listed  real  estate 
companies  in  the  past  two  years 
(54%  in  1 994  and  37% 
last  year). 

FELI  President  and  Chief 
Executive  Officer  Robert 
Sobrepena  sees  the  boom 
continuing  another  two  to 
three  years  and  leveling  off 
only  moderately  as  the 
country  continues  its  climb 
to  newly  industrialized 
status.  He  and  his  co- 
founders,  Board  Chairman 
Ferdinand  Santos  and  Vice 
Chairman  Noel  Carino, 
are  now  leading  their 
growing  conglomerate  into 
allied  fields  such  as  con- 
struction of  the  ambitious 
metro  rail  and  the  com- 
mercial development  of  its  stations. 

Continuing  innovation,  market- 
ing strength,  high  creditworthiness 
and  its  young  and  enthusiastic 
organization  are  the  aces  FELI's 
leaders  will  play  as  Fil-Estate 
further  diversifies  products  and 
investments  and  raises  its  sights 
beyond  Philippine  shores  to  the 
fast-opening  Asia-Pacific  market. 

*  US$1  =  P26.2 


Fil-Estate 

Group  of  Companies 
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President  Clinton  and  President  Ramos  at  APEC  summit  meeting  in  Bogor,  Indonesia,  November  1994. 


Manila  Action  Plan  should  dispel 
the  notion  that  APEC  is  a  mere 
"talk  shop  for  governments." 
The  subtheme  of  this  year's 
meeting  is  "APEC  Means 
Business"  and  its  highlight  will 
be  the  first  convening  of  an 
APEC  Business  Advisory  Board. 
A  separate  APEC  Business 
Conference  initiated  by  the 
private  sector  will  also  be  held. 

The  Philippines,  an  archipel- 
ago of  7,100  islands  sprawled 
strategically  off  the  southeast 
Asian  mainland,  is  pulling  out  all 
the  stops  to  accommodate  up  to 
10,000  visitors  for  the  occasion. 
APEC  is  actually  consolidating 
what  is  already  a  widespread 
trend  in  this  former  American 
colony,  which  has  just  recently 
emerged  from  decades  of  crisis. 

Policy  reforms  to  break  up  old 
monopolies  and  open  up  the 
economy  to  foreign  investments 
have  been  stepped  up  since  the 
fall  of  the  Marcos  dictatorship  ten 
years  ago.  Restored  democracy 
and  the  return  of  political  stability 
after  the  country's  first  free  elec- 
tion in  1992  allowed  economic 
restructuring  through  constitu- 
tional reform  and  legislation, 
thereby  guaranteeing  long-term 
public  support.  The  country's 
active  free  press  is  stepping  up 
the  pressure  against  corruption 
and  inefficiency  in  government 
and  law  enforcement. 

The  response  to  these  devel- 
opments has  been  more  than 


encouraging:  The  economy  is  in 
its  third  consecutive  year  of 

:  growth,  exhibiting  surges  in 

j  exports  of  electronics,  garments 

i  and  basic  metals,  as  well  as 
imports  of  capital  equipment  and 
consumer  goods.  With  the  help  of  j 
the  International  Monetary  Fund, 

!  the  country  finally  straightened 
out  its  debt  and  is  able  to  source 

j  money  again  in  commercial 
capital  markets.  The  lifting  of  40 
years  of  foreign  exchange  controls 

I  increased  trading  at  the 

|  Philippine  stock  market  152%, 
the  most  spectacular  performance 
in  the  region  in  1993.  Confidence 
in  the  economy  is  rising  among 

j  the  country's  65  million  people, 
the  largest  English-speaking 
workforce  in  East  Asia. 

The  biggest  problem,  how- 
ever, is  infrastructure  strain. 
The  government  has  already  ear- 
marked more  than  $25  billion  for 
priority  projects  over  the  next  few 
years.  A  pipeline  of  $8.5  billion  in 
development  aid  and  loans  is  also 

!  available.  Even  with  this  fund- 
ing,  the  Philippines  and  many 

i  other  developing  nations  in  the 
region  must  look  to  private  sector 
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Contact:  Peter  Capotosto 
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investment  to  help  bridge  the 
gap.  The  Asian  Development 
Bank  estimates  that  the  region 
will  need  $130  billion  in  annual 
infrastructure  investments  by  the 
end  of  the  decade,  mostly  in  the 
power  sector,  telecommunica- 
tions, transport  and  water  supply. 

The  Bank  and  many  econo- 
mists believe  that  the  region  can 
sustain  its  high  growth  pace  for 
two  to  three  more  decades  if 
it  can  keep  investments  and 
trade  flowing  across  borders. 
Sustaining  growth  means 
increasing  purchasing  power 
and  expanding  new  markets  for 
everyone,  as  well  as  better 
prospects  for  world  peace.  The 
key  is  regional  cooperation. 

Symbolic  of  the  rapidly  inte- 
grating economic  environment 
and  maturing  foreign  relations  in 
the  post-Cold  War  era,  the  lead- 
ers' summit  will  be  held  at  the 
Philippines'  new  Subic  Bay 
economic  and  free  port  zone  — 
formerly  a  U.S.  naval  base  and 
home  port  of  the  Seventh  Fleet. 
With  the  Philippines  tipped  to  be 
the  next  "tiger"  economy  in  the 
East,  the  private  business  sector 
is  pitching  in  heavily  to  make  the 
summit  a  success. 

"It's  sort  of  like  our  coming- 
out  party,"  quipped  property 
developer  Robert  Sobrepena,  whc 
is  one  of  many  emerging  young 
entrepreneurs  in  the  region 
girding  for  a  more  competitive 
new  world. 
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SAN  MIGUEL  CORPORATION 

A  Tradition  of  Leadership 


San  Miguel  Corporation  is  the 
largest  food,  beverage  and 
packaging  company  in  the 
Philippines.  Founded  in  1890  as  a 
small  brewery,  the  company  and  its 
subsidiaries  today  generate  about 
4%  of  the  country's  gross  national 
product  and  about  6%  of  government 
tax  revenues.  It  is  the  nation's  largest 
private  employer,  with  over  30,000 
employees. 

San  Miguel's  principal  businesses 
are  beverages,  foods  and  packaging. 
Among  the  world's  best-selling  beer 
brands,  San  Miguel  Beer  holds  80% 
to  83%  of  the  domestic  market  and 
places  among  the  top  three  in  Asia. 

The  company  also  accounts  for 
three-fourths  of  the  Philippine  soft 
drink  market  and  more  than  half  of 
the  ice  cream  market.  It  supplies 
about  three-fourths  of  the  country's 
glass  container  and  metal  closure 
needs.  San  Miguel's  manufacturing 
operations  extend  to  Hong  Kong, 
China,  Indonesia,  Vietnam  and 
Taiwan.  Its  products  are  exported 
to  more  than  20  countries  around 
the  world. 

Strategic  Alliances 

Through  partnerships  with  major 
international  companies,  San  Miguel 
has  access  to  cutting-edge  technology 
and  expertise.  The  company  has 
long-standing  partnerships  with 
the  Coca-Cola  Company 
and  Nestle  S.A.  of 


San  Miguel  also  maintains  suc- 
cessful joint  ventures  with  the  New 
Zealand  Dairy  Board,  Yamamura 
Glass  Company  Ltd.  of  Japan,  Fuso 
Machine  and  Mold  Manufacturing 
Co.  Ltd.,  Ball  Corp.  of  the  United 
States  (two-piece  aluminum  cans) 
and  Conservera  Campofrio  S.A.  of 
Spain  (processed  meats). 

Diversified  Operations 

Beer  brewing  remains  at  the  heart  of 
San  Miguel's  diversified  operations, 
which  include  five  breweries  in  the 
Philippines.  The  company  also 
produces  soft  drinks,  liquor,  mineral 
water  and  juices. 

San  Miguel's  domestic  food  and 
agribusiness  operations,  which 
comprise  25%  of  sales,  produce  ice 
cream,  milk  and  other  dairy  products; 
basic  and  processed  meats  and 
shrimp;  prepared  food;  and  coconut 
oil  and  animal  feeds. 

In  addition  to  glass  containers 
and  metal  closures,  the  packaging 
business  turns  out  flexible  pouches 
and  laminates,  plastic  crates  and 
corrugated  carton  boxes. 

San  Miguel  is  consistently  one  of 
the  most  profitable  companies  in  the 
Philippines.  In  1995,  the  group  posted 
a  net  income  before 


nonrecurring  items  of  5.38  billion 
pesos  (US$205.4  million*)  on  consol- 
idated net  sales  of  79.2  billion  pesos 
(US$3.02  billion*). 

A  large  part  of  San  Miguel's  suc- 
cess is  due  to  its  extensive  marketing 
and  distribution  network,  which 
ensures  that  the  company's  products 
are  available  even  in  the  remote 
villages  among  the  Philippines'  more 
than  7,000  archipelago  islands. 

Internationalization 

In  the  international  marketplace, 
San  Miguel  is  the  leader  in  the  Hong 
Kong  beer  market  and  a  major  player 
in  China,  where  it  has  three  breweries. 
It  has  a  49%  stake  in  Indonesia's 
second  largest  brewer  and  has 
acquired  a  brewery  in  Vietnam. 

San  Miguel's  century  of  success 
can  be  attributed  to  the  company's 
focused  strategy,  intimate  knowledge 
of  its  markets,  passion  for  quality, 
wide  product  range,  tradition  of 
long-term  orientation  and  solid 
corporate  reputation. 

*  Exchange  rate  as  of  May  29,  1996 
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DESTINATION  PHILIPPINES 


The  Philippines,  an  archipelago 
off  southeast  Asia's  mainland,  is 
positioning  itself  as  the  paradise 
getaway  of  the  East.  Capital  Manila 
lies  an  hour-and-a-half  by  plane  from 
Hong  Kong  and  four  hours  from 
almost  all  other  major  Asian  capitals. 

Of  the  country's  7,100  tropical 
islands,  only  11  are  larger  than  2,500 
square  kilometers.  The  rest  are 
small,  often  uninhabited,  palm- 
fringed  islets  and  limestone  patches 
that  beckon  adventurous  sun  and  sea 
lovers  year  round. 

Luxury  nature  resorts  are  situated 
on  stunning  land  and  seascapes,  such 
as  Palawan  Island,  where  steep  lime- 
stone cliffs  protect  one  of  the  few 
remaining  rain  forests  in  the  region 
and  taper  off  to  spectacular  under- 
water reefs.  Nearby  Boracay  Island, 
a  patch  of  powder-white  sand  in  the 
central  Philippines,  has  been  cited  as 


one  of  the  best  swimming  beaches  in 
the  world.  Luxurious  Amanpulo  is  an 
island  hideaway  worthy  of  kings. 

Tour  guides  say  the  country's  best 
asset  is  still  its  hospitable,  music- 
loving  people,  most  of  whom  speak 
or  at  least  understand  English.  A 
former  colony  of  Spain  and  the 
United  States,  the  Philippines  boasts 
a  culture  that  is  a  unique  blend  of 
East  and  West. 

In  the  nation's  fast-developing 
urban  centers,  its  modern  convention 
facilities  and  bargain  shopping  draw 
hordes  of  visitors.  Golf  tours  are  popu- 
lar; Manila  and  its  suburbs  recently 
developed  the  largest  concentration  of 
first-rate  golf  courses  in  Asia. 

Former  U.S.  military  base  facilities 
are  also  major  tourist  attractions. 
Camp  John  Hay,  once  a  rest  and 
recreation  facility  in  the  northern 
mountain  city  of  Baguio  (elevation 


5,250  ft.),  is  a  favorite  leisure  and 
golfing  destination.  Las  Vegas  casino 
operators  are  setting  up  a  strip  in  the 
former  Clark  Air  Base,  home  of  the 
American  13th  fighter  Wing.  A 
forest  area  just  60  kilometers  north  of 
Manila  that  once  served  as  a  jungle 
survival  school  for  U.S.  pilots  is  being 
developed  as  a  trekking  destination  at 
Subic  Bay,  the  former  home  port  of 
the  Pacific  Seventh  Fleet. 

To  spur  development  of  fine 
tourist  facilities,  the  government 
allows  100%  foreign  ownership  in 
resorts,  with  additional  tax  breaks  and 
incentives  for  those  locating  in  prior- 
ity tourism  zones.  Philippine  Tourism 
Secretary  Mina  Gabor  hopes  that  the 
more  liberalized  air  transport  regula- 
tions, on  the  docket  for  APEC  discus- 
sions, will  allow  even  more  people  to 
come  visit  these  beautiful  islands. 

— i  Monica  Stcphens-Veria 


Philippines  [fil'a  penz']  paradise, 
clear  blue  skies.white  sand  beaches, 
glimmering  coastlines.breathtaking... 


Renderings  of  the  North  Triangle  Metro  Depot  and  Commerical  Center 

Metro  Rail 
Transit  Corporation 


In  Manila,  as  in  other  booming  Asian 
capitals,  horrendous  traffic  jams  point  to 
the  downside  of  rapid  progress  —  that 
infrastructure  has  not  kept  up  with 
economic  revival  and  population  growth. 

To  meet  enormous  requirements 
for  new  infrastructure,  the  Philippine 
government  has  launched  a  massive 
privatization  program  with  measures  to 
encourage  foreign  investment, 
deregulate  many  sectors  and  sell  off 
public  holdings.  In  1993,  a  new  law 
endorsed  Build-Operate-Transfer 
schemes  for  investors  in  public  utilities, 
offering  credit  guarantees  and  negoti- 
ated returns. 

With  this  support,  a  consortium  of 
seven  leading  Filipino  firms  organized 
the  Metro  Rail  Transit  Corporation 
MRTC)  with  the  task  of  building  a  17.8- 
dlometer  metro  rail  system  to  ease  the 
'ush-hour  gridlock  and  pollution  on 
Vletro  Manila  streets.  The  MRTC's 
seven  member  firms  are  Fil-Estate 
Vlanagement,  Inc.;  Ayala  Land,  Inc.; 
^nglo-Philippines  Oil  and  Mining  Corp.; 
^amcar,  Inc.;  Greenfield  Development 
Corp.;  Allante  Realty  and  Development 
3orp;  and  DBH,  Inc.  Construction  has 
:een  farmed  out  to  Sumitomo 
Corporation  and  Mitsubishi  Heavy 
ndustries  of  Japan  on  a  turnkey  basis. 
CF  Kaiser  Engineering  of  the  U.S.  has 
Deen  appointed  as  the  project  manager 
:or  the  rail  construction  and  J. P.  Morgan 
A/ill  act  as  its  financial  adviser. 


Scheduled  to  be  fully  operational  in 
1998,  the  $700  million  project  was  under- 
taken through  a  build-lease-transfer 
scheme.  While  the  consortium  will 
handle  building  and  maintenance,  the 
government,  through  the  Department  of 
Transportation  and  Communications,  will 
operate  the  system  under  a  lease 
arrangement.  After  25  years,  the  facilities 
will  be  turned  over  to  the  government. 

Using  state-of-the-art  technology, 
seven  power  stations  will  ensure  a 
steady  supply  of  electricity  for  the 
trains.  Initially,  70  light  rail  vehicles  will 
carry  up  to  600,000  passengers  a  day. 
This  expandable  system  will  be  part  of 
a  circumferential  and  arterial  transit 
network  that  eventually  will  be  able  to 
carry  one  million  people. 

The  rail  line  will  run  through 
Manila's  busiest  artery,  named  EDSA, 
which  links  the  northern  and  southern 
gates  of  Metro  Manila.  An  estimated 
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2.3  million  commuters,  about  a  million 
of  them  using  public  transportation,  ply 
this  route  daily. 

A  commercial  complex  within  a 
planned  16-hectare  new  business 
district  will  be  built  at  one  end  of  the 
metro  rail  by  an  MRT  subsidiary  group. 

The  project  will  provide  significant 
employment  and  business  opportunities 
and  will  help  clear  the  traffic  bottleneck, 
speed  up  commutes  and  give  residents 
more  time  for  leisure. 

Meanwhile,  other  ongoing  infra- 
structure projects  in  the  Philippines 
include  a  skyway  linking  the  metropolis 
to  an  emerging  industrial  zone  in 
provinces  to  the  south  of  Manila,  a  rail 
line  running  north  to  two  other  big 
industrial  and  free  trade  zones,  as  well 
as  airports  and  shipping  ports  all  over 
the  archipelago. 

For  more  information  on  future 
investment  opportunities  or  options, 
fill  out  the  reader  service  card 
or  contact: 

Atty.  Paul  Daza 

Vice  President,  Corporate  Affairs 
Peninsula  Court,  8735  Makati  Ave. 
Makati,  Philippines 
Telephone:  (632)  840-1243  to  50 
Fax:  (632)  840-0810 
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International 

investing 
made  easy 


By  Robert  J.  Sherwood 

You  don't  have  to  speak  a  foreign  language  or  pay  a  cur- 
rency conversion  fee  in  order  to  place  your  capital  abroad. 
There  are  at  least  1,500  programs  through  which  shares 
in  foreign  firms  can  be  bought  and  sold,  in  dollars,  in  the 
U.S.  These  trade  in  the  form  of  American  Depositary 
Receipts.  A  few  dozen  (Royai  Dutch/Shell  and  Sony 
among  diem)  are  listed  on  the  New  York.  Stock  Exchange. 

Join  the  crowd.  With  U.S.  equities  trading  at  record  lev- 
els, investors  are  paying  more  attention  to  foreign  securities. 

"American  investors  realized  that  they  needed  to  do  a 
better  job  in  finding  larger  returns  elsewhere,"  says 
Kenneth  Lopian,  senior  vice  president  of  the  Bank  of  New 
York's  Depositary  Receipts  Division.  He  estimates  that  at 
least  a  third  of  all  foreign  shares  are  held,  directly  or  indi- 
rectly, by  U.S.  investors.  ADR  trading  volume  reached  10 
billion  shares  in  1995,  a  37%  increase  over  1994. 

An  ADR  is  a  sort  of  claim  check  on  a  pile  of  shares.  The 
shares  are  in  the  custody  of  a  bank  in  a  foreign  country. 
The  custodian  collects  the  dividends  and  sends  them  to 
a  U.S.  bank,  which  generally  converts  them  into  dollars 


and  sends  checks  to  ADR  holders.  Depending  on  the  ADR, 
fees  set  by  the  sec  (such  as  not  more  than  2  cents  per 
ADR  for  cash  distributions)  are  paid  by  the  broker,  the 
investor  or  the  company  that  issued  the  shares. 

The  strong  level  of  interest  in  ADRs  is  spilling  over  into 
the  market  for  new  issues.  Last  year  103  foreign  compa- 
nies raised  $12  billion  in  the  U.S.  via  ADRs  and  gdrs 
(Global  Depositary  Receipts).  Notable  among  them 
were  design  house  Gucci,  which  raised  $482  million, 
and  sap,  a  German  software  company,  which  raised  $124 
million.  Several  state-owned  utilities,  such  as  Portugal 
Telecom  (Portugal),  Telefonica  (Spain),  and  eni  (Italy), 
were  privatized  in  1995  and  now  have  U.S. -traded  ADRs. 

Some  picks  for  the  rest  of  1996?  Vivian  Lewis,  editor 
of  the  New  York-based  Global  Investing  newsletter,  likes 
Sega  Enterprises,  whose  children's  PC  could  turn  out  to 
be  a  hot  Christmas  toy  this  year,  and  Tele  Danmark,  the 
Danish  phone  company.  m 


Exch  Company/business 

Country 

ADR 

% 

-EPS  

P/E 

Yield 

Ordinary 

price 

!  change 

1995 

1996E 

1996E 

(%) 

shares 

( 

$US 

)       1  year 

-  . 

($) 

($) 

per  ADR 

o      ABN-Amro  Holding/banking 

Netherlands 

55'/4 

45.9* 

4.79 

4.82 

11.5 

3.8 

1.00 

n  Ahold/retailing 

Netherlands 

533/< 

56.3 

2.33 

2.40 

22.4 

1.0 

1.00 

q      Akzo  Nobel  Group/chemicals 

Netherlands 

605/8 

-0.2 

5.76 

5.47 

11.1 

3.4 

0.50 

n      Alcatel  Alsthom/elec  &  electronics 

France 

18'/4 

0.7 

-6.81 

0.26 

69.1 

2.5 

0.20 

n      Asia  Pulp  &  Paper/forest  products 

Singapore 

12'/4 

14.0 

3.86 

1.20 

10.2 

0.0 

4.00 

o      Astra/personal  care  prods 

Sweden 

45 

53.9 

1.99 

2.37 

19.0 

1.0 

1.00 

o      Autoliv/auto  supplies 

Sweden 

287/8 

7.2 

1.65 

2.00 

14.5 

1.2 

1.00 

n      Automated  Security/elec  &  electronics 

UK 

m 

-40.0 

-0.37 

0.30 

3.8 

0.0 

2.00 

a      B.  A.  T  Industries/multi-industry 

UK 

16 

2.8 

1.50 

1.58 

10.2 

5.3 

2.00 

q      Baan/business  services 

Netherlands 

36 

53.2 

0.17 

0.30 

NM 

0.0 

1.00 

Prices  as  of  May  31.  'Price  change  less  than 

12  months,  a:  American  Stock  Exchange,  n: 

New  York  Stock  Exchange.  0: 

Over-the-counter. 

q:  Nasdaq.  NM:  Not  meaningful. 
Sources:  The  Bank  of  New  York;  IBES  Express;  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  Forbes. 
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Exch  Company/business 


Country 


ADR 

price 
($US) 


% 
change 
one  year 


1995 
($) 


-EPS- 


1996E 

($) 


P/E 
1996E 


Yield 

(%) 


Rank  nf  TnU 


pi  h  "-»«-•  i hi    iwn^v  iniMuwidiiii  uunniiig  japan 

o  ■  BASF  Group/chemicals  Germany 

n      Bass/bev  &  pubs  UK 

o      Bayer  Group/chemicals  Germany 

n      Benetton/textiles,  apparel  Italy 

n      British  Airways/airline  UK 

n      British  Gas/utility  UK 

n      British  Petroleum/energy  UK 

n      British  Steel/metals-steel  UK 

n      British  Telecomm/telecomm  UK 

n      Broken  Hill  Proprietary/energy  Australia 

n      Cable  &  Wireless/telecomm  UK 

n      Cadbury  Schweppes/food,  household  UK 

q      Canon/data  processing  Japan 

o      Cathay  Pacific  Airways/airline  Hong  Kong 

o  ■  Cheung  Kong/real  estate  Hong  Kong 

o  ■  China  Light  &  Power/utility  Hong  Kong 

n      Coca-Cola  Femsa/bev  &  tobacco  Mexico 

n      Coles  Myer/retailing  Australia 

n      Compania  Tele  de  Chile/telecomm  Chile 

o      CS  Holding  Group/banking  Switzerland 

n      Daimler-Benz  Group/automobiles  Germany 

q  ■  DeBeers  Consolidated/financial  svcs  South  Africa 

o      Deutsche  Bank  Group/banking  Germany 

o      Dresdner  Bank/banking  Germany 

n      Elf  Aquitaine  Group/energy  France 

n      Empresas  ICA/construction  Mexico 

n      ENI/energy  Italy 

n      Fiat  Group/automobiles  Italy 

q  ■  Fuji  Photo  Film/leisure  goods  Japan 

n      Glaxo  Wellcome/pharmaceuticals  UK 

n      Grand  Metropolitan/food,  household  UK 

o      Groupe  Danone/food,  household  France 

o      Groupe  Havas/business  services  France 

n      Gucci  Group/textiles,  apparel  Netherlands 

n      Hanson/multi-industry  UK 

n      Hitachi/elec  &  electronics  Japan 

n      Honda  Motor/automobiles  Japan 

n      Hong  Kong  Telecom/telecomm  Hong  Kong 

o  ■  Hutchinson  Whampoa/multi-industry  Hong  Kong 

n      Imperial  Chemical  Inds/chemicals  UK 

n      Istituto  Mobiliare  Italia/banking  Italy 

q      Ito-Yokado/retailing  Japan 
o      Jardine  Matheson  Hldgs/multi-industry     Hong  Kong 

q  ■  Kirin  Brewery/bev  &  tobacco  Japan 


co/t 

56'/2 
25'/4 
33'/2 
24'/2 

867/s 
29'/2 
103'/4 
263/s 
55 

603/s 
205/s 
30 
98 

9'/4 

73/s 

43/4 

287/s 
29'/4 

9l'/4 
215/8 

543/4 
323/s 
47 
25'/8 

36 

J43/8 

477/8 

175/8 

62'/8 

26'/8 
27 
291* 
213/s 
67'/2 

143/s 
92'/2 
481/8 

181/2 

32'/8 

527/8 
24 
2267/s 

73/4 

124 


-1.0 
32.3 
36.4 
38.9 
26.5 

33.1 
-38.6 
22.2 
-5.9 
-12.1 

19.3 
2.4 
-0.6 
25.7 
27.5 

74.9 
-13.5 
68.6 
16.5 
2.8 

-7.6 
13.3 
29.3 
-3-7 
-9.9 

-10.1 
105.4 

45.5* 
-11.1 

29.5 

12.8 
7.4 
-11.2 
5.1 

40.6* 

-24.1 
-4.3 
62.4 

-13.2 
27.2 

4.6 
29.1 

7.0 
-2.2 
7.4 


0.96 
5.65 
1.38 
2.37 
1.55 

7.70 

1.80 

3.84 

5.50E 

5.00 

2.64 
1.29 
1.96 
3.35 
0.67 

0.72 
0.37 
1.04 
2.16 
5.30 

1.61 
-7.72 
2.38 
2.90 
1.84 

1.90 
0.49 
3.30 
1.35 
2.94 

1.58 
1.84 
1.24 
0.69 
1.65 

1.55 
4.20 
1.50 
1.15 
1.69 

4.68 
1.69 
7.88 
0.72 
4.10 


1.12 

21  1 

0.3 

8.00 

5.17 

10.9 

4.7 

0.20 

1.46 

17.3 

3.4 

2.00 

2.50 

13.4 

4.2 

1.00 

1  77 

1  0  0 

13.8 

n  o 

0.8 

2.00 

7.40 

11.7 

2.9 

10.00 

3.50 

8.4 

9.5 

10.00 

7.44 

13.9 

3.4 

12.00 

4.30 

6.1 

5.3 

10.00 

C  1  A 

D.10 

i  n  o 

6.2 

i  a  nn 

10.00 

3.52 

17.2 

2.7 

4.00 

1.35 

15.3 

2.5 

3.00 

2.16 

13.9 

4.1 

4.00 

3.90 

25.1 

0.6 

5.00 

n  77 
U.// 

12.0 

2.3 

c  aa 
3.00 

0.68 

10.9 

2.1 

1.00 

0.32 

14.9 

3.6 

1.00 

1.20 

24.1 

0.4 

10.00 

1.92 

15.2 

4.8 

8.00 

C  07 

d.j/ 

1/10 

14. J 

O  A 

3.4 

i  7  aa 
1/.00 

1.74 

12.4 

3.7 

0.25 

1.93 

28.4 

0.0 

0.10 

2.80 

11.5 

4.2 

1.00 

3.28 

14.3 

3.6 

1.00 

1  QA 
I.o4 

IOC 

C  f\ 

l.UU 

2.16 

16.8 

5.2 

0.50 

1.01 

14.2 

0.0 

1.00 

3.80 

12.6 

2.9 

10.00 

1.55 

11.3 

1.8 

5.00 

O  CO 

0/1  7 

A  c 
O.b 

0  AA 
2.UU 

1.76 

14.8 

5.2 

2.00 

1.96 

13.8 

4.4 

4.00 

1.90 

15.4 

3.2 

0.20 

0.89 

24.1 

2.9 

0.25 

1  7  1 
l./l 

00  c 

39.5 

A  A 

0.0 

1  AA 

1.00 

1.50 

9.6 

8.1 

5.00 

3.90 

23.7 

1.1 

10.00 

2.08 

23.1 

0.5 

2.00 

1.29 

14.4 

4.7 

10.00 

1.93 

16.6 

2.4 

5.00 

4.92 

10.7 

4.5 

4.00 

1.93 

12.5 

3.9 

3.00 

7.36 

30.8 

0.6 

4.00 

0.73 

10.5 

3.2 

1.00 

3.70 

33.5 

0.9 

10.00 

Prices  as  of  May  31.  ■  Non-sponsored  American  Depositary  Receipt.  *Price  change  less  than  12  months,  n:  New  York  Stock  Exchange. 
O:  Over-the-counter,  q:  Nasdaq.  E:  Estimate. 


Sources:  The  Bank  of  New  York:  IBES  Express;  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  Forbes. 
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Exch  Company/business 

Country 

A 

DR 

% 

EPS 

P/E 

Yield 

Ordinary 

ice 

change 

1995 

1996E 

1996E 

(%) 

shares 

• 

($ 

JS 

)      one  year 

($) 

($) 

per  ADR 

KLM/nirline 

Netherlands 

353/4 

14.5 

3.66 

3.77 

9.5 

3.3 

1.00 

n 

Kloof  Gold  Mining/gold  mining 

South  Africa 

123/4 

14.6 

0.53 

0.32 

40.2 

2.0 

1.00 

0 

Komatsu/machinery  &  eng 

Japan 

190% 

22.3 

3.00 

3.80 

50.1 

0.8 

20.00 

n 

Korea  Electric  Power/utility 

South  Korea 

257/a 

15.6 

0.96 

1.25 

20.7 

1.7 

0.50 

n 

Kubota/machinery  &  eng 

Japan 

1335/s 

-2.7 

3.80 

3.40 

39.3 

0.8 

20.00 

p 

Kyocera/ceramics,  semiconductors 

Japan 

137'/4 

-9.8 

9.10 

6.50 

21.1 

0.8 

2.00 

o 

a  L'Oreal  Group/personal  care  products 

France 

61 

16.1 

2.05 

2.40 

25.4 

1.3 

0.20 

q 

LM  Ericsson/elec  &  electronics 

Sweden 

223/s 

25.1 

0.83 

1.04 

21.5 

1.2 

1.00 

q 

LVMH  Group/bev  &  tobacco 

France 

485/8 

28.3 

1.87 

2.05 

23.7 

2.3 

0.20 

q 

Makita/elec  &  electronics 

Japan 

153/4 

0.6 

0.43 

0.45 

34.9 

1.1 

1.00 

n 

Matsushita  Electric  Indl/appliances 

Japan 

172 

11.0 

-2.80 

5.60 

30.7 

0.7 

10.00 

n 

H 

NEC/elec  &  electronics 

Japan 

55 

3.4 

2.35 

2.20 

25.0 

0.9 

5.00 

0 

Nestle/food,  household 

Switzerland 

563/s 

11.7 

3.15 

3.32 

17.0 

1.9 

0.05 

n 

News  Corp/media 

Australia 

22'/2 

6.1 

1.36 

1.44 

15.6 

0.4 

4.00 

0 

■  Nintendo/video  games 

Japan 

95/s 

27.6 

0.57 

0.41 

23.6 

1.3 

0.13 

n 

H 

Nissan  Motor/automobiles 

Japan 

16'/2 

26.5 

-0.74 

0.14 

NM 

0.8 

2.00 

n 

Norsk  Hydro/energy 

Norway 

47H 

16.1 

4.93 

4.80 

9.9 

1.9 

1.00 

n 

Novo-Nordisk/pharmaceuticals 

Denmark 

34s/s 

29.4 

7.44 

7.92 

4.4 

0.0 

1.00 

q 

Pacific  Dunlop/multi-industry 

Australia 

85/8 

1.9 

0.68 

0.72 

12.0 

8.5 

4.00 

0 

PetroFina/energy 

Belgium 

293/4 

-0.7 

1.70 

1.92 

15.6 

3.8 

0.10 

n 

Philips  Group/appliances 

Netherlands 

35'/2 

-10.6 

4.62 

4.22 

8.4 

2.6 

1.00 

n 

Pioneer  Electronic/appliances 

Japan 

22'/4 

28.1 

-0.58 

-0.08 

NM 

0.4 

1.00 

n 

Portugal  Telecom/telecomm 

Portugal 

24'/s 

28.6* 

1.27 

1.55 

15.6 

2.4 

1.00 

n 

Repsol/energy 

Spain 

341/4 

6.4 

3.15 

3.44 

10.0 

3.9 

1.00 

q 

Reuters  Holdings/media 

UK 

695/8 

55.2 

2.44 

2.70 

25.8 

1.6 

6.00 

n 

Royal  Dutch/Shell  Group/energy 

Netherlands/UK 

152 

21.6 

8.16 

8.39 

18.1 

3.7 

1.00 

o 

SAP/software 

Germany 

451/2 

-14.1* 

0.93 

1.27 

35.8 

0.0 

0.33 

0 

Sega  Enterprises/video  games 

Japan 

ll3/4 

25.1 

0.11 

0.33 

35.5 

0.6 

0.25 

n 

Shanghai  Petrochemical/chemicals 

China 

27'/2 

-18.9 

3.89 

3.83 

7.2 

5.3 

100.00 

n 

SmithKline  Beecham/pharmaceuticals 

UK 

507/s 

27.7 

2.85 

2.95 

17.3 

2.6 

5.00 

o 

So  African  Breweries/bev  &  tobacco 

South  Africa 

30'/2 

6.0 

1.54 

1.54 

19.8 

1.9 

1.00 

n 

Sony/electronics 

Japan 

631/2 

31.7 

1.39 

2.31 

27.5 

0.7 

1.00 

0 

Swire  Pacific/multi-industry 

Hong  Kong 

87/s 

14.7 

0.53 

0.58 

15.3 

2.3 

1.00 

n 

Tadiran/telecomm 

Israel 

27 

62.4 

1.83 

2.38 

11.3 

0.9 

1.00 

n 

Tele  Danmark/telecomm 

Denmark 

247/s 

-12.7 

2.38 

2.20 

11.3 

5.5 

0.50 

n 

Telebras/telecomm 

Brazil 

611/4 

77.1 

2.86 

5.30 

11.6 

2.5 

1,000.00 

n 

Telecom  Corp  New  Zealand/telecomm 

New  Zealand 

647/s 

1.0 

4.03 

4.60 

14.1 

3.5 

16.00 

n 

Telefonica/telecomm 

Spam 

54 

37.2 

3.42 

3.78 

14.3 

3.3 

3.00 

n 

Total  Group/energy 

France 

361/4 

17.2 

0.96 

1.89 

19.2 

3.5 

0.50 

q 

■  Toyota  Motor/automobiles 

Japan 

453/4 

17.9 

1.02 

1.44 

31.7 

0.8 

2.00 

n 

Unilever/food,  household 

UK 

743/s 

-4.1 

5.00 

5.44 

13.7 

3.1 

4.00 

0 

United  Overseas  Bank/banking 

Singapore 

18'/4 

14.1 

0.98 

1.11 

16.4 

1.4 

2.00 

n 

Vodafone  Group/telecomm 

UK 

395/s 

17.4 

1.59 

1.75 

22.6 

1.9 

10.00 

0 

Volkswagen  Group/automobiles 

Germany 

703/4 

26.0 

1.40 

4.06 

17.4 

1.6 

0.20 

n 

YPF/energy 

Argentina 

22 

10.1 

2.25 

1.89 

11.7 

3.6 

1.00 

Prices  as  of  May  31.  ■  Non-sponsored  American  Depositary  Receipt.  *Price  change  less  than  12  months,  n:  New  York  Stock  Exchange. 

o:  Over-the-counter,  q:  Nasdaq.  NM:  Not  meaningful. 

Sources:  The  Bank  of  New  York;  IBES  Express;  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  Forbes. 
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To  keep  up  with  the  accelerating 
pace  of  change,  organizations  are 
being  forced  to  reshape  themselves. 

But  unless  improvements  impact 
all  areas  of  the  enterprise,  the  race 
may  be  over  before  it  starts. 

So  instead  of  focusing  on  just  one 

For  more  information,  please  visit  our  web  site  at  http 


A  wing  and  no  prayer. 

part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  in  an  era  that  demands 

//www.ac.com. 


speed  and  agility,  organizations 
that  don't  transform  are  the  ones 
most  likely  to  end  up  in  the  soup. 

Andersen 
Consulting 


(00  iNTEBNATiOMAL  BABGAI 


Value  plays 
overseas 


By  Danielle  Nguyen 

Forbes  columnist  David  Dreman  has,  for  years,  advocat- 
ed buying  stocks  trading  at  low  multiples  of  their  earn- 
ings. What  if  you  want  to  apply  that  philosophy  abroad? 
This  table  of  foreign  stocks  will  help  you. 

Most  foreign  stocks  are  not  bargains  by  U.S.  standards. 
The  Morgan  Stanley  Capital  International  index  for 
Europe,  Australia,  New  Zealand  and  the  Far  East  (eafe 
sells  for  27  times  trailing  profits.  This  figure  is  bloated  by 
the  Japanese  market's  p/e  of  106.  Leave  out  Japan,  which 
makes  up  40%  of  EAFE  by  capitalization,  and  the  rest  of 
EAFE  sells  for  18  times  earnings,  the  same  multiple 
Morgan  Stanley  shows  for  its  U.S.  index. 

But  Japan  isn't  as  overpriced  as  it  looks.  For  tax  reasons 
Japanese  companies  take  hefty  depreciation  charges  on 
their  income  statements.  Compare  many  Japanese  firms 
with  their  U.S.  counterparts  based  on  "cash  flow" — in  the 
sense  of  earnings  plus  depreciation — and  you  find  that 
many  Japanese  stocks  have  reasonable  valuations. 

As  a  group,  though,  foreign  stocks  are  probably  neither 
a  lot  cheaper  nor  a  lot  dearer  than  U.S.  stocks. 
Diversification  is  the  reason  for  adding  foreign  stocks  to 
your  portfolio.  Bargain  hunters  willing  to  go  international 
can  choose  from  a  wider  selection  of  unrecognized  stocks. 

Take  Eastern  Europe.  Michael  Hoffinan,  manager  of 
the  $49  million  Robertson  Stephens  Developing 
Countries  Fund,  sees  potential  in  Poland,  the  Czech 
Republic  and  Russia,  where  markets  are  new  and  stocks  are 


cheap.  One  of 
Hoffman's  picks  is 
Komercni  Banka  in  the  Czech 
Republic,  which  has  $14.7  billion  in 
assets  and  sells  for  just  eight  times  1995  profits. 

In  Latin  America,  Hoffman  expects  turnarounds  in 
Mexico  and  Argentina.  One  of  his  picks  is  steelmaker 
Tubos  de  Acero  de  Mexico,  S.A.  (Tamsa),  a  company 
with  a  p/e  of  3.6,  compared  with  Mexico's  10.5  multiple. 

We  used  our  computers  and  Morgan  Stanley 
Capital  International's  database  to  find  foreign  stocks 
selling  at  low  multiples  relative  to  their  national 
indexes.  For  example,  German  stocks  have  an  average 
p/e  of  29;  our  most  expensive  German  value  stock 
has  a  p/e  of  20. 

One  of  the  five  German  companies  on  our  list  is  Puma 
AG,  a  manufacturer  of  athletic  shoes,  with  a  p/e  of  15. 
Glitzier  Nike  sells  for  29  times  latest  reported  earnings. 
But  in  the  fickle  world  of  athletic  shoes,  a  stock  like  Puma 
could  turn  out  to  be  a  better  long-term  value.  H 


Company/business 

Country 

Recent 

Latest 

Price/ 

 Esti  mated  

Country 

Market 

price 

fiscal 

earnings 

1996 

1997 

1996 

1997 

P/E 

value 

EPS 

P/E 

P/E 

EPS 

EPS 

($mil) 

ABS-CBN  Broadcasting/broadcasting 

Philippines 

$1.30 

$0.06 

20.8 

17.1 

13.8 

$0.08 

$0.09 

24 

$1,012 

Acer/computers 

Taiwan 

1.92 

0.24 

8.1 

7.5 

6.5 

0.25 

0.29 

21 

1,645 

Acerinox/steel 

Spain 

11070 

23.58 

4.7 

7.0 

6.3 

15.86 

17.48 

14 

1,295 

Acma/appliances 

Singapore 

2.91 

0.23 

12.9 

11.0 

8.9 

0.27 

0.33 

17 

481 

Adidas/athletic  shoes,  apparel 

Germany 

74.85 

3.91 

19.2 

16.3 

14.6 

4.60 

5.12 

29 

2,213 

Air  New  Zealand/airline 

New  Zealand 

2.22 

0.37 

6.0 

6.1 

5.4 

0.37 

0.41 

12 

640 

Aiwa/consumer  electronics 

Japan 

19.70 

0.83 

23.6 

22.7 

21.1 

-0.87 

0.93 

106 

1,300 

Alfa/metals,  chemicals 

Mexico 

16.17 

1.57 

10.3 

6.4 

7.3 

2.52 

2.22 

11 

2,805 

Alphatec  Electronics/electronics 

Thailand 

11.06 

0.85 

13.0 

11.7 

9.9 

0.94 

1.12 

20 

333 

Asia  CreditVfinancial  services 

Thailand 

6.71 

0.44 

15.3 

13.0 

12.3 

0.52 

0.55 

20 

503 

Prices  as  of  May  31.  'Earnings  shown  on  a  parent  basis. 

Sources:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  IBES  Express;  Investamatic,  Inc.;  Forbes. 
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Company/business 


Country        Recent     Latest       Price/   Estimated   Country  Market 

price      fiscal      earnings     1996     1997       1996      1997      P/E  value 
EPS.  P/E       P/E         EPS        EPS  ($mil) 


Australian  Gaslight/energy 

Australia 

$4.13 

$0.27 

15.1 

13.3 

12.1 

$0.31 

$0.34 

16 

$1,200 

Banco  Espirito  Santo/banking 

Portugal 

15.73 

1.47 

10.7 

11.1 

10.1 

1.42 

1.56 

14 

1,375 

Bank  International  Indonesia/banking 

Indonesia 

5.22 

0.27 

19.5 

16.4 

13.6 

0.32 

0.38 

21 

1,651 

Bezeq  Israel  Telecom/telecommunications 

Israel 

2.48 

0.26 

9.6 

9.4 

9.4 

0.26 

0.26 

17 

1,793 

Boehler-Uddeholm/steel 

Austria 

on  07 
oU.il 

11). bl 

0  £ 

/.D 

8.1 

7.2 

9.90 

11.10 

24 

884 

CCL  Industries/packaging 

Canada 

8.99 

0.71 

12.6 

10.8 

9.5 

0.83 

0.94 

20 

307 

Cemex/cement 

Mexico 

3.98 

0.75 

5.3 

6.2 

5.7 

0.65 

0.70 

11 

4,506 

Charoen  Pokphand  Feedmill/agriculture 

Thailand 

4.38 

0.45 

9.7 

8.8 

7.5 

0.50 

0.58 

20 

526 

Cimentos  de  Portugal/cement 

Portugal 

18.19 

1.46 

12.5 

11.8 

10.7 

1.54 

1.71 

14 

1,528 

Ciputra  Development/real  estate 

Indonesia 

0  1  A 

A14 

ft  IT 

U.l/ 

10ft 

13.0 

11.1 

10.6 

0.19 

0.20 

21 

536 

Comercial  Plata/energy 

Argentina 

2.97 

0.21 

14.0 

14.0 

10.5 

0.21 

0.28 

17 

581 

Cristaleria  Espanola/glass 

Spain 

62.99 

7.27 

8.7 

8.0 

7.3 

7.89 

8.59 

14 

826 

Dae  Gu  Bank/banking 

South  Korea 

16.12 

1.79 

9.0 

8.6 

7.3 

1.87 

2.21 

14 

532 

Daewoo  Electronics/electronics 

South  Korea 

9.85 

0.78 

12.6 

10.6 

10.3 

0.93 

0.96 

14 

771 

ULwGiversiiiea 

Ireland 

A  00 

fi  ACl 

U.4U 

1ft  r 

11). b 

0  A 

9.4 

o.b 

n  a  c 
U.4b 

n  tn 
U.bU 

1  0 

oon 

Ecco/business  svcs 

France 

240.22 

11.56 

20.8 

18.1 

15.7 

13.28 

15.30 

72 

2,407 

Eramet/mining 

France 

76.71 

5.11 

15.0 

13.3 

8.9 

5.78 

8.65 

72 

1,169 

Esselte/office  products 

Sweden 

18.99 

1.54 

12.3 

9.9 

9.0 

1.91 

2.11 

13 

650 

Extendicare/health  care 

Canada 

12.57 

0.68 

18.3 

17.6 

15.2 

0.72 

0.83 

20 

594 

Fag-Kugelfischer/industrial  equip 

Germany 

1  oc  CO 

loo. by 

1  0  Q1 

1ft  c 

11). b 

1  n  0 

11). 3 

0  1 

9.1 

1  o  on 
13.  lu 

i  a  m 
14. y/ 

OQ 

CCA 

bb4 

Falconbridge/mining 

Canada 

22.54 

1.37 

16.5 

14.2 

10.9 

1.59 

2.07 

20 

3,986 

Far  Eastern  Dept  Stores/retail 

Taiwan 

1.09 

0.07 

16.6 

15.3 

14.2 

0.07 

0.08 

21 

490 

First  Capital/real  estate 

Singapore 

2.71 

0.33 

8.3 

7.4 

6.7 

0.37 

0.40 

17 

655 

Fischer,  Georg/industrial  equip 

Switzerland 

1,160.46 

85.33 

13.6 

12.1 

10.3 

95.56 

112.77 

20 

626 

Formosa  Plastic/chemicals 

Taiwan 

i  on 

n  1 1 

u.n 

1  c  c 

Ib.b 

Ib.b 

1  c  c 

Ib.b 

nil 
U.ll 

nil 
U.±  J 

0 1 

0  coc 

Fosfertil/fertilizers 

Brazil 

3.20 

0.42 

7.5 

6.8 

6.0 

0.47 

0.53 

52 

347 

Glynwed/industrial  equip 

UK 

5.33 

0.41 

13.1 

12.6 

11.1 

0.42 

0.48 

14 

1,302 

Great  Eastern  Shipping/shipping 

India 

1.35 

0.16 

8.4 

7.1 

6.5 

0.19 

0.21 

16 

388 

Guoco  Group/financial  svcs 

Hong  Kong 

4.87 

0.50 

9.7 

9.0 

8.2 

0.54 

0.60 

16 

2,079 

Hana  Bank/banking 

South  Korea 

1  KO 

1  1  7 
11./ 

SI  A 
0.4 

7  O, 

9  9fi 

9  K9 

14 

ai  r 

41 J 

Harrisons  &  Crosfield/diversified 

UK 

2.22 

0.17 

12.8 

12.4 

11.1 

0.18 

0.20 

14 

1,577 

Hermes  International/retail 

France 

278.96 

5.87 

47.5 

39.6 

34.6 

7.04 

8.05 

72 

3,403 

Hidrocantabrico/electric  utility 

Spain 

32.35 

2.75 

11.8 

10.6 

9.3 

3.06 

3.46 

14 

1,221 

Highveld  Steel  &  Vanadium/metals 

South  Africa 

6.43 

0.60 

10.6 

12.5 

9.7 

0.51 

0.66 

16 

609 

Hong  Leong  Industries/building  materials 

Malaysia 

b.Ub 

n  oc 

1 A  K 
14.0 

14.  J 

19  7 

U.J  J 

n  an 

U.4U 

oc 

CO 

7ns 

Hoya/optical  glass 

Japan 

32.10 

0.99 

32.5 

29.6 

26.2 

1.09 

1.22 

106 

3,728 

Hugo  Boss/apparel 

Germany 

1,083.39 

67.68 

16.0 

16.1 

14.6 

67.17 

74.26 

29 

693 

1  metal/metals 

France 

155.17 

7.23 

21.5 

19.5 

17.6 

7.98 

8.79 

72 

2,300 

Indosat/telecommunications 

Indonesia 

3.44 

0.20 

17.4 

16.6 

14.7 

0.21 

0.23 

21 

3,563 

Jardine  Intl  Motor  Holdings/retail-autos 

Hong  Kong 

1.32 

0.13 

9.9 

8.8 

7.8 

0.15 

0.17 

16 

632 

Jaya  Real  Property/real  estate 

Indonesia 

3.30 

0.21 

15.9 

13.5 

11.8 

0.24 

0.28 

21 

776 

Kemira/chemicals 

Finland 

9.66 

1.10 

8.8 

7.7 

6.9 

1.25 

1.40 

11 

1,167 

Kokusai  Electric/electrical 

Japan 

18.50 

0.91 

20.2 

19.6 

19.1 

0.94 

0.97 

106 

1,342 

Komercni  Banka/banking 

Czech  Republic  82.33 

10.17 

8.1 

7.3 

6.5 

11.25 

12.75 

14 

1,564 

Koor/engineering  and  construction 

Israel 

86.61 

10.55 

8.2 

7.6 

7.1 

11.40 

12.28 

17 

1,308 

Prices  as  of  May  31. 

Sources:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  IBES  Express;  Investamatic,  Inc.;  Forbes. 
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■  Company/business 

Country 

BR,'-.:"  x«. 
Recent 

Latest 

Price/ 

 Esti  mated  

Country 

Market 

price 

fiscal 

earnings 

1996 

1997 

1996 

1997 

P/E 

value 

EPS 

P/E 

P/E 

EPS 

EPS 

($mil) 

Labinal/aerospsue-defense 

France 

$144.52 

$7.41 

19.5 

14.0 

10.5 

$10.35 

$13.70 

72 

$594 

Laird  Group/?uto  parts 

UK 

7.22 

0.52 

13.9 

12.8 

11.6 

0.56 

0.62 

14 

1,026 

I  1/MfHc  AKEiau  1  ifo/i nc lira nro 
LIOjUS  MuUcV  LIIc/MloUldlltn 

UK 

8  flR 

o.uu 

0  fi? 

13  1 

10.1 

12  2 

IL.L 

1 1  5 

0  fifi 

u.  /  u 

J,0  J  J 

Magna  International/auto  parts 

Canada 

48.22 

3.49 

13.8 

14.0 

11.7 

3.46 

4.11 

20 

2,962 

Makhteshim/chemicals 

Israel 

5.75 

0.45 

12.8 

12.5 

10.7 

0.46 

0.53 

17 

332 

Nan  Ya  Plastic/chemicals 

Taiwan 

1.62 

0.12 

13.6 

12.3 

11.6 

0.13 

0.14 

21 

3,936 

Nissan  ChemicalVchemicals 

Japan 

7.16 

0.15 

49.0 

44.7 

38.5 

0.16 

0.19 

106 

1,282 

Oriental  Holdings/diversified 

Malaysia 

k  ni 

n  t;7 

U.D/ 

1  U.J 

Q  7 
3./ 

Q  1 

3.1 

n  R9 

U.OD 

9G 

QC7 
00/ 

Parmalat  Finanziaria/agriculture 

Italy 

1.26 

0.07 

17.2 

12.8 

11.9 

0.10 

0.11 

21 

1,431 

Perlis  Plantations/food  processing 

Malaysia 

4.04 

0.30 

13.6 

13.3 

12.1 

0.30 

0.34 

25 

1,190 

Petron  Corp/energy 

Philippines 

0.39 

0.02 

19.6 

16.6 

14.5 

0.02 

0.03 

24 

2,445 

Petronas  Dagangan/energy 

Malaysia 

2.68 

0.14 

19.6 

16.8 

14.5 

0.16 

0.19 

25 

1,034 

Pinncpr  Intl/rpmPnt 

I  IUIICCI  IIIU/UCHICIIl 

Australia 

nuoll  alio 

3.07 

0.21 

14.6 

13.5 

11.9 

0.23 

0  ?fi 

Ifi 

?  7?1 

Polysindo  Eka  Perkasa/textiles 

Indonesia 

0.55 

0.05 

10.1 

15.3 

8.9 

0.04 

0.06 

21 

841 

Puma/athletic  shoes,  apparel 

Germany 

34.41 

2.37 

14.5 

14.2 

12.5 

2.43 

2.76 

29 

482 

Radex  Heraklith/building  materials 

Austria 

32.52 

3.07 

10.6 

9.9 

8.4 

3.29 

3.86 

24 

453 

Rauma/forest  products 

Finland 

19.32 

2.11 

9.2 

8.9 

8.4 

2.17 

2.29 

11 

1,043 

Rhodia-Ster/chemicals 

crazii 

U.DD 

n  n/i 

U.U4 

I  J.O 

1  9  Q 

7  7 
I.I 

n  nc, 

U.UD 

n  nQ 

U.U3 

<;9 
jL 

339 
HL 

Sagem/aerospace-defense 

France 

585.04 

30.25 

19.3 

17.9 

16.1 

32.77 

36.42 

72 

2,121 

Saipem/energy 

Italy 

4.09 

0.26 

15.8 

14.4 

12.3 

0.28 

0.33 

21 

1,630 

Salomon/recreational  equip 

France 

718.71 

26.91 

26.7 

24.1 

20.5 

29.79 

35.07 

72 

1,107 

SGL  Carbon/chemicals 

Germany 

i  nc  n 

106.37 

5.30 

20.1 

18.0 

15.9 

c  (11 

5.91 

6.70 

29 

2,227 

^hn-RnnH  Pnn^triirtiftn*/rnn^trnrtinn 

OIIU  DUI IU  V»UI  i  SU  UV«  IIUI 1    /  Lull  J  U  UU  UUM 

Japan 

37  fi5 

0.83 

45.3 

39  8 

33.3 

0.95 

1.13 

106 

1,096 

Singapore  Bus/transportation 

Singapore 

7.40 

0.64 

11.6 

11.4 

9.9 

0.65 

0.74 

17 

551 

Singapore  Press  Holdings/publishing 

Singapore 

10.57 

0.64 

16.6 

14.9 

12.9 

0.71 

0.82 

17 

3,578 

Ssangyong  Oil  Refining/energy 

P-..1L.  1/.... 

South  Korea 

24.75 

2.74 

9.0 

9.2 

8.8 

2.68 

2.82 

14 

1,393 

Stork/machinery 

Netherlands 

27.05 

2.30 

11.7 

10.5 

9.5 

2.58 

2.86 

16 

791 

Suncor/energy 

Canada 

3i  en 

ol.OU 

9  ni 

i  <;  7 

10./ 

1  3  Q 

i  j.y 

1  9  Q 

9  97 
L.LI 

9  /I7 

LAI 

9fi 
LU 

1  79C 
1,1  La 

Sungei  Way/diversified 

Malaysia 

4.36 

0.19 

22.6 

19.8 

15.8 

0.22 

0.28 

25 

746 

Superfos/diversified 

Denmark 

92.20 

6.98 

13.2 

12.3 

11.8 

7.49 

7.84 

16 

570 

Sylea/auto  parts 

France 

95.31 

8.88 

10.7 

9.8 

8.8 

9.69 

10.83 

72 

539 

Tata  Power/electric  utility 

India 

4.66 

0.36E 

13.1 

10.9 

8.6 

0.43 

0.54 

16 

512 

Tplprnm  Arppntina/tplprnrnm  sv/r 

Arnpntina 
mi  gci  nil  la 

4.67 

0.31 

15  1 

15.1 

13.0 

0.31 

0.36 

17 

4,587 

Thai  Military  Bank*/banking 

Thailand 

3.99 

0.35 

11.4 

10.6 

9.0 

0.37 

0.44 

20 

2,047 

Tjiwi  Kimia/forest  products 

Indonesia 

1.06 

0.13 

8.4 

8.4 

7.1 

0.13 

0.15 

21 

633 

Toagosei/chemicals 

Japan 

5.12 

0.14 

36.5 

32.2 

28.2 

0.16 

0.18 

106 

1,328 

Tubos  de  Acero  de  Mexico/pipes,  tubing 

Mexico 

9.05 

2.50 

3.6 

5.1 

5.5 

1.76 

1.63 

11 

617 

UMW  Holdings  Berhad/marhinprv 

Malawcja 
i*i  a  i  a  y  o  i  a 

3.28 

0.15 

21.2 

18.1 

15.6 

0.18 

0.21 

25 

863 

Union  Bank/banking 

Philippines 

1.60 

0.08 

19.1 

17.6 

14.9 

0.09 

0.11 

24 

576 

Universal  Robina/food  processing 

Philippines 

0.56 

0.03 

17.6 

14.9 

12.7 

0.04 

0.04 

24 

838 

Vallourec/industrial  equip 

France 

45.72 

2.34 

19.5 

11.9 

8.7 

3.85 

5.28 

72  . 

375 

Valmet/machinery 

Finland 

16.14 

1.56 

10.4 

9.0 

8.4 

1.78 

1.91 

11 

1,260 

Van  Ommeren/shipping 

Netherlands 

37.25 

3.26 

11.4 

10.6 

9.7 

3.50 

3.86 

16 

572 

Yue  Yuen  Industrial  Holdings/shoemaker 

Hong  Kong 

0.24 

0.04 

6.0 

6.0 

5.3 

•0.04 

0.05 

16 

591 

Zellweger/industrial  equip 

Switzerland 

888.36 

54.97 

16.2 

13.3 

10.4 

66.99 

85.47 

20 

370 

Prices  as  of  May  31.  'Earnings  shown  on  a  parent  basis.  E:  Estimate. 

Sources:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services;  IBES  Express;  Investamatic,  Inc.;  Forbes. 
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DIVERSIFY  OVERSEAS 

T.  Rowe  Price  International  Stock  Fund— performance  plus  diversification.  If  you 

want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook  international 
equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger-performing 
foreign  markets,  international  stock  investments  can  help  increase  long-term  returns.  And, 
since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 

Our  International  Stock  Fund — one  of  the  oldest  and  largest  international  no-load  mutual 
funds — follows  a  prudent  strategy  of  investing  in  the  stocks  of  established  companies  outside 
the  United  States.  It  has  proven  itself  over  periods  of  both  up  and  down 
markets,  in  times  of  both  a  weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund's 
success  has  placed  it  on  the  Forbes  Honor  Roll  for  the  sixth  consecutive 
year — the  only  international  mutual  fund  that  can  claim  this  distinction. 
The  fund's  performance  from  3/31/84  to  6/30/95  was  considered; 


Forbes 

Honor  Roll 

6  years  running 


20  honorees  were  selected* 

Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979,  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the 
world's  oldest  and  most  successful  international  advisers, 
to  form  Rowe  Price-Fleming.  Today,  Rowe  Price-Fleming 
serves  as  investment  adviser  to  our  family  of  international 
funds  and  manages  in  excess  of  $24  billion  in  foreign 
stock  and  bond  assets. 


Let  US  Show  you  the  world.  To  learn  more  about  the 
International  Stock  Fund,  or  any  one  of  our  other  foreign 
equity  funds,  request  our  free  report,  The  Basics  of 
International  Stock  Investing,  today.  Of  course,  interna- 
tional investing  has  special  risks,  including  currency  fluctuation.  As  with  any  stock  fund,  there 
will  be  price  fluctuation.  $2,500  minimum  investment  ($1,000  for  IRAs).  No  sales  charges. 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


Call  24  hours  lor  a  free  report  and  prospectus 
1-800-541-6128 

http://www.  troweprice.com 


Invest  With  Confidence' 

T.RoweRice 


trategic  Insight  Simfund.  *As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/28/95.  The  honorees  are  chosen  annually;  candidates  must  be  open  to  new 
e  same  management  for  at  least  5  years.  Sector  funds  are  excluded.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other 
;ad  it  carefully  before  vou  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


investors  and  have  had 
charges  and  expenses. 

ISF031592 


OBSERVATIONS 


Dog-in-the-manger 

politics 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


A  plastic  surgeon  of  Chinese  ancestry  in 
Sydney,  Australia,  may  not  sound  like  an  aver- 
age individual,  but  the  moral  of  his  story  is  all 
too  common  in  countries  around  the  world. 
Born  in  Malaysia,  this  plastic  surgeon  was  in 
one  of  many  high-level  positions  occupied  by 
the  Chinese  minority  and  coveted  by  the 
Malay  majority.  Moreover,  under  the  country's 
affirmative  action  policies,  he  understood  that 
his  days  as  a  plastic  surgeon  were  numbered. 

He  took  it  all  without  bitterness,  offering  to 
stay  on  to  treat  disfigured  children  and  others 
until  a  Malay  plastic  surgeon  was  available  to 
replace  him.  But  he  missed  the  point.  They 
wanted  him  out  of  there,  whether  or  not  there 
was  a  Malay  to  replace  him  and  whether  or  not 
disfigured  people  had  anyone  else  to  turn  to. 

The  surgeon  relocated  to  Australia,  where 
he  was  apparently  doing  quite  well  by  the 
time  I  encountered  him.  The  real  victims  of 
the  Malaysian  government's  policies  were  still 
in  Malaysia. 

This  dog-in-the-manger  approach  is  by  no 
means  peculiar  to  Malaysia.  Envy  of  others' 
success  and  embarrassment  at  being  visibly 
unable  to  match  their  performance  have  been 
political  driving  forces  behind  many  programs 
of  preferences  and  quotas. 

When  Romania  acquired  additional  territo- 
ry from  the  defeated  Central  Powers  after  the 
First  World  War,  it  also  acquired  universities 
which  were  culturally  either  German  or 
Hungarian.  One  of  their  top  priorities  was  to 
get  rid  of  the  Germans  and  the  Hungarians 
on  the  faculties  and  transform  the  universities 
into  Romanian  bastions. 

At  that  point,  roughly  three-quarters  of  all 
Romanians  were  still  illiterate,  so  replacing 
these  foreign  professors  with  Romanians  of 
comparable  caliber  was  very  unlikely.  But 
replacement  was  not  the  issue:  Getting  rid  of 
those  who  were  better  qualified  was  the  issue. 

Despite  all  the  zeal  expended  in  converting 
German  and  Hungarian  universities  in  the 
new  provinces  of  Bukovina  and  Transylvania 
into  Romanian  universities,  there  was  no 
urgency  at  all  about  creating  a  university  in 
the  province  of  Bessarabia,  where  none  exist- 
ed. Moreover,  when  Hungarian  students  fix  - 
ing in  Romania  began  going  to  Hungary  to 
attend  universities  there,  the  Romanian  gov- 
ernment forbad  them  to  do  so. 


What  is  involved  is  not  just  envy.  It  is  the 
threat  to  one's  ego  that  is  crucial  in  promot- 
ing dog-in-the-manger  policies.  When  Nigeria 
became  an  independent  nation,  back  in  the 
1960s,  many  of  the  educated,  skilled,  business 
and  professional  people  in  northern  Nigeria 
were  from  tribes  in  southern  Nigeria. 

One  of  the  top  priorities  of  northern 
Nigerian  politicians  was  to  get  rid  of  such 
people.  The  hope  was  to  replace  them  even- 
tually with  northern  Nigerians.  But,  in  the 
meantime,  the  northern  Nigerians  wanted 
them  out  of  there,  even  if  they  had  to  hire 
Europeans  to  replace  them  or  suffer  a  deteri- 
oration of  the  services  being  performed  by 
the  southern  Nigerians. 

Having  Europeans  in  these  occupations  was 
far  less  of  a  threat  to  the  ego  than  having  fel- 
low Africans  so  dramatically  outperforming 
the  locals. 

Such  attitudes  are  not  unknown  in  the 
United  States,  whether  or  not  ethnic  or  racial 
differences  are  involved.  The  same  dog-in-the- 
manger  can  be  found  when  the  issue  is  class. 
Liberals  have  never  ceased  denouncing  Ronald 
Reagan's  "tax  cuts  for  the  rich"  in  the  early 
1980s,  despite  the  actual  results,  including  a 
record-breaking  period  of  economic  expansion. 

After  the  tax  rate  was  cut  on  the  highest 
income  brackets  (and  on  others),  not  only  did 
the  total  tax  receipts  rise  but  the  percentage  of 
those  receipts  paid  by  "the  rich"  also  rose. 
Why  then  were  the  liberals  unhappy?  Because 
those  in  the  upper  brackets  paid  these  vastly 
greater  taxes  out  of  rising  incomes,  while 
retaining  a  higher  percentage  of  those 
incomes  for  themselves. 

The  dog-in-the-manger  principle  requires 
that  the  rich  be  made  worse  off.  Any  policy 
that  fails  to  do  that  has  failed  politically, 

Envy  has  been  the  political  driving 
force  behind  many  programs  of 
preferences  and  quotas. 


regardless  of  what  economic  benefits  it  may 
bring  to  the  society  as  a  whole. 

While  such  attitudes  are  sufficiently  wide- 
spread around  the  world  that  they  cannot  be 
attributed  to  a  particular  culture,  neither  are 
they  inevitable.  Very  often,  the  key  ingredient 
in  the  rise  of  explosive  resentments  is  the  rise 
of  an  intelligentsia  preoccupied  with  invidious 
comparisons  rather  than  general  well-being. 

Ironically,  all  too  often  the  rich  themselves 
have  been  the  patrons  of  such  intellectuals, 
whether  at  the  universities,  the  foundations 
or  other  institutions  supported  by  their 
donations.  ■ 
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THE  FUNDS 


Relativity 

It's  pretty  hard  to  find  a  low  price/earnings  ratio 
these  days,  so  how  about  a  relatively  low  p/e? 


By  James  M.  Clash 

In  early  1982  you  could  have 
bought  a  wide  assortment  of  shares 
at  less  than  ten  times  earnings.  Had 
you  done  so,  you  would  have  profit- 
ed handsomely. 

Nowadays  the  average  business 
trades  on  Wall  Street  at  roughly  20 
times  earnings.  What  do  you  do? 
You  could  just  sit  out  the  bull  mar- 
ket and  wait  for  another  crash  to 
drop  new  bargains  in  your  lap.  But 
you  might  have  a  long  wait,  and  then 
the  crash  would  probably  scare  you 
so  badly  you  would  be  afraid  to 
touch  the  bargains.  Fund  manager 
James  Margard  has  another  answer: 
Buy  relatively  low- multiple  stocks. 

Here's  his  technique:  He  com- 
pares a  stock's  p/e  ratio  to  the  mar- 
ket's. Then  he  makes  the  same  com- 
parison for  the  stock  in  years  past. 
That  tells  him  when  a  stock  is  trad- 
ing, if  not  at  a  bargain  price,  at  least 
at  a  bargain  relative  to  its  usual  price. 
So  far,  so  good.  Margard's  two-year- 
old  fund,  Rainier  Investment 
Management's  Core  Equity  Port- 
folio, has  averaged  a  29%  annualized 
return,  five  points  ahead  of  the  s&P 
500  index. 

This  isn't  any  racy  fund  with  a 
couple  of  lucky  bets,  either.  It's 
extremely  well  diversified,  with  141 
stock  positions  and  with  bets  on 
industry  sectors  that  are  very  close  to 

Compared  to  what? 


those  in  the  market  index.  For  exam- 
ple, Core  Equity's  weighting  in  util- 
ities is  11.5%,  while  the  s&p's  is 
11.0%;  in  financials  Core  Equity  is 
11.7%,  the  s&P  13.5%.  "We  don't 
try  to  time  the  market,"  says 
Margard,  43,  as  he  gazes  out  of  his 
Seattle  office  overlooking  Puget 
Sound.  "Growth  at  a  reasonable 
price  is  what  we're  looking  for." 

The  idea  is  simple  enough, 
although  the  arithmetic  sounds  a  lit- 
tle messy.  In  effect,  you  select  stocks 
by  calculating  a  ratio  of  a  ratio  of  a 
ratio.  An  example  is  AT&T,  the 
largest  holding  in  the  $142  million 
fund.  The  ratio  you  start  with  is  the 
ratio  of  price  to  earnings.  Calculated 
against  projected  1997  earnings, 
at&t's  p/e  ratio  is  14.  The  market's 
forward  p/e  is  15.  Compare  these 
two  ratios  and  you  get  a  relative  p/e 
for  the  stock  of  0.93. 

The  comparison  doesn't  stop 
there — if  it  did,  Margard's  fund 
would  simply  be  a  low  p/e,  or  value, 
fund.  He's  more  interested  in 
growth  than  the  strict  1ow-p/e  types. 

The  next  step  is  to  compare 
AT&T's  relative  p/e  to  its  relative  p/e 
from  earlier  years.  Go  back  to  the 
period  1991-95.  At  that  time,  AT&T 
was  trading  at  a  p/e  averaging  18, 
while  the  market's  multiple  was 
more  like  16.  That  is,  AT&T's  relative 


p/e  in  the  past  has  averaged  1.1. 

Now  that  you  have  two  compar- 
isons of  AT&T  to  the  market,  com- 
pare the  comparisons.  Calculate  the 
ratio  of  the  two  relative  p/e  figures: 
0.93  divided  by  1.1.  Final  result:  a 
ratio  ratio  ratio,  if  you  will,  of  0.85. 
Margard  likes  stocks  with  low 
numbers  in  this  column.  He  says 
Wall  Street  is  undervaluing  both 
AT&T's  long  distance  operations  and 
the  firm's  recent  partial  spinoff, 
business  equipment  maker  Lucent 
Technologies. 

Note  that  the  formula  doesn't  rule 
out  all  growth  stocks,  just  the  ones 
that  have  gotten  hot  lately.  Coca- 
Cola  is  out,  with  a  relative  p/e  18% 
above  the  norm  for  this  company. 
But  Kaufman  &  Broad  Home  Corp. 
is  in.  At  a  recent  14%,  this  California 
homebuilder  trades  at  just  12  times 
the  $1.20  Margard  expects  it  to  earn 
this  year. 

When  stocks  approach  historic 
average  p/es,  Margard  trims 
holdings.  Harman  International 
Industries,  Inc.,  a  Washington, 
D.C. -based  high-end  stereo  and 
recording  equipment  producer,  is 
one  such  holding.  Margard  bought 
it  at  an  average  price  of  37  and  a 
20%  discount  to  its  historic  relative 
p/e,  then  sold  in  May  at  54,  as  the 
stock  approached  its  historic  relative 
p/e.  Coca-Cola  is  another  recent 
sale.  Margard  bought  it  at  a  split- 
adjusted  20  in  May  1994,  at  a  7% 
discount  to  historic  relative  p/e;  he 
unloaded  at  47  when  it  acquired 
cachet  from  famous  investor  Warren 
Buffett  and  its  p/e  ran  outside  the 
baselines. 

If  you're  looking  for  a  conserva- 
tive fund  that  tracks  the  market 
fairly  closely  but  has  a  chance  to 
beat  it,  Core  Equity  is  worth  con- 
sidering. Minimum  direct  purchase 
is  $25,000,  but  you  can  get  it 
through  Charles  Schwab's 
OneSource  with  a  $1,000  mini- 
mum, or  through  Fidelity 
FundsNetwork  with  a  $2,500  min- 
imum. Another  fund  in  the  same 
vein,  but  using  relative  yields  based 
on  dividends,  is  Vanguard  Equity 
Income  Fund,  run  by  Roger 
Newell.  Both  of  these  no-loads  are 
reasonably  priced:  Core  Equity 
costs  1.3%  a  year  in  expenses,  the 
Vanguard  fund,  only  0.5%.  *■ 


Company 


.Relative  P/E' 


1997  est 


historical2 


AT&T 

0.93 

1.10 

Bristol-Myers  Squibb 

0.96 

1.05 

IBM 

0.53 

0.80 

Merck 

1.23 

1.35 

Mobil 

0.89 

1.03 

Occidental  Petroleum 

0.83 

0.97 

'Price/earnings  ratio  for  company  divided  by  P/E  for  marker.  -Using  base  period 
of  at  least  five  years,  1991-1995  in  most  cases. 


Source:  Rainier  Investment  Management. 


Rainier  Core 
Equity  Portfolio 
buys  stocks 
whose  relative- 
to-market  P/Es 
are  lower  than 
they  used  to  be. 
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If  you  want 
only  the  best 

Mirror  image  of  value  investing:  buying 
premium  companies  at  premium  prices. 
It  works  for  some  stock  pickers,  including 
the  two  men  running  William  Blair  Growth. 


By  Thomas  Easton 

Here  are  some  of  the  things  you 
won't  find  in  the  William  Blair 
Growth  Fund:  utilities  (no  growth), 
basic  industry  (no  consistency),  tech- 
nology startups  (no  history),  airlines 
(no  profits)  and  gobs  of  cash  (no 
oomph). 

"We  only  want  the  kind  of  superior 
companies  that  hit  their  numbers  every 
quarter,"  says  James  Barber,  44, 
comanager  of  the  Chicago-based  fund. 

Barber  and  comanager  Mark  Fuller, 
39,  want  the  best  companies,  and 
they  are  prepared  to  pay  richly  to  get 
them:  Home  Depot,  Microsoft, 
Automatic  Data  Processing,  oea, 
Omnicare,  American  Management 
Systems  and  Staples.  All  these  have 
terrific  growth  records  and  balance 
sheets.  They  are  also  expensive.  They 
trade  at  25  to  44  times  their  trailing 
earnings,  against  20  times  for  the 
market  as  a  whole. 

Can  you  do  well  paying  rich  prices 
for  good  companies?  Not  all  the  time, 
but  the  strategy  tends  to  work  well  in 
a  bull  market.  The  $450  million  fund 
has  outperformed  the  s&P  500  over 
one,  three,  five  and  ten  years.  Those 
excellent  results,  coupled  with  a 
below-average  expense  ratio,  have  put 
William  Blair  Growth  on  Forbes' 
Best  Buy  list  for  two  years  running. 

Besides  their  shiny  blue  chips, 
Barber  and  Fuller  hold  dozens  of 
smaller  companies  with  leading  posi- 
tions in  their  markets.  Among  them: 
Intuit,  which  sells  personal  finance 
software;  Cardinal  Health,  which 
wholesales  drugs;  and  Zebra  Tech- 
nologies, which  makes  bar  code  label 
printers. 

New  issues  rarely  suit  these  picky 


managers.  They  passed  on  AT&T's 
spinoff,  Lucent  Technologies.  Lucent 
dominates  its  market  for  telecommu- 
nications gear  and  had  a  distinguished 
history  as  Western  Electric  Co.  But 
Lucent  has  been  so  intertwined  with 
AT&T  that  Barber  couldn't  guess  how 
it  would  fare  on  its  own. 

Contrast  Associates  First  Capital,  a 
recent  partial  spinoff  by  Ford  in 
which  the  fund  has  taken  a  $9  million 
stake.  The  consumer  finance  compa- 
ny has  been  around  since  1918  under 
various  owners  and  has  long  operat- 
ed as  a  distinct,  and  distinctly  suc- 
cessful, entity. 

A  smaller  example  is  Knight  Trans- 
portation, a  southwestern  trucking 
company  that  came  public  not  quite 
two  years  ago.  Trucking  is  not  a  Blair 
kind  of  industry,  but  the  company  has 
a  Blair  kind  of  business  model — con- 
sistent earnings  from  short-haul, 
high-service  routes. 

Litde  risk  in  all  those  names — until 
you  check  out  their  price/earnings 
multiples.  Here's  where  the  skeptic 
may  recoil.  "Show  me  a  company 
with  good  returns  and  a  good  niche, 
and  I'll  show  you  a  company  that  is 
overpriced,"  says  the  crusty  William 
Sams,  longtime  portfolio  manager  of 
die  fpa  Paramount  Fund.  Sams'  fund 
has  lagged  the  market  over  the  past 
year,  but  it  does  well  over  long  peri- 
ods and  is  all  but  certain  to  beat  Blair 
Growth  in  the  next  market  correc- 
tion. Forbes  rates  epa  "A"  in  down 
markets,  but  Blair  Growth  only  "C." 

The  average  Blair  Growth  Fund 
holding  trades  at  32  times  trailing 
earnings  and  7  times  book  value,  mul- 
tiples 50%  to  100%  more  than  the 


James  Barber  and  Mark  Fuller 

Can  you  stand  32  times  earnings? 


market's.  "We  are  living  with  compa- 
nies that  have  higher  valuations  than 
we  have  ever  seen,"  says  Barber. 

Time  to  shift  strategies?  "We  won't 
sell  a  stock  just  because  the  price  is 
fully  valued,"  Barber  explains. 
"Maybe  we  will  trim  our  holding — a 
bit.  We  still  want  to  hold  for  the  long 
term." 

The  downside  to  this  kind  of 
investing  is  what  happens  when  a  pre- 
mier growth  stock  turns  in  a  disap- 
pointing quarter.  The  fund  took  a 
hosing  in  fast-expanding  Insurance 
Auto  Auctions  when  its  profits  dipped 
last  year. 

One  other  caution:  Success  has 
spoiled  William  Blair  Growth,  just  a 
little.  It  has  jacked  up  its  management 
fee  from  0.5%  of  assets  annually  to 
0.75%.  That  means  the  0.65%  total 
expense  ratio  (management  fees  plus 
overhead)  reported  by  the  fund  for  its 
last  fiscal  year  is  destined  to  inch  up. 

All  that  said,  this  fund  makes  sense 
for  bullish  investors  willing  to  bet  that 
the  next  bear  market  is  a  long  way  off. 
(Of  course,  if  you  are  looking  ner- 
vously over  your  shoulder  for  the  next 
crash,  you  would  probably  steer  clear 
of  it.)  William  Blair  Growth  stands  a 
reasonable  chance  of  landing  on  the 
next  Best  Buy  rankings,  which  will 
appear  in  our  annual  mutual  fund 
survey  (Aug.  26).  WM 
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Tax  hell 

Are  wealthy  people  worse  than  criminals? 

Well,  the  tax  code  slaps  them  with  bigger  penalties. 


What,  according  to  tax  code,  is 
the  worst  thing  you  can  do? 

Fail  to  file  a  return?  No.  The 
penalty  for  that  is  a  maximum  25%  of 
the  tax  owed. 

Grossly  overstate  the  cost  of 
something  on  which  you  owe  a  cap- 
ital gain  tax?  No.  The  penalty  here  is 
40%  of  the  amount  you  shortchange 
the  government. 

Commit  fraud?  Not  even  that. 
The  fraud  penalty  is  75%. 

The  wickedest  thing  you  can  do,  it 
appears,  is  to  give  a  lot  of  money  to 
your  grandchildren.  For  wealthy 
donors,  the  tax  is  a  whopping  140% 
of  the  gift. 

"I  guess  Uncle  Sam  would  rather 
have  people  lie,  steal  and  cheat  on 
their  taxes  than  have  wealthy  people 
give  assets  to  their  grandchildren," 
says  Rodney  Owens,  a  tax  attorney 
in  Dallas. 

It  seems  that  he's  right.  Say  you 
are  very  prosperous  and,  over  the 
years,  give  a  lot  of  money  to  your 


Surprise:  The  money  you 
hand  over  to  Uncle  Sam  is 
deemed  a  gift  to  your  heirs. 

grandchildren,  paying  gift  tax  along 
the  way.  As  you  give,  your  gift  tax 
bracket  creeps  up. 

Once  cumulative  gifts  total  $3 
million,  you  are  in  the  55%  bracket. 
A  55%  rate  is  already  high,  but  your 
troubles  have  just  begun.  Because 
the  target  of  your  generosity  is  your 
grandchildren,  you  have  an  addition- 
al tax  to  worry  about:  the  genera- 
tion-skipping tax. 

What's  this?  The  government 
assumes  that  in  the  normal  course  of 
events  it  will  get  two  chances  to  take 
a  whack  at  your  assets,  first  when  you 
give  or  bequeath  them  to  your  chil- 
dren, a  second  time  when  the  same 
assets  are  given  or  bequeathed  to  the 
next  generation.  The  generation- 
skipping  tax  is  a  surtax  on  estates  and 


gifts  intended  to  punish  you  for  hop- 
ping over  your  children  and  giving 
directly  to  the  grandchildren. 

On  the  first  $1  million  of  gifts  to 
grandchildren,  you  don't  owe  the 
generation -skipping  tax,  only  the 
regular  gift  tax.  Beyond  $1  million, 
you  owe  both  taxes.  The  rate  for  the 
generation-skipping  tax  is  a  flat  55%. 
So  now,  if  you  hand  over  another 
$100,000  to  the  grandchildren,  you 
owe  $55,000  in  gift  tax  and  $55,000 
in  generation-skipping  tax.  Note  that 
you  have  already  crashed  through  the 
100%  tax  barrier,  leaving  those  who 
are  merely  fraudulent  far  behind. 

But  you  are  not  through  yet  with 
the  tax  collector.  Under  the  arcane 
logic  of  tax-code  drafters,  the 
$55,000  of  generation-skipping  tax 
you  just  handed  over  to  Uncle  Sam 
is  deemed  to  be  a  gift  to  the  grand- 
children. Therefore  it's  taxable,  too. 
The  tax  bill  here:  55%  of  $55,000,  or 
$30,250.  (Fortunately,  this  sec- 
ondary tax  is  not  itself  taxable,  or  the 
tax  would  never  stop.)  It  has  thus 
cost  you  $240,250  to  pass  on 
$100,000—a  140%  tax  rate.  State 
and  local  taxes  are  extra,  warns  New 
York  tax  attorney  Jonathan 
Blattmachr. 

What  if  you  left  the  $240,250  to 
your  young  heirs  in  your  will?  The 
total  tax  will  be  $170,500,  leaving 
the  heirs  with  $69,750  rather  than 
$100,000. 

And  if  you  had  left  the  $240,250 
to  your  children,  who  in  turn 
bequeathed  what  remained  after 
estate  taxes  to  their  children?  (We'll 
assume  for  this  exercise  that  your 
children  are  in  your  55%  estate  tax 
bracket.)  Then  the  grandchildren 
would  wind  up  with  $48,650. 

If  you  are  one  of  those  people 
who  have  worked  hard  to  leave 
something  to  your  heirs,  you  might 
want  to  ask  your  congressman  about 
this.  The  country's  older  citizens 
(age  50  and  up)  now  hold  $10  tril- 
lion in  wealth.  As  this  group  ages  and 
dies,  something  like  $1.6  trillion  in 
estate  taxes  is  lying  in  wait.  It's  hard 
to  defend  all  this  in  the  name  of  fair- 
ness, but  fairness  doesn't  seem  to  be 
the  issue.  Says  tax  attorney  Owens:  "I 
think  every  time  we  get  close  to  any 
estate  tax  reform,  Treasury  pulls  peo- 
ple aside  and  says,  'Sh!  Sh!,  we  need 
the  money!'"  -L.S. 
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A  great  performer  sets  goals, 
then  beats  them. 

To  achieve  success  requires  discipline  as  well  as  skill.  That's  why  market  behaviour  and  in  consultation  with  our  clients  and  their 

all  our  investment  solutions  are  tailored  specifically  to  each  of  advisers.  Then  it's  up  to  the  know-how  of  our  local  investment 
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Downsizing  is  only 


RIGHT 


w 


hen  you  can  do  something 


POWERFUL 


with  what's 


LEFT. 


Unless  downsizing  is  an  integral  part  of  a  plan  for 
growth,  it  usually  achieves  nothing  more  than  damaged 
company  morale. 

And,  to  add  insult  to  injury,  research  has  shown  that  over 
the  long  term,  most  companies  that  downsize  to  increase 
shareholder  value  are  unsuccessful  in  their  quest. 

Which  is  why  Mercer  Management  Consulting  is  dedicat- 
ed to  helping  companies  plan  and  implement  realistic 
strategies  for  profitable  growth.  Instead  of  merely  shrinking. 


It's  an  approach  that  not  only  generates  positive  momen- 
tum and  a  renewed  sense- of  purpose,  but  is  also  proven  to 
offer  the  highest  leverage  in  creating  shareholder  value. 
To  receive  Mercer's  commentary,  Pathways  to  Growth,  or  to 
see  the  proof,  call  Rob  Duboff,  Director,  at  (617)  674-3355 

MERCER 
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THE  FORBES/ BAR RA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


"Some  health  care  companies  hold  up 
better  than  other  stocks  in  a  market 
correction,  and  have  the  added  ben- 
efit of  increasing  their  earnings  even 
during  a  recession,"  says  John  Schroer, 
manager  of  the  Global  Health  Sci- 
ences Fund.  This  $475  million  (assets) 
fund  was  launched  only  in  1992. 
During  its  short  life  it  has  performed 
very  well,  but  in  the  absence  of  much 
history  it's  impossible  to  know  how  it 
will  perform  under  adverse  market 
conditions. 

Most  of  Global  Health's  portfolio 
is  invested  in  U.S.  stocks.  Two  of 
Schroer's  favorites  are  HBO  &  Co., 
which  supplies  productivity  software 
to  hospitals,  and  HMO  giant  Oxford 
Health.  Schroer  also  likes  the  adrs  of 
Sweden's  Astra.  Its  U.S.  subsidiary 
has  received  some  bad  press  lately, 
but  Schroer  is  impressed  by  the  firm's 
drug  delivery  systems. 


Special  focus 


Thanks  to  deregulation,  revenues  of  most 
of  these  gas  distributors  fell  for  the  last 
two  years.  But  better  days  may  lie  ahead. 
Demand  for  natural  gas  is  rising,  and  there 
is  no  guarantee  of  a  mild  winter  this  year. 
Although  these  stocks  gained  13%  on 
average  this  year,  they  sell  for  an  average 
of  only  13  times  1996  earnings  estimates. 


The  overall  market 


The  Barra  All-US  price  index  as  of  6/21/96 


12-month  closeup 
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Closeup  on  the  markets 


%  change  from 


Index  or  investment 

 2-week  change  

  1  year  ago 

5-year  high 

Barra  All-US  index 

-1.7% 

20.6  % 

-2.8% 

S&P/Barra  Growth  index1 

-0.7 

■ 

|5  25.5 

-1.2 

S&P/Barra  Value  index2 

-1.1 

23.0 

-2.9 

Dow  Jones  industrials 

0.1 

II  24.4 

-1.3 

S&P  500 

-1.0 

21.3 

-1.7 

NYSE 

-1.0 

21.4 

-1.8 

Nasdaq 

-4.4 

25.2 

-5.9 

PSE  Tech  100 3 

-5.1  I 

12.8 

-9.5 

EAFE" 

1.7 

-2.1 

CRB  futures  index56 

-0.8 

4.5 

-5.0 

Gold"(Comex  spot) 

0.0 

-1.5 

-7.3 

Yen 6  (per  $US) 

-0.1 

I 

29.5 

-12.0 

Oil 6  (W  Texas  Intermediate) 

-0.7 

15.5 

-18.4 

The  best  and  worst  performing  stocks 


Gas  distributors 

Best 

Price 

2-week  1996 

change       EPS'  Worst 

Price 

2-week  1996 
change  EPS' 

Company 

Recent 

1996 
est  EPS 

Applied  Bioscience  Intl 

11  Vz 

32%  $0. 

24     Metra  Biosystems 

55/8 

-52%  $-0.63 

price 

Brenco 

16 

?Q          D  QQ  PrnNet 

11  Vz 

-50  -3.20 

Bay  State  Gas 

26 '/s 

$2.02 

Ameristar  Casinos 

13  i/2 

23        0.77     Meridian  Data 

9'/8 

-46  0.48 

Energen 

22  y2 

1.87 

Damark  International 

13  i/2 

20        048  Maplnfo 

9y4 

-44  0.27 

Theragenics 

167/8 

19 

vJA  Presstek 

56 

-41  0.50 

Indiana  Energy 

25'/8 

1.89  \ 

New  Jersey  Resources 

27  y2 

2.04 

The  best  and  worst  performing  industry  factors6 

Nicor 

283/4 

2.20  j 

2-week 
change 

Since 
12/31/95 

2-week 
change 

Since 
12/31/95 

North  Carolina  Nat  Gas 

27  5/8 

2.21 

Best 

Worst 

NUI 

17  Vb 

1.45 

Real  estate 

5.8% 

13.8% 

Precious  metals 

^1.6% 

4.6% 

Photographic,  optical 

5.6 

22.4 

Electronics 

-4.5 

9.1 

South  Jersey  Inds 

21  3A 

1.80  [ 

Forest  products 

3.1 

17.2 

Water  transport 

-4.5 

10.7 

Sources:  Market  Guide  via  OneSource  Information 

Construction 

2.7 

-2.1 

Business  equip 

-4.4 

12.8 

Services;  IBES  Express. 

Tobacco 

2.6 

4.7 

Banks 

-4.1 

4.8 

Note:  Data  for  period  ending  6/21/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  1  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82.  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan 
Stanley  Capital  International.  5  Index  of  21  commodity  futures.  'Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  8 Shows  return  after  controlling  for  other  influences,  including 
Company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  FORBES /IBES  REPORT  ON  EARNINGS  FORECASTS 


S&P  500  P/E*  vs.  Treasury  bondst 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 

1.50 


S&P  500  P/E 


•90    '91     '92    '93     '94    '95  '96 


*P/E  is  the  recent  price  of  the  S&P  500  divided  by 
estimated  earnings  over  the  next  12  months, 
t Inverted  yield  to  maturity  for  10-year  Treasury 
bond. 


1.00 


0.50 


0.00 
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1995  1996 


BY  SHLOMO  2.  REIFMAN 


Security  analysts  say  corporate  earnings  growth  is  slow- 
ing. Earnings  of  the  s&P  500  rose  7.2  %  in  the  first  quar- 
ter of  1996,  much  slower  than  in  the  first  quarter  of  1995. 
The  2,500  analysts  who  report  to  the  Institutional  Bro- 
kers Estimate  System  (ibes)  have  a  similar  projection  for 
the  second  quarter  of  this  year. 

S&P  500  earnings  rose  19%  from  1994  to  1995.  The 
outlook  for  all  of  1996?  The  consensus  forecast  for  the 
s&p's  earnings  is  now  down  to  $41.30  a  share,  a  9.5% 


Forecasting  the  S&P  500 


Year 


Estimated 
P/E 


%  change 
current  est 
vs.  3  months  ago 


Expected 
year-to-year 
EPS  growth 


1995'  17.6 

0.2%  19.2% 

1996  16.0 

-1.3  9.4 

1997  14.1 

-0.5  13.9 

1 996  estimates  for  IBES  industry  groups 

Rising  estimates 

Falling  estimates 

natural  gas 
financial  svcs  . 
airlines  A 
energy 

home  health  care 

forest  products 
steel 

containers 
home  furnishings 
gold  mining 

'Actual. 

increase  over  1995's  $37.72  a  share.  This  means  that  for 
the  first  time  in  seven  years  the  analysts'  annual  earnings 
growth  forecast  for  the  S&P  is  below  14%. 

There  are  a  couple  of  bright  spots,  however.  Joseph 
Abbott,  an  assistant  vice  president  at  ibes,  reports  that 
prospects  look  good  for  firms  in  the  natural  gas  (see  p. 
323)  and  biotechnology  industries.  For  example,  security 
analysts  are  still  forecasting  a  17%  gain  in  Amgen's  1996 
earnings,  to  $2.28  a  share. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 


Company/industry 

1995 
EPS 

  1996  EPS  estimate  - 

recent    3-month  change 

P/E 

3-month 
price  change 

Reason 

Cross  Timbers  Oil/oil 

$-0.66 

$0.99 

68% 

22 

27% 

Increased  gas  production  and  rising  prices 

Rouge  Steei/steel 

4.37 

1.43 

19 

15 

-2 

Greater  volume  of  steel  shipments 

Interpoint/electronics 

0.77 

1.21 

17 

19 

136 

Strong  demand  for  their  products 

Optical  Coating  Labs/optical  coatings 

0.73 

0.78 

14 

23 

58 

Higher  demand  for  optical  filters  and  coatings 

TriQuint  Semiconductor/integrated  circuits  0.44 

0.79 

14 

26 

48 

Rising  sales  of  high-performance  integrated  circuits 

Who's  not 


Greatest  decrease  in  estimates  over  the  past  three  months 


Company/industry 

1995 
EPS 

 1 

recent 

996  EPS  estimate 
3-month  change 

P/E 

3-month 
price  change 

Reason 

Proxima/office  equip 

$1.37 

$0.54 

-76% 

23 

-43% 

Sales  decrease  due.  to  manufacturing  problems 

Quantum/hard  drives 

-1.74 

1.48 

-50 

11 

-20 

Reduced  demand  and  heavy  competition 

Boise  Cascade/forest  products 

5.93 

0.56 

-47 

69 

-14 

Price  decrease  for  paper  and  wood  products 

Crown  Central  Petroleum/refining 

-6.87 

0.79 

-35 

19 

-12 

Higher  raw  material  costs  not  reflected  in  product  prices 

Global  Village/modems 

0.49 

0.67 

-33 

15 

-39 

Drop  in  sales  of  modems  for  Macintosh  notebooks 

Note:  Data  for  period  3/18/96  through  6/18/96.  Listed  companies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates  from 
2,500  security  analysts  compiled  by  IBES  Inc. 
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Commerzbank's  focus  on  German 
and  European  economic  issues 


addition,  extra  spending  to  cover 
higher-than-expected  unemploy- 
ment has  to  be  taken  into 
account.  Therefore,  in  the 
absence  of  spending  cuts,  the 
deficit  would  widen  in  1997  dra- 
matically. 

While  clearly  helpful,  the 

proposed  package  is  limited  in 
scope;  even  so,  certain  parts  of 
it,  such  as  a  two-year  pay  freeze 
in  the  public  sector  and  unspeci- 
fied savings  of  DM  10  billion, 
seem  ambitious.  Furthermore, 


contributions  as  a  share  of  gross 
earnings  to  less  than  20%  (cur- 
rently 20.4%  and  rising)  by  the 
year  2000.  The  announced  pack- 
age is  certainly  no  more  than  a 
first  step  towards  achieving  this 
goal.  A  further  drop  in  govern- 
ment spending  of  DM  100  billion 
and  a  comparable  tax  reduction 
are  indispensable  in  order  to 
boost  growth  and  support  job 
creation.  This  can  only  be  done 
on  the  basis  of  a  clear-cut  strategy: 
defining  political  priorities  for 
all  government  activities  and 


Government  revenues  and  outlays1 

as  percentage  of  GDP 


Fiscal  consolidation 
in  Germany: 
a  long  way  to  go 


Although  most  European  governments  had  recognized  the 
pressing  need  for  fiscal  consolidation,  the  preparations  for 
monetary  union  may  have  given  the  process  an  extra  boost. 
In  Germany  the  situation  is  particularly  critical:  financing 
the  restructuring  of  the  eastern  German  economy  has  not 
only  pushed  public-sector  deficits  to  unprecedented  heights; 
it  has  also  greatly  increased  the  burden  imposed  on  the 
private  sector  by  taxes  and  social-security  contributions. 
This,  in  turn,  curbs  growth,  making  deficit  reduction  more 
difficult. 


The  German  government's 
recently  announced  deficit- 
reduction  package  of  DM  50  bil- 
lion for  1997,  or  as  much  as  DM 
70  billion  if  the  social-security 
system  is  included,  looks  im- 
pressive at  first  glance.  After 
all,  last  summer's  medium-term 
fiscal  plan  envisaged  a  com- 
bined deficit  of  DM  80  billion  for 
the  three  levels  of  government  in 
1997.  However,  twelve  months 
ago,  government  revenues  were 
greatly  overestimated.  Given  the 
meagre  increase  in  real  GDP  in 
1996  and  the  tax  cuts  currently 
planned  for  next  year,  revenues 
in  1997  will  be  a  good  DM  100 
billion  lower  than  targeted.  In 


International  presence: 

Almaty,  Amsterdam, 
Antwerp,  Atlanta,  Bangkok, 
Barcelona,  Beijing,  Beirut, 
Bombay,  Bratislava,  Brussels, 
Budapest,  Buenos  Aires,  Cairo, 
Caracas,  Chicago,  Copenhagen, 
Dublin,  Geneva,  Gibraltar, 
Grand  Cayman,  Hong  Kong, 
Istanbul,  Jakarta,  Johannes- 
burg, Kiev,  London,  Los 
Angeles,  Luxembourg,  Madrid, 
Manama,  Mexico  City,  Milan, 
Minsk,  Moscow,  New  York, 
Novosibirsk,  Osaka,  Paris, 
Prague,  Rio  de  Janeiro, 
Sao  Paulo,  Seoul,  Shanghai, 
Singapore,  St.  Petersburg, 
Sydney,  Tehran,  Tokyo, 
Toronto,  Warsaw,  Zurich. 


1989     1990     1991     1992      1993      1994     1995     1996 e 
government  spending 
taxes  and  social-security  contributions 


1)  all  government  bodies  and  social-security  schemes;  e)  own  estimates. 


several  measures  need  the  ap- 
proval of  the  second  parliamen- 
tary chamber,  the  Bundesrat, 
where  the  ruling  coalition  does 
not  have  a  majority.  Therefore, 
it  is  likely  that  cuts  of  only 
around  DM  35  billion  might  be 
realized  rather  than  the 
planned  DM  50  billion.  This 
would  just  be  sufficient  to  stabil- 
ize the  deficit  at  the  level  we 
projected  for  1996,  leaving  it 
somewhat  above  the  Maastricht 
ceiling  of  3%  of  GDP. 

Ultimately,  the  task  of  fiscal 
policy  is  to  strengthen  the  sup- 
ply side  of  the  economy  so  as  to 
promote  growth  and  employ- 
ment. The  government's  official 
goal  is  to  reduce  the  state's 
share  of  GDP  from  the  current 
51%  to  46%  and  social-security 


eliminating  those  which  exceed 
a  set  limit. 

Not  only  will  this  call  for 
much  more  courage  on  the  part 
of  politicians  than  they  have 
demonstrated  so  far;  it  will  also 
have  to  be  accompanied  by  a 
campaign  to  win  broad  public 
support.  The  message  must  be 
that,  unless  it  undertakes  a  rad- 
ical reform  of  its  public  finances, 
Germany  will  still  have  4  mil- 
lion unemployed  -  maybe  even 
more  -  in  the  year  2000. 

For  more  information  about 
Commerzbank's  broad 
scope  of  research  capabili- 
ties and  financial  services, 
just  contact  the  bank's 
head  office  in  Frankfurt. 
Fax  +496913  62-98  05 
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STREETWALKER 


BY  RIVA  ATLAS 


Darkness  before  dawn 
Philips  Electronics 

Afe    N.V.  has  few  fans  on  Wall 
Street.  It's  European — 
ugh! — and  has  turned  in  four  quarters 
of  poor  earnings.  Down  40%  in  the 
i         ar,  shares  of  the  $40  billion 
(sales)  Dutch  conglomerate's  Ameri- 
can Depositary  Receipts  ( Pi  IG )  recently 
traded  on  the  NYSE  at  313/4,  eight 
times  expected  1996  profits. 

A  great  buy,  says  Lawrence 
Horan,  analyst  at  Prudential  Securi- 
ties. He  thinks  Philips'  stock  will 
rebound  to  50  within  a  year. 

The  bad  news  is  known:  Slowing 
personal  computer  sales  hurt  Philips' 
semiconductor  and  components  di- 
vision, which  accounts  for  55%  of  prof- 
its. The  consumer  electronics  divi- 
sion gets  half  its  sales  from  Europe, 
where  a  recession  has  cut  into  con- 
sumer spending. 

Grundig,  a  German  subsidiary 
that  makes  TV  sets,  has  lost  money  for 
five  years.  PolvGram,  the  recording 
and  movie  company  75%-owned  by 
Philips,  has  had  few  big  hits  lately. 

But  Philips  should  benefit  from  a 
stronger  European  economy  next  year, 


Poor  man's  Iomega? 

M    SyQuest  Technology, 

Inc.  was  once  a  leader  in  re 
movable  cartridge  based 
computer  disk  drives.  Then  came  Io- 
mega Corp.,  which  made  similar,  al- 
beit slower,  drives  at  lower  prices.  Sy- 
Quest went  from  making  $1.23  and 


Unzipped 


Net  income  ($mil|ions) 


says  Horan.  Philips  will  also  stop  . 
compensating  its  33%-owned  Grundig 
for  100%  of  its  losses  as  of  year-end. 
Grundig's  operating  losses  were  about 
$160  million  in  1995.  Philips'  semi- 
conductor fortunes  could  rebound 
taster  than  some  of  its  rivals'  because 
Philips  sells  most  of  its  chips  to  makers 
of  electronics  and  telecommunica- 
tions gear,  not  PC  producers. 

Buying  Philips,  even  at  eight 
times  earnings,  takes  moxie.  Horan 
thinks  it  will  earn  only  72  cents  a 
share  in  the  second  quarter.  After  that 
prospects  will  brighten,  but  then 
the  stock  won't  still  be  selling  at  31%. 


SyQuest 


'91        '92       '93  J 


$0.46  a  share  in  1993  and  1994,  to 
losing  $  1 .07  a  share  last  year. 

SyQuest's  stock  (syqt)  is  down 
from  a  high  of  19%  last  year  to  a  recent 
7%.  Things  will  likely  get  worse. 

To  battle  Iomega,  SyQuest  sold 
its  drives  below  cost;  it  lost  $17  mil- 
lion from  operations  last  year. 

SyQuest's  latest  drive  offers  230 
megabytes  of  storage  for  $300.  Iome- 
|  ga's  competing  product  is  twice  the 
"5  price,  but  has  four  times  the  space. 
I     Rumors  in  May  that  Seagate 
3  Technology  would  buy  SyQuest  ran 
i  the  shares  from  6  to  187/s.  SyQuest 
killed  the  rumors;  the  stock  fell  back. 

It  may  well  have  further  to  fall:  In 
the  quarter  ending  Mar.  31,  SyQuest 
reported  a  negative  net  worth  of 
$1.5  million,  forcing  Nasdaq  officials 
to  consider  delisting  the  shares.  Sy- 
Quest averted  this  disaster  by  raising 
$20  million  last  month  in  a  private 
placement  of  preferred  stock.  But  Sy- 
Quest could  eat  up  that  cash  by  Sep- 


tember. More  worries:  In  June  Mitsu- 
bishi announced  a  new  drive  that 
will  compete  with  SyQuest's  product. 

To  survive,  SyQuest  will  probably 
have  to  raise  new  equity,  diluting 
stockholders  further.  It's  a  tempting 
short — but  careful:  The  shares  are  hard 
to  borrow.  You  may  only  be  able  to 
short  a  bit  at  a  time.  -MICHAEL  NOER 


Back  from  the  dead 

A     Anacomp,  Inc.  is  in  a  dy- 

*    ■     ing  industry:  It  converts  data 
Lmm     U)  mjcrofiinl  ancj  micro- 
fiche. These  storage  technologies  have 
been  waning  since  the  compact  disk 
was  introduced.  Result:  Anacomp  filed 
for  Chapter  1 1  in  January. 

After  slashing  debt  by  40%,  $590 
million  (sales)  Anacomp  has  a  shot  at 
rebirth,  says  Christopher  Roesser,  an 
analyst  at  bds  Securities.  He  likes  Ana- 
comp's  10  million  new,  OT(  listed 
shares  (ancov),  issued  to  creditors 
when  it  emerged  from  bankruptcy  in 
June.  The  shares  trade  "when  issued" 
until  the  new  stock  is  distributed. 

The  micrographics  business  isn't 
dead,  says  Roesser.  Converting  data 
to  micrographics  costs  10%  of  what 
it  costs  to  convert  data  digitally.  Mi- 
crographics is  practical  for  storing 
records  that  don't  need  to  be  accessed 
often.  While  this  business  is  mature 
here  and  in  Europe,  it's  growing  in 
Asia  and  other  emerging  markets. 

Roesser  thinks  Anacomp's  mi- 
crographics revenues  will  drop  22%  by 
1998.  Even  so,  at  a  recent  IOV2, 
Anacomp's  shares  trade  at  around 
seven  times  his  1996  and  1997  prof- 
it estimates.  Near-term  target  for  the 
stock  is  16,  a  52%  jump. 

Anacomp  is  developing  its  own 
digital  storage  technologies.  Roesser 
expects  revenues  from  these  startups 
to  hit  $17  million  by  1997.  If  the  com- 
pany can  compete  in  this  arena,  die 
shares  could  hit  the  low  20s  in  1997. 

From  Russia,  with  love 

A      Six  months  ago,  when 
^^fe    polls  had  Boris  Yeltsin  get- 
ting 5%  of  the  vote,  Mor- 
gan Stanley  analyst  Eric  Fine  told 
Streetwalker  that  Yeltsin  would  do 
much  better,  and  therefore  the  $25 
billion  in  defaulted  loans  issued  by 
the  Russian  bank  Vheshekonombank 
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were  a  buy  (Forbks,  Feb.  12).  At  the 
time,  they  fetched  33  cents  on  the 
dollar;  they  now  trade  45%  higher, 
at  48  cents. 

With  35%  of  the  vote  in  the  runoff 
election,  Yeltsin  is  the  favored  candi- 
date in  the  July  3  final  contest.  If  he 
wins,  Fine  predicts  the  Vnesh  paper 
will  climb  to  60  cents  on  the  dollar 
by  early  1997. 

Fine  also  likes  Russia's  $11  bil- 
lion in  Ministry  of  Finance  loans.  Un- 
like with  the  Vnesh  bonds,  Russia 
never  defaulted  on  this  paper.  The 
Min  Fin  loans  pay  an  annual  coupon 
of  3%,  and  Fine  expects  yields  to  fall 
200  to  350  basis  points  in  the  next 
six  months.  Individuals  can't  buy  this 
paper  directly,  but  the  Templeton 
Emerging  Markets  Income  Fund  in- 
vests in  this  market. 


Ugly  is  as  ugly  does 

M     Companies  that  lend 

Jftp    money  to  car  buyers  with 
poor  credit  histories  are 
hot  stuff  on  Wall  Street.  For  20  or  so 
small  public  firms,  bankers  have 
raised  nearly  $900  million  since  1993. 

The  latest  of  these  to  go  public: 
$58  million  (sales)  Ugly  Duckling 
Corp.  Its  shares  (ugly)  rose  38%  on 
June  18,  its  first  day  of  trading,  to  95/i6 
on  Nasdaq.  Recent  price:  8%. 

Don't  touch  it.  Ugly  was  a  fairly 
consistent  moneyloser  until  the  quar- 
ter before  its  IPO.  Nearly  half  its  first- 
quarter  net  came  from  one  transac- 
tion— $10  million  in  loans  securi- 
tized  and  sold  to  SunAmerica. 

Ugly  Chairman  Ernest  Garcia 
pleaded  guilty  to  bank  fraud  in  1990 
for  helping  Charles  Keating  of  Lin- 
coln Savings  &  Loan  inflate  earnings 
through  real  estate  deals.  Regula- 
tors saw  Keating  as  the  main  fraud- 
ster, so  Garcia  got  off  with  a  $50 
fine  and  probation.  He  has  been  in- 
volved in  several  bankruptcies. 

Unlike  most  other  subprime  fi- 
nance firms,  Ugly  not  only  lends  to 
used  car  buyers,  but  also  runs  a  chain 
of  used  car  lots  that  it  has  been  leasing 
from  a  private  firm  owned  by  Garcia. 
Ugly  plans  to  buy  the  lots  with  pro- 
ceeds from  the  IPO. 

A  good  short?  Not  now.  The 
stock  is  hard  to  borrow,  and  short- 
squeezing  is  popular  on  The  Street 
these  days.— Matthew  S<  :hifrin  ■■ 


Off-the-rack 
solutions 
belong  here! 


Since  no  two  investors  are  ever  com- 
pletely alike,  standardized  solutions  for 
capital  enhancement  can  often  lead  to 
frustration. 

At  Bank  Julius  Baer,  each  portfolio  is 
individually  structured  to  create  a  snug 
fit  for  long-term,  after-tax  performance. 
International  wealth  management 
is  our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:    Zurich   Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal    Grand  Cayman    Palm  Beach    Los  Angeles    San  Francisco    Mexico    Hong  Kong 


Flight  Faet  #3 


Powered  Business  Aircraft 
Operating  In  The  U.S. 

10,729 


(Obviously,  we're  talking  about  more  than  just  the  Forbes  "Top  50.") 

Of  course  more  than  90%  of  the  Forbes  "Top  50"  companies,  ranked  by  profits, 
operate  business  aircraft.  But  they're  only  a  few  of  the  thousands  of  companies  that 
rely  on  business  aircraft  as  a  critical  productivity  tool  every  day.  For  a  free  copy  of 
a  brochure  profiling  10  companies  which  operate  business  aircraft,  please  call 
(800)  9-AVIATE.  Or  visit  us  on  the  Internet  at  http://www.nbaa.org 
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NO  PLANE 
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'NO  PLANE.  NO  GAIN.'  is  a  Joint  Program  of  the  National  Business  Aircraft  Association 
and  the  General  Aviation  Manufacturers  Association. 


Which  Kind  of  Investor  are  You? 


Primitive  investors  were  always  stalking  the  bull.  And  fearing  the  bear. 
But  slowly,  some  investors  came  to  understand  seasons  and  cycles.  They  settled 
down  and  worked  to  build  wealth.  They  learned  to  thrive  while  others  fought 
to  survive.  Your  financial  advisor  will  want  to  know:  are  you  hoping  to  make 
a  killing?  Or  have  you  evolved  into  a  more  civilized  investor?.  Ask  your  financial 
advisor  about  Kemper  Funds  or  call  1-800-Kemper-l  ext.  819. 


KEMPER  FUNDS 


Before  you  invest  or  send  money,  carefully  read  the  brochure  and  prospectus  containing  more  complete 
information  including  management  fees  and  expenses.  ©1996  Kemper  Distributors,  Inc.  1011670 

http://www.kemper.com 


PORTFOLIO  STRATEGY 


Good  for  Europe, 
bad  for  America 


Y  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager. 
His  third  book  is  100 
Minds  that  Made 
the  Market. 


/ 


When  Europe  awakens,  its  economic  revival 
could  trigger  a  U.S.  bear  market.  In  the  early 
1990s,  led  by  the  then  self-righteously  austere 
Germans,  the  Europeans  and  Japanese  wouldn't 
grow  their  money  supplies.  They  now  suffer 
for  that  folly.  Their  economies  are  like  birds 
without  wings;  they  just  won't  fly  Weak 
demand,  no  GDP  growth,  high  unemployment 
and  sagging  productivity. 

All  well  known.  But  as  usual  with  central 
bankers,  they  finally  knee -jerked  and  over- 
reversed  course.  They  now  print  money  des- 
perately and  hard,  to  pound  life  into  their 
lifeless  patients.  It  will  work. 

To  me  this  reversal  is  a  major  event,  and 
more  so  because  no  one  has  noticed.  It's  the 
events  the  media  miss  that  cause  market  sur- 
prises. When  that  loosening  of  money  starts  to 
revive  European  economies,  that's  going  to  be 
very  bad  news  for  our  financial  markets. 

Money  printing  statistics  vary  country  to 
country,  but  are  very  big.  In  Germany,  for 
example,  look  to  M3.  It  is  up  12%  year  over 
year — whereas  it  should  be  up  about  3%.  But 
Germany's  economy  languishes.  Why?  The 
lagged  result  of  earlier  excess  monetary  aus- 
terity and  too  much  government  in  the 
economy.  Whereas  two  years  ago  Europe 
and  Japan  were  too  tight,  they  are  far  too 
loose  now. 

Why  is  this  worrisome  for  our  financial 
markets?  I'll  explain.  Monetary  policy  works, 
absolutely,  but  with  an  unpredictable  time 
lag.  The  lag  for  big  shifts  is  even  less  pre- 
dictable. When  you  print  money  and  your 
"Main  Street"  economy  can't  instantly  absorb 
it,  the  excess  liquidity  temporarily  spills  over 
to  your  financial  markets  and  then  to  the 
global  markets.  So  recently,  as  Europe  and 
Japan  pumped  money  and  their  economies 
wouldn't  absorb  it,  our  markets  got  a  tempo- 
rary dose  of  liquidity.  It  will  dry  up  when 
Europe's  economies  finally  awaken.  Once 
Europe  ignites,  the  central  banks  must  rein  in 
money  growth  to  avoid  inflation.  Worse,  that 
European  money  now  in  our  markets  will 
return  home. 

It's  funny,  but  central  bankers  have  rarely 
understood  monetary  policy.  Milton 
Friedman  wrote  on  that  when  I  was  a  kid. 
Liquidity  has  flowed  between  major  nations 
this  way  for  100  years.  The  $64  question  is: 


When  does  re-pay  day  hit?  I  don't  know.  As  I 
said,  the  time  lags  aren't  predictable.  The 
money  flow  will  reverse,  maybe  in  3  months, 
maybe  in  18.  It  depends  on  how  long  it  takes 
for  the  European  economies  to  perk  up. 

For  now,  I  remain  bullish  on  big,  relatively 
cheap  stocks  that  haven't  moved  too  much 
and  have  exposure  to  a  European  pickup,  like 
Ford  (33).  It  is  only  now  catching  up  to  1994 
prices  and  sells  for  26%  of  annual  revenue, 
1.6  times  book  value  and  a  p/e  of  12.  You 
get  a  4.3%  dividend  yield  while  you  wait. 

I  would  swap  a  medium-size  stock  with  lit- 
tle foreign  exposure  for  a  bigger,  cheaper  one 
with  lots  overseas.  Take  Liz  Claiborne  (34). 
Good  firm.  Midsize,  mid-valuation  stock.  I 
recommended  it  at  18  on  Apr.  24,  1995 
because  it  was  too  cheap.  It  isn't  now.  It's 
almost  doubled.  I  would  swap  into  boring, 
old  International  Paper  (38),  which  is  among 
paper's  leaders  in  foreign  revenue  exposure. 
Huge,  worth  $12  billion,  it  is  also  cheap  at 
50%  of  revenue,  10  times  earnings  and  1.25 
times  book  value. 

Or,  Safeguard  Scientifics  (78).  It  is  a  medi- 
um-size venture  capital  stock  and  a  technolo- 
gy play.  I  recommended  it  on  Feb.  14,  1994 
at  28,  saying  it  was  far  too  cheap.  Its  stock 
since  split  2-for-l  and  3 -for- 2,  which  adjusts 
your  cost  to  9.  Nine  times  seems  enough.  I 
would  swap  now  into  something  like 

Once  Europe's  economy  ignites, 
the  European  money  now  in  our 
markets  will  return  home. 


Aluminum  Co.  of  America  (58).  This  $11  bil- 
lion stock  sells  at  80%  of  revenue,  13  times 
earnings  and  2.3  times  book. 

Finally,  among  good-size  financial  firms, 
Chubb  Corp.  (49)  and  Salomon  (43)  offer  above - 
average  exposure  to  foreign  loose  money.  While 
seldom  noted  in  the  media,  Salomon  isn't  just  a 
broker,  but  is  also  a  broad-based  commodity 
play.  While  carrying  more  debt  than  I  would 
like,  it  is  also  very  cheap  at  8  times  earnings  and 
1  times  book  value.  Chubb  has  more  foreign  - 
ness  than  most  big  U.S.  insurers,  most  of  which 
I  like  right  now.  It,  too,  is  excessively  cheap  at 
1.45  times  book  value  and  12  times  earnings. 
Chubb's  underwriting  profitability  continues  to 
improve,  and  so  should  the  stock. 
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WALL  STREET  IRREGULAR 


The  psj  Oology 

of  finance 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria,  Va.- 
based  Hulbert 
Financial  Digest,  a 
monthly  service  that 
monitors  the  perfor- 
mance of  investment 
advisory  letters. 


A  diverse  GROUP  of  professionals  recently 
gathered  at  a  Harvard  conference  on  the  psy- 
chology of  investing.  In  attendance  were  some 
of  this  country's  leading  finance  professors, 
Wall  Street  professionals  (including  fellow 
columnist  David  Dreman),  psychologists  and 
investment  letter  writers.  The  organizers  were 
Richard  Geist,  John  Schott  and  Lawrence 
Lifson — all  teachers  at  Harvard,  the  first  two 
moonlighting  as  investment  letter  publishers. 

Do  psychology  and  finance  mix?  Of  course. 
You  see  the  benefits  of  mixing  them  when 
analyzing  value  and  momentum  strategies.  By 
exposing  the  psychological  roots  of  each,  the 
conference  showed  that  both  approaches  have 
a  firm  foundation  in  human  nature. 

Don't  the  two  strategies  contradict  each 
other?  Momentum  strategies  say  buy  stocks 
that  already  have  outperformed  the  market 
(or  short  those  that  have  underper formed). 
Value  strategies  say  buy  distressed,  out-of- 
favor  stocks.  Value  says:  "Buy  low,  sell  high." 
Momentum  says:  "Buy  high,  sell  higher." 

As  it  turns  out,  each  works  best  at  a  differ- 
ent stage  of  the  market.  We  all  know  that 

Momentum  strategies  are 
short-term  bets.  Value 
strategies  have  a  much  longer 
time  horizon. 


investors  tend  to  overreact,  becoming  too 
bearish  when  the  market  is  weak,  becoming 
too  bullish  when  it  is  high.  Value  strategies 
work  best  at  such  times.  On  other  occasions 
investors  underreact,  during  which  momen- 
tum strategies  work  well. 

Consider  IBM  in  the  early  1990s.  Investors 
had  grown  to  love  the  stock.  And  thus  they 
underreacted  to  the  negative  news  coming 
from  the  company.  This  situation  was  tailor- 
made  for  momentum  investing.  Because  the 
market  refused  to  believe  the  news  was  as  bad 
as  it  was,  the  momentum  investor  would  have 
done  very  well  by  shorting  IBM  on  the  occa- 
sion of  each  earnings  disappointment. 

Eventually,  however,  investors  learned  their 
lesson.  At  this  point  sentiment  swung  to  the 
other  extreme.  Now  IBM  could  do  nothing 
right  in  investors'  eyes.  The  stock  sank  to  40  as 


investors  overreacted  and  threw  in  the  towel. 

But  IBM  wasn't  going  out  of  business  and 
the  positives  were  building.  Under  50,  IBM 
was  ready-made  for  value  investors.  The  stock 
went  to  110  and  is  now  around  100. 

How  can  we  figure  out  whether  investors 
are  underreacting  to  developments  at  a  com- 
pany (in  which  case  momentum  strategies  are 
preferred)  or  overreacting  (rendering  value 
strategies  profitable)?  Research  presented  at 
the  Harvard  conference  suggests  we  focus  on 
the  time  elapsed  after  an  earnings  surprise. 
Momentum  strategies  only  work  over  shorter 
periods  of  up  to  a  year  or  so.  This  is  because 
investors  don't  underreact  forever:  As  in  the 
case  of  IBM,  they  eventually  throw  in  the 
towel.  Value  strategies,  in  contrast,  are  suc- 
cessful only  over  a  several-year  horizon,  since 
it  typically  takes  investors  a  long  time  to  over- 
come their  previous  strongly  held  convictions 
about  a  company. 

One  powerful  confirmation  of  these  psy- 
chological explanations  is  that  value  and 
momentum  work  outside  the  U.S.  as  well. 
After  all,  both  strategies  ought  to  work  wher- 
ever human  beings  sway  with  the  pendulum 
swings  of  emotion.  And  they  do,  according  to 
dramatic  new  research  conducted  by  Universi- 
ty of  Illinois  Professsor  Josef  Lakonishok, 
Harvard  Professor  Andrei  Shleifer  and  Uni- 
versity of  Chicago  Professor  Robert  Vishny — 
or  lsv  Asset  Management,  as  the  trio's  money 
management  firm  is  known  on  Wall  Street. 
(Lakonishok  was  a  speaker  at  the  Harvard 
conference.)  lsv  studied  both  value  and 
momentum  strategies  in  five  Western  Euro- 
pean countries  as  well  as  in  Japan. 

LSV  tested  three  different  definitions  of 
value  and  found  that  all  three  work  in  all  six 
countries:  low  ratios  of  price  to  earnings,  cash 
flow  and  book  value.  The  definition  of 
momentum  they  found  to  work  the  best  was 
relative  performance  over  the  last  six  months. 
This  definition  worked  in  five  of  the  six  coun- 
tries. (The  exception  was  Japan.) 

Taking  lsv's  new  research  into  mind,  here 
are  a  few  foreign  value  stocks.  Each  satisfies 
lsv's  definition  of  value  and  also  is  currently 
recommended  by  one  or  more  of  the  invest- 
ment letters  tracked  by  the  Hulbert  Financial 
Digest  (American  Depositary  Receipts  are 
available  for  each).  Hoogovens  NV  (Nether- 
lands), British  Steel  (United  Kingdom)  and 
Hitachi  Ltd.  (Japan).  ■■ 
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STOCK  TRENDS 


Hit-and-run 

advice 


BY  LASZLO  BIRINYI  JR. 


Many  of  us  who  spend  our  working  days  in 
the  financial  markets  are  often  asked  to  give 
speeches  to  investment  groups,  civic  societies 
and  other  interested  parties.  I  generally  pass 
on  those  opportunities,  but  every  once  in  a 
while  I  relent.  My  experience  is  that  most 
individual  investors — to  paraphrase  an  old  and 
tired  cliche — have  little  interest  in  learning 
how  to  fish  and  are  most  interested  in  having 
fish  served  to  them,  preferably  boned. 

Gossip,  rumor  and  buy/sell  tips  are  what 
they  want,  not  education  or  insight.  On  the 
rare  occasions  I  have  accepted,  I  have  usually 
disliked  the  experience. 

What  I  dislike  is  that  an  after-dinner  speak- 
er giving  you  a  list  of  stocks,  or  the  manager 
whose  TV  interview  includes  his  top  five  picks, 
has  little  or  no  accountability  to  you.  It  is 
highly  unlikely  that  he  will  be  appearing  at 

An  individual  once  asked  me 
how  to  discriminate  among  the 
dozens  of  stocks  highlighted  or 
recommended  in  the  media. 
Easy,  I  replied:  I  don't. 

the  same  forum  in  the  near  future.  He  has  no 
obligation  to  follow  up  on  his  tips  or  to  tell 
you  when  to  cut  losses  or  take  profits.  I  have 
seen  in  the  media  lists  of  stocks  recommend- 
ed that,  if  purchased,  would  have  landed  the 
purchaser  among  the  homeless.  And  watch 
out:  The  stocks  being  touted  by  some  guru 
may  be  the  very  ones  he  is  trying  to  unload. 
Be  as  wary  of  hit-and-run  gurus  as  of  hit-and- 
run  drivers. 

An  individual  once  asked  me  how  to  dis- 
criminate among  the  literally  dozens  of  stocks 
that  were  highlighted  or  recommended  in  the 
media  over  the  course  of  a  given  week.  Easy,  I 
replied:  I  don't. 

Accountability  suggests  that  you  have  some 
recourse  or  access  to  the  source  of  your  finan- 
cial input  and  ideas.  The  editors  at  Forbes 
insist  that  columnists  be  accountable  and  pro- 
vide an  annual  record  of  their  recommenda- 
tions. Any  letters  are  forwarded  to  us,  and  we 
are  expected  to  answer  for  our  successes  as 
well  as  for  our  follies.  This  is  accountability. 


Laszlo  Birinyi  Jr.  is 
president  of  Birinyi 
Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


Strange  how  few  people  demand  accountabili- 
ty from  the  gurus  they  follow. 

Accountability  today  is  more  critical  than 
ever,  given  the  abundance  of  advice  and  com- 
mentary being  provided  via  new  communica- 
tions media.  I  am  not  necessarily  against  get- 
ting financial  (or  other)  advice  from  a  Web 
site,  but  the  likelihood  of  getting  million-dol- 
lar advice  for  free  is  right  up  there  with  hit- 
ting the  trifecta  or  winning  the  lottery.  I  have 
done  some  perfunctory  analysis  on  some  of 
the  new  breed  of  cyberspace  tipsters  and 
found  some  of  their  educational/biographical 
claims  to  be,  shall  we  say,  lacking.  Maybe 
their  market  acumen  and  stock-picking 
prowess  are  genuine,  but  I  am  always  suspi- 
cious of  individuals  who  can't  get  basic,  sim- 
ple facts  correct. 

Someone  once  recommended  a  new  book 
which  was  thought  to  have  useful  trading 
approaches.  But  early  on,  the  book  referred 
to  the  famous  Sherlock  Holmes  story  about 
the  nonbarking  dog  and  said  it  was  from  The 
Hound  of  the  Baskervilles.  We  all  know  that 
this  was  not  the  case  and  if  the  writer  had 
done  so  little  or  such  sloppy  work  regarding 
English  literature,  what  assurance  did  I  have 
that  his  market  efforts  were  researched? 

So,  what  do  I  think?  My  view  continues  to 
be  one  of  caution  or  perhaps  even  indiffer- 
ence. Stocks  such  as  Fannie  Mae  (Federal 
National  Mortgage)  and  American  Express 
are  trading  in  a  narrow  range,  which  suggests 
that  a  strong  rally  in  bonds  is  not  likely  this 
summer.  Second-quarter  earnings  may  sur- 
prise and  boost  the  market,  but  most 
investors  are  focused  on  the  bond  arena.  I'm 
also  concerned  that  we've  had  an  abundance 
of  days  where  stocks  have  closed  at  the  lower 
end  of  the  day's  trading. 

I'll  stay  with  my  forecast  of  a  trading 
range,  but  I  now  think  the  upper  end  of  the 
range  is  more  likely  to  be  5,800  or  so.  Stay 
with  quality  stocks.  These  would  include 
Bankers  Trust  (76)  and  Aetna  (72).  I  contin- 
ue to  like  Philip  Morris  (104),  even  though  it 
has  moved  14  points  since  my  last  column. 
You  may  forgo  some  short-term  profits  by 
staying  with  these  rather  than  going  with  the 
speculative  names,  but  a  year  from  now  I 
plan  to  be  here  while  the  now-you-see-'em- 
now-you-don't  touts  are  more  than  likely 
going  to  be  offering  Florida  swampland  or 
California  condos. 
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Partnering  up 
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John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  & 
Co.,  a  merchant  bank 
in  Greenwich,  Conn. 
His  E-mail  address  is 
rutledgeco@aol.com 


I  have  BAD  news  for  economics  students.  Out 
of  the  more  than  100  E-mail  messages  I 
received  from  FORBES'  readers  last  month, 
not  one  of  them  asked  about  the  economy.  (I 
guess  they  have  finally  figured  out  what  eco- 
nomics forecasts  are  worth.)  Instead,  people 
want  to  know  about  how  to  find  capital — 
how  to  find,  train  and  motivate  people.  They 
want  to  know  how  to  find  new  career  oppor- 
tunities and  how  to  improve  the  returns  on 
businesses  in  which  they  are  already  employed 
as  owners  or  managers. 

That's  bad  news  for  economists  but  good 
news  for  business.  The  more  managers  spend 
their  time  and  energy  thinking  about  cus- 
tomers and  products,  and  the  less  about  lead- 
ing and  lagging  indicators,  the  better  our 
companies  will  run.  It  looks  as  if  growth  and 
inflation  will  diesel  along  at  2%  to  3%  for  the 
next  year  or  two,  and  it  is  likely  that  the 
November  election  will  produce  a  Republican 
Congress  and  an  emasculated  Clinton  in  the 
White  House.  With  radical  change  unlikely, 
we  may  be  able  to  enjoy  relatively  calm  waters 
for  some  time. 

Slow,  steady  growth  and  low  inflation,  of 
course,  make  it  tough  to  increase  sales.  So 
managers  are  turning  to  acquisitions  to  fuel 
growth.  This  late  in  the  cycle,  the  distressed 
deals  and  the  cyclical  rebound  deals  are  gone, 
as  are  the  restructuring  and  recovering  com- 
modity price  plays.  What's  left  are  companies 
of  two  types:  healthy  subsidiaries  being  sold 
by  sick  parents;  and  acquisitions  in  consoli- 
dating industries  that  can  increase  your  mar- 
ket share.  Both  can  be  interesting  investments 
if  done  with  care. 

With  a  few  exceptions,  if  a  company  is  in 
trouble  today,  it  is  probably  weak  manage- 
ment, not  a  soft  economy,  that  put  it  there. 
This  means  turnaround  investors  should  look 
hard  to  make  sure  the  target  company's  man- 
agement has  the  skills  to  run  the  company 
profitably  after  the  acquisition.  Potential  buy- 
ers of  healthy  units  owned  by  sick  parents 
should  make  sure  that  the  parents'  bad  habits 
haven't  rubbed  off  on  die  children. 

Acquiring  a  company  in  your  own  line  of 
business  makes  special  sense  in  today's  econo- 
my. With  the  recovery  getting  on  in  years  the 
only  way  to  improve  profits  is  by  reducing 
costs.  When  you  consolidate  a  fragmented 
industry,  the  resulting  company  will  have 
more  market  share  and  therefore  more  clout 


with  suppliers  and  improved  pricing  power 
for  its  products. 

After  the  dust  settles,  costs  can  often  be 
reduced  by  20%  to  30%.  After  all,  the  surviv- 
ing company  will  only  need  one  of  everything 
in  the  corporate  office,  one  information  sys- 
tem and  one  branch  office  in  a  given  city,  with 
resulting  savings  in  inventories  and  surplus 
assets  to  sell  to  help  pay  for  the  acquisition. 

If  you  are  the  manager  of  a 
company  that  is  a  likely  candidate 
for  acquisition,  don't  just  sit  there 
and  wait  for  the  ax  to  fall. 


With  market  share  acquisitions,  the  quality 
of  senior  managers  is  not  as  important  as  it  is 
with  stand-alone  spinoffs.  You  are  really  buy- 
ing a  book  of  business  and  other  assets,  not  a 
management  team. 

If  you  are  the  manager  of  a  company  that  is 
a  likely  candidate  for  acquisition,  don't  just  sit 
there  and  wait  for  the  ax  to  fall.  Try  to  play 
an  active  role  in  the  selection  of  your  new 
owner.  You  may  even  be  able  to  preempt  the 
process  by  choosing  an  equity  partner  and 
buying  the  company  yourself. 

If  you  think  you  can  swing  a  buyout  your- 
self, here  is  my  best  advice:  Select  an  equity 
partner  on  strength  of  character,  integrity  and 
philosophy.  Everybody  in  the  investment 
business  has  the  same  green  money  to  invest. 
What  matters  is  how  they  are  going  to  behave 
three,  five  or  seven  years  down  the  road  when 
unexpected  problems  come  up,  as  they  always 
do.  Pick  people  who  will  sit  down  with  you 
and  look  for  solutions  rather  than  for  some- 
one to  blame. 

Also  pick  equity  partners  who  understand 
how  difficult  it  is  to  start  and  grow  a  business 
and  who  respect  the  work  of  the  most  hum- 
ble person  in  the  company.  A  little  kindness 
and  decency  aren't  bad  either. 

Finally,  pick  someone  who  is  interested  in 
the  long-term  health  of  the  business,  who 
wants  to  create  a  permanent  franchise  for  pro- 
ducing sustainable  free  cash  flow,  not  some- 
one looking  to  make  a  quick  buck.  It  takes 
time  to  build  a  great  company.  Sometimes 
when  you  do  the  right  things  for  the  business 
the  numbers  look  worse  for  a  while  before 
they  get  better.  It  takes  patient  capital,  patient 
owners  arid  patient  managers  to  do  the  right 
things  for  the  long  term.  ■■ 
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Forbes  Stock  Market  Course 

A  10-Day  No-Risk  Trial 


Anyone  could  have  made  a  killing  in  the  stock 
market  on  the  strength  of  its  recent  perfor- 
mance. Perhaps  we  exaggerate,  but  we  bet  that 
many  investors  who  had  read  FORBES  Stock 
Market  Course  did.  It  gave  them  just  the  edge  they 
needed.  How?  Just  read  on. 

To  begin,  the  course  frankly  confronts  the  risk 
factors  in  stock  market  investing.  It  guides  you 
towards  your  own  "comfort  level,"  balancing  risk  and 
reward.  But  that's  about  as  philosophical  as  the 
course  gets.  It's  mainly  focused  on  matters  such  as 
how  to  buy  stocks  at  the  best  price... how  to  identify 
forces  that  propel  stocks  upwards... how  to  measure 
the  strength  of  a  bull  market... how  to  spot  warnings 
of  a  downturn. .  .how  to  chart  past  performance  to 
project  the  future... how  to  detect  a  turnaround. 

If  the  lure  of  doubling  or  tripling  your  money  in  a 
matter  of  months  attracts  you  and  you  can  stomach 
the  risk,  look  up  the  section  on  options.  You 
can  even  find  out  how  to  make  money  in  a  down 
market.  The  Course  devotes  an  entire  section  to  bear- 
market  investing. 

You  can  enjoy  the  Course  as  a  straight  "read  through" 
or  refer  to  individual  sections  as  you  need  them. 


It  comes  in  a  handsome,  sturdy  binder  with  tabbed 
pages  marking  each  of  its  16  sections.  The  text  is 
generously  spaced  with  a  blank  page  facing  each 
page  of  text  for  making  notes. 

Partial  List  Of  Contents 

How  to  choose  a  broker  •  Broker  commissions  •  How 
to  place  an  order  •  Sources  of  information  •  Market 
patterns  (how  to  chart  stock  market  movements) 

•  Dollar-cost  averaging  •  Buying  on  margin  •  How  to 
read  the  tape  •  The  Dow  Theory  •  Indexes:  the  Dow, 
the  Russell  2000,  the  Wilshire  5000  •  Bonds  and 
preferred  stocks  •  Derivatives  including  options 

•  How  to  read  a  company's  financial  statement  • 
Mutual  Funds 

Order  Now 

At  a  local  college,  a  course  on  investing  could  run 
you  $400  or  more.  FORBES  Stock  Market  Course 
is  $89.50.  You  can  work  with  it  at  home  and  it 
will  always  be  within  easy  reach  for  reference. 
The  recently  revised  and  updated  text  captures  the 
latest  findings  in  profitable  investing.  Order  now. 
Satisfaction  is  guaranteed  or  your  money  back. 


50% 


_ 


Bonus 


FORBES  80  Year  Wall  Chart  of 
Business  and  Security  Trends 


Forbes  Stock  Market  Course  Order  Form  and  Gi 


Send  me  FORBES  Stock  Market  Course  with  the  FORBES  80-year  Wall  Chart  of  Business  and  Security  Trends  and  The 
Glossary  of  Investment  Terms  as  a  bonus.  My  payment  of  $89  50  (or  credit  card  details)  is  enclosed  If  not 
satisfied,  I  may  return  the  Course  within  10  days  and  receive  a  full  refund  or  credit.  The  Glossary  and  Chart  will  be  mine  to  keep. 

Name  please  prim 

Address 


City 


State 


_Zip_ 


For  Faster  Service  Call  1-800-888-4525  ext  630 

□  Check  for  $89.50  enclosed* 

□  Charge  my  credit  card        □  AmEx       □  Mastercard        □  Visa  □  Diners  Club 

•  Buyers  in  New  York  City  add  8  t/4%  sales  tax-other  NY,  CA,  IL  as  required  by  law 

Name 


Number 


Exp.  Date 


FORBES,  INC.,  60  Fifth  Avenue,  New  York  NY  10011 


STOCK  TRENDS 


tNIb 


Stocks,  not  bonds 


R.S.  Salomon  Jr.  is 
principal  and  founder  of 
Stamford,  Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


Tempted  to  take  advantage  of  the  decline  in 
the  bond  market  by  purchasing  fixed-income 
securities?  Don't.  Instead,  I  would  increase 
exposure  to  interest-sensitive  stocks. 

My  preference  for  interest-sensitive  stocks 
over  bonds  is  based  on  the  differing  liquidity 
characteristics  of  the  two  markets.  Stocks  ben- 
efit from  very  favorable  money  flows,  as 
described  more  fully  in  my  Apr.  8  Forbes  col- 
umn. Bonds  do  not.  This  extraordinary  dif- 
ference in  available  funds  is  best  illustrated  by 
the  mutual  fund  industry.  Recent  reports 
show  more  than  $20  billion  of  monthly  net 
new  money  going  into  stock  funds,  with  less 
than  $1  billion  per  month  going  into  bond 
funds.  This  difference  in  available  liquidity 
has  caused  the  two  markets  to  diverge — a 
condition  that  cannot  last  forever,  but  per- 
haps longer  than  many  observers  may  think 
appropriate  or  are  comfortable  with. 

The  fixed-income  markets  suffer  from  an 
additional  problem.  Some  institutional  equity 
managers  and  hedge  funds  have  bought  sub- 
stantial holdings  of  long-term  U.S.  Treasury 
bonds  and  suffered  severe  declines  this  year. 
This  overhang  has  been  estimated  at  about 
$50  billion.  Ultimately  the  fundamentals  will 
determine  the  level  of  long-term  interest 

Rising  interest  rates  have  depressed 
valuation  levels  in  interest-sensitive 
sectors  of  the  stock  market,  creating 
an  attractive  opportunity. 


rates,  but  for  the  time  being  the  unfavorable 
technicals  appear  to  have  the  upper  hand. 

Back  to  stocks.  Rising  interest  rates  have 
depressed  valuation  levels  in  interest-sensitive 
sectors  of  the  stock  market,  creating  an  attrac- 
tive opportunity.  I  especially  like  the  insur- 
ance stocks.  Insurance  companies  derive  their 
interest  sensitivity  from  the  fact  that  they 
invest  the  vast  preponderance  of  their  assets 
in  fixed-income  securities.  Therefore,  when 
interest  rates  rise,  causing  bond  prices  to 
decline,  there  is  an  erosion  in  asset  values. 

As  a  result,  most  insurance  stocks  today  sell 
at  p/e  and  price-to-book  discounts  and  divi- 
dend yield  premiums  to  the  general  market. 
These  low  valuations  make  the  group  quite 
defensive  and  thereby  less  exposed  to  market 


corrections.  In  addition,  many  insurance 
companies  have  been  run  like  fraternal  orga- 
nizations with  lots  of  unnecessary  costs,  creat- 
ing an  opportunity  for  restructuring. 

The  stocks  I  favor  currently  are  Allstate 
(44),  Executive  Risk  (35),  ITT  Hartford  (53) 
and  TIG  (29). 

Allstate  is  the  largest  publicly  owned  prop- 
erty/ casualty  insurance  company  in  the  coun- 
try. It  was  spun  out  of  Sears  last  year  along 
with  all  of  the  other  nonretail  businesses.  The 
company  has  reduced  exposure  to  major 
catastrophes,  particularly  in  Florida  and 
California,  while  at  the  same  time  reducing 
costs.  Earnings  for  this  year  and  next  are  esti- 
mated at  $4  and  $4.65,  which  translate  into 
p/es  of  11  and  9.5.  Earnings  growth  is  fore- 
cast to  grow  in  a  range  of  12%  to  15%.  As 
investors  gain  confidence  in  the  strength  of 
this  company,  I  expect  to  see  the  multiple 
expand.  My  price  target  is  65  over  the  next 
12  months. 

Executive  Risk  is  a  small  specialty  insurer 
with  a  profitable  and  growing  niche  in  under- 
writing directors,  and  officers,  liability  insur- 
ance and  other  professional  liability  insurance 
products.  The  company  has  created  additional 
markets  through  innovative  new  offerings.  Its 
entrepreneurial  style  is  supported  by  the  fact 
that  management  and  employees  own  more 
than  20%  of  the  stock.  I  believe  the  company 
should  be  able  to  grow  at  15%  for  at  least  the 
next  five  years. 

Earnings  for  1996  and  1997  are  estimated 
at  $2.45  and  $2.90,  respectively  producing 
earnings  multiples  of  14.3  and  12.1.  The 
stock  should  appreciate  in  line  with  its  15% 
growth  rate,  yielding  a  one-year  price  objec- 
tive of  42. 

ITT  Hartford  is  a  leading  provider  of  prop- 
erty/casualty insurance,  which  became  a  pub- 
lic company  late  last  year  when  it  was  spun 
off  from  its  parent.  Earnings  are  estimated  at 
$4.40  and  $5.50  for  this  year  and  next.  A 
price/earnings  multiple  of  12  would  be  a  bet- 
ter reflection  of  this  company's  fundamental 
strength.  My  one-year  objective  is  65. 

tig  is  also  in  the  property/casualty  insurance 
business  with  a  sizable  stake  in  the  reinsurance 
market  as  well.  When  the  company  was  spun 
out  of  Transamerica  several  years  ago,  it  got 
aggressive  new  management  that  has  embarked 
on  a  significant  restructuring  and  share  repur- 
chase program.  At  11.6  times  1996  estimates 
of  $2.50,  and  10  times  1997  estimates  of 
$2.90,  the  stock  could  reach  a  price  of  36. 
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MAKING 
CHOICES 

■  When  you  think  about  why  some  CEO's  are 
more  successful  than  others  the  answer  seems  to 
ie  in  their  ability  to  make  good  strategic  choices, 
solid  financial  choices  and  smart  people 
decisions.  That  is  really  key  to  succeeding  at 
'unning  a  business. 

■  Choosing  ERP/MRP  II  software  is  no  different. 
Knowing  that  the  software  you  choose  is  going 
\o  work  is  very  important.  Is  the  shipping 
department  delivering  what  was  promised?  Is 
manufacturing  producing  what  is  required?  Do 
all  managers  understand  the  goals,  directions 
and  performance  standards? 

I  In  well -managed  companies,  these  issues  are 
not  issues  at  all.  They  are  tools  of  effective,  smart 
decision  making;  making  smart  managers  even 
smarter. 

■  So  in  evaluating  software  choices  to  better 
run  your  organization,  Choose  Relevant  Software. 
vVhy?  Relevant  provides  maximum  operating 
sfficiency  by  incorporating  years  of  ERP 
development  for  discrete  manufacturers  with  the 
latest  advancements  in  enterprise -wide  computing 
fechnology. 

■  Relevant's  latest  ERP  software  offers: 

-  MICROSOFT®  WINDOWS  COMPATIBILITY 

-  GRAPHICAL  USER  INTERFACE 

-  MULTI-PLANT  CAPABILITY 

-  DEMAND  MANAGEMENT 

-  PROJECT  &  JOB  MANAGEMENT  WITH 
WORK  BREAKDOWN  STRUCTURE 

-  AVAILABLE  TO  PROMISE 

■  To  help  ensure  that  you  can  shape  the  future 
of  your  company,  or  to  receive  our  new  brochure, 
call  1-800-4-RELEVANT, 
write  us  at 
Two  Annabel  Lane, 
Suite  215, 
San  Ramon,  CA 
94583  or 
E-Mail  us  at 
rbs@ccnet.com 
It's  your  wjg  . 
choice. 


SHAPE  THE  fm 


Relevant  is  a  leading  developer  of  enterprise- 
wide  client/server  manufacturing  business 
solutions.  This  remarkable  capability  evolved  through 
our  partnership  with  Informix,  a  worldwide  leader  in 
high  performance  database  technology.  Both  organ- 
izations combine  their  skills  to  provide  the  best,  most 
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EDITED  BY  W1L 


The  magical 
Dordogne 

Haunted  for  25  years  by  a  passage  in  a  book, 

this  author  finally  visits  an  ancient  corner  of  France. 

The  reality  equals  the  expectation. 


By  James  W.  Michaels 

Driving  us  to  the  Montpamasse  rail- 
road station,  an  unexpectedly  affable 
Parisian  taxi  driver  asked  where  we 
were  bound.  To  the  Dordogne,  I 
replied.  He  rubbed  his  belly  apprecia- 
tively. As  Florida  means  perpetual 
sunshine  to  Americans,  to  the  French 
the  Dordogne,  in  the  heart  of  the 
Perigord,  stands  for  great  food. 

But  it  wasn't  just  truffles  and  fresh 
foie  gras,  cepes  and  duck  confit  that 
we  were  seeking  in  the  classically 
beautiful  and  bountiful  river  valleys 
beyond  the  Bordeaux  vineyards  in 
southwestern  France.  A  quarter  of  a 
century  ago  I  read  Henry  Miller's 
autobiographical  Colossus ofMaroussi. 
The  expatriate  American  devotes  only 
a  page  to  a  month  he  spent  in  the 
Dordogne  on  the  eve  of  World  War 
II,  but  what  a  page  it  is!  It  has  re- 
mained with  me  all  these  years: 

"Just  to  glimpse  the  black,  mysteri- 
ous river  at  Domme  from  the  bluff  at 
the  edge  of  town  is  something  to  be 
grateful  for  all  of  one's  life.  It  is  the 
country  of  enchantment  which  the 
poets  have  staked  out.  .  .  .  The  Dor- 
dogne will  live  on  just  as  dreams  live 
on  and  nourish  the  souls  of  men." 

I  mean,  a  man's  gotta  see  that.  This 
wasn't  some  hack  of  a  travel  brochure 
writer.  Miller  was  a  bit  of  a  flake  but  he 
had  a  sense  of  beauty  and  wrote  lovely 
prose.  And  so,  a  quarter  centurv  on 
and  three  hours  on  the  Train  a  Grande 
Vitesse,  my  wife  and  I  are  in  Bor- 
deaux. Picking  up  a  Hertz  rental,  we 
soon  clear  the  suburbs  and  drive  east- 
ward through  vineyards  and  fields 
scarlet  with  wild  poppies,  through 
authentically  restored  ye  How  stone 


villages,  past  Romanesque  churches 
and  stately  chateaux.  Our  destination 
was  some  80  miles  away,  the  tiny 
village  of  Tremolat  located  on  a  loop 
in  the  Dordogne  river. 

Miller  got  the  color  wrong:  The 
Dordogne  and  its  sister  the  Vezere  are 
brown,  not  black.  Otherwise,  Miller 
got  it  right:  This  is  soul-stirring  coun- 
try. The  taxi  driver  got  it  right,  too; 
this  is  a  gourmet's  heaven. 

If  that  weren't  lure  enough,  we 
found,  the  Dordogne  is  a  history 
buffs  delight,  some  of  the  most- 
fought-over  land  in  bloody  Europe. 

There  are  a  number  of  ways  to  see 
the  Dordogne.  Hilly  but  not  moun- 


Foie  gras  in  the  making 
Cholesterol?  Who  cares? 


tainous,  it's  great  walking  country, 
and  you  can  arrange  to  be  part  of  a 
tour,  resting  your  sore  feet  even'  night 
at  comfortable  inns  with  great  food.  If 
you've  got  the  legs  for  some  uphill 
pumping,  there  are  splendid  bike 
tours,  likewise  softened  by  rich  meals 
and  comfortable  beds. 

Or  you  can  do  as  we  did  and  hire  a 
stubby  little  Renault  Clio  with  a 
short  turning  radius  and  a  cutoff  rear 
end  capable  of  maneuvering  village 
streets  where  the  houses  are  so  close 
that  occupants  of  upper  floors  can 
touch  hands  across  them.  With  a  car 
you  can  cover  more  ground.  Hate 
driving?  The  area  is  relatively  com- 
pact, and  you  can  cover  a  lot  with  no 
more  than  an  hour  or  two  of  daily 
driving. 

On  a  partly  sunny  day  in  late  May, 
we  stood  where  Henry  Miller  stood 
58  years  earlier.  From  that  bluff 
outside  Domme  we  looked  down  on 
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doings. 


Dordogne  Valley 
seen  from  Domme 
The  vista 
that  sent 
Henry  Miller 
into  raptures. 


the  slowly  flowing,  meandering  riv- 
er, the  checkerboard  fields  and  the 
villages  clinging  to  the  sides  of  the 
limestone  hills.  The  light  was 
extraordinary. 

I  don't  know  whether  Miller  did 
as  we  did,  climbing  to  the  top  of  the 
castle  at  nearby  Beynac.  If  so,  he 
would  have  seen  an  equally  spectac- 
ular sight.  From  the  battlements  you 
look  down  and  across  the  valley, 
seeing  on  every  hilltop  an  ancient 
fortress,  each  once  the  lair  of  an 
ancient  robber  baron.  In  the  lawless 
late  Middle  Ages,  no  man,  woman  or 
child  could  survive  without  a  forti- 
fied place  for  refuge.  War  and  killing 
were  not  just  business  or  political 
necessity  in  those  days;  they  were 
sport,  too. 

You'll  get  more  from  the  Dor- 
dogne if  you  bring  some  familiarity 
with  its  history.  Though  in  the  heart 
of  France  and  about  300  miles  from 
the  English  Channel,  it  was  English 
for  some  200  years,  Eleanor  of  Aqui- 
taine's  dowry  to  Henry  Plantagenet, 
Henry  II  of  England.  The  French  did 
not  enjoy  the  English  presence,  and 
there  was  perpetual  fighting  culmi- 
nating in  the  Hundred  Years  War. 

We  visited  the  little  12th-century 
chapel  of  St.  Martin  at  Limeuil,  the 
town  where  the  Dordogne  and  the 
Vezere  converge.  An  Anglican  out- 
post in  Catholic  country,  the  chapel 
was  built  by  Henry  II  as  penance  for 
the  murder  of  Thomas  a  Becket.  In  its 
churchyard  is  buried  an  officer  of 
Napoleon  whose  memorial  records 
that  he  served  at  Leipzig,  was  cap- 
tured at  Moscow  and  survived  to  be- 
come a  prominent  local  landowner 
and  agriculturist. 

Besides  history,  there's  lots  of  pre- 
history here.  Humans  lived  in  the  area 
at  least  30,000  years  ago  and  left  cave 
drawings  of  surpassing  beauty.  If 
you're  up  for  a  good  climb,  you  can 
see  some  of  them  at  Les  Eyzies  and 
other  places  nearby. 

When  peace — relative  peace,  any- 
way— finally  settled  over  the  area,  lo- 
cal big  shots  built  elaborate  chateaux, 
many  of  which  are  now  hotels  and 
others  monuments  open  to  the  pub- 
lic. We  stayed  in  Tremolat  at  Le  Vieux 
Logis.  This  tastefully  restored  farm/ 
hotel  offers  24  rooms  and  suites  and  a 
Michelin  one-star  chef,  Pierre  Jean 
Duribreux,  who  prepares  a  hearty  jar- 
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ret  de  veau  fermier  that  I  will  remem- 
ber the  rest  of  my  life.  Just  20  kilome- 
ters away  in  Les  Eyzies  is  the  re- 
nowned Le  Centenaire  restaurant,  a 
well-deserved  recipient  of  two  Miche- 
lin  stars. 

As  free  traders,  my  wife,  Jean,  and  I 
always  sneered  at  France's  protection- 
ist agricultural  policies,  but  after  tast- 
ing the  food  and  visiting  three  farm- 
ers' markets  in  Perigord  towns  and 
villages,  we  can  better  understand  it. 
Much  French  farming  may  be  ineffi- 
cient and  labor-intensive,  but  its  pro- 
duce is  fit  for  the  gods.  The  strawber- 
ries are  sweeter,  the  chickens  tastier, 
the  mushrooms  more  flavorful  than 
our  mass-produced  varieties. 

The  Dordogne  isn't  cheap,  but 
prices  are  half  Paris  rates.  We  paid 
$200  a  night  for  a  small  but  lovely 
room  done  in  antiques.  A  splendid 
dinner  for  two  at  Le  Vieux  Logis  with 
aperitif  and  local  Bergerac  or  Cahors 
wines  came  to  around  $150,  service 
compris.  The  splurge  with  the  tasting 
menu  at  Le  Centenaire,  a  glass  of 
champagne  for  aperitif  and  a  bottle  of 
excellent  Cahors  wine  set  us  back 
$250,  tips  included. 

You've  a  wide  choice  of  fine  small 
hotels.  The  excellent  Relais  &  Cha- 
teaux system  has  at  least  a  half-dozen 


in  the  region.  If  you  are  on  a  tighter 
budget,  your  travel  agent  can  find 
plenty  of  comfortable  hotels  with 
good  food  at  much  lower  prices. 

But  now,  the  bad  news.  The  Dor- 
dogne is  no  longer  a  secret  shared  by 
Henry  Miller  and  me.  Tourism  is, 


Village  butcher  shop 
Dangerous  for  dieters. 


after  agriculture  and  viniculture,  the 
big  industry  in  the  area.  The  French 
government  has  poured  a  lot  of  tax- 
payer money  into  restoring  the  old 
villages — the  buildings  themselves, 
being  stone,  had  survived  wars,  burn- 
ing and  abandonment.  Hence  the 
lovely  village  squares  are  solid  with 
cafes  and  souvenir  shops.  Movie- 
makers frequently  use  the  towns  as 
ready-made  sets  for  historical  films. 
When  the  tourist  buses  jam  the  roads 
from  mid-June  until  mid-September, 
paradise  becomes  bedlam. 

But  if  you  are  looking  for  an  early- 
fall  or  late-spring  vacation,  put  the 
Dordogne  high  on  your  list. 

Do  some  reading  first.  The  stan- 
dard guidebooks  are  useless.  I  highly 
recommend  the  local  Blue  Guide  or 
Michelin.  Historian  Ina  Caro's  paper- 
back The  Road  from  the  Past  contains 
several  lively  chapters  on  the  area 
(Harcourt  Brace,  $15).  Barbara 
Tuchman's  A  Distant  Mirror,  though 
not  set  in  the  Dordogne,  will  give  you 
a  sense  of  life  and  living  in  the 
Middle  Ages. 

Thanks,  Henry  Miller.  I'll  forgive 
your  sophomoric  whining  about  life 
in  "Amerika,"  because  we're  grateful 
to  you  for  turning  us  on  to  this  won- 
derful corner  of  France.  ■* 
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A  MAN'S  GUIDE  to  buying.  DIAMONDS 


Buy  the  wrong  STOCK,  you  lose  MONEY. 

Buy  the  wrong  DIAMOND,  you  SLEEP  on  the  couch. 


You  love  her  and  she  loves  you.  But  you  still 
want  to  impress  her.  With  your  gift,  your  good 
taste,  and  your  knowledge  of  diamonds.  But  don't 
forget  that  she  may  know  enough  about  diamonds 
to  recognize  a  great  one,  or  an  average  one,  when 
she  sees  it. 

To  know  diamonds  is  to  know  her.  Find  out  what 
she  has  her  heart  set  on.  Try  browsing  with  her, 
window  shopping,  watching  her  reactions  to  other 
women's  jewelry.  Go  by  body  language,  not  just 
by  what  she  says.  The  simplicity  of  a  diamond 
solitaire  is  irresistible  to  many  women.  This  can 
make  shopping  easier  for  you,  allowing  you  to  focus 
on  the  beauty  of  the  stone.  She  may  find  a  solitaire 
necklace  or  solitaire  ear  studs  beautifully  classic, 
yet  wearable  every  day.  On  the  other  hand,  if  it's 
an  anniversary  you're  celebrating,  there's  nothing 
quite  like  a  Diamond  Anniversary  Band  for  the 
10th  anniversary,  or  an  exceptional  25th 
Anniversary  Diamond. 

Like  people,  no  two  diamonds  are  alike.  Formed 
in  the  earth  millions  of  years  ago,  diamonds  are 
found  in  the  most  remote  corners  of  the  world. 
De  Beers,  the  world's  largest  diamond  company, 
has  over  100  years'  experience  in  mining  and 
valuing.  They  sort  rough  diamonds  into  over  5,000  grades  before  they  go  on  to  be  cut  and  polished.  So  be  sure  you 
know  what  you're  buying.  Two  diamonds  of  the  same  size  may  vary  widely  in  quality.  And  if  a  price  looks  too  good 
to  be  true,  it  probably  is.  Maybe  a  jeweler  is  a  mans  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be 
attracted  to  a  jeweler  just  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends 
who've  gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently.  You 
want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4  Cs.  They  are:  Cut, 
not  the  same  as  shape,  but  refers  to  the  way  the  facets,  or  flat  surfaces,  are  angled.  A  better  cut  offers  more  brilliance; 
Color,  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks,  or  "inclusions,"  the  better;  Carat  weight,  the 
larger  the  diamond,  usually  the  more  rare.  Remember,  the  more  you  know,  the  more  confident  you  can  be  in  buying 
a  diamond  you'll  always  be  proud  of.  Leani  more.  For  the  booklet  "How  to  buy  diamonds  you'll  be  proud  to  give, "  call 
1-800-FOREVER,  Dept.  23. 

Compromise  now?  Where  s  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something  that  reflects 
how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to  mention  as  beautiful  as  that 
totally  perplexing  creature  who  will  wear  it. 


Sponsored  by  the  Diamond  Information  Center 

A  diamond  is  forever. 
De  Beers 


DcBcers  Consolidated  Mines,  Ltd.,  Kst.  I XXX. 
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Forbidden  art 

If  you  collect  trompe  I'oeil,  watch  out  for  the  feds. 


By  Doris  Athineos 


Richard  Manoogian  is  a  Forbes 
Four  Hundred  member  who  likes  to 
be  reminded  of  what's  important.  So 
he  has  filled  his  Grosse  Pointe,  Mich, 
house  with  some  30  paintings  of 
cold,  hard  cash.  The  trompe  I'oeil 
paintings  deliver  on  their  promise  to 
fool  the  eye.  "People  think  the 
money  is  real,"  says  the  chairman  of 
Masco  Corp.  outside  of  Detroit. 

As  a  genre,  trompe  I'oeil  has  been 
around  since  antiquity.  The  grapes  of 
ancient  Greek  painter  Zeuxis  were 
said  to  be  so  lifelike  birds  pecked  at 
them.  Typically  American  perhaps, 
money  has  been  the  favorite  subject 


for  trompe  I'oeil  here.  "Money  was  a 
peculiarly  American  artistic  obses- 
sion," says  art  historian  Bruce  Cham- 
bers, who  wrote  the  catalog  Old- 
Money:  American  Trompe  I'Oeil 
Images  of  Currency  for  Berry- Hill 
Galleries  in  1988. 

The  U.S.  Secret  Service  has  never 
been  amused.  It's  the  agency  of  the 
Treasury  Department  responsible  for 
nabbing  counterfeiters.  In  its  cock- 
eyed view,  one-of-a-kind  paintings 
and  drawings  of  cash  amount  to 
counterfeiting.  The  agency  can  and 
has  destroyed  handmade  paintings 
and  drawings  of  currency — art  be 
damned. 

In  1886  Secret  Service  agents 
busted  into  a  gin  mill  named  Stew- 
art's near  Wall  Street  and  seized  a 
painting  of  a  frayed  $5  bill  that  hung 
on  the  wall.  It  was  a  gimmick  the 
owner  used  to  amuse  patrons,  but  the 
feds  didn't  see  the  humor  in  it.  The 
artist,  William  Harnett,  also  got  a 
visit  from  the  heat.  "I  was  let  go  with 
a  warning  not  to  paint  any  more  life- 
like representations  of  the  national 
currency,"  Harnett  told  a  New  York 
News  reporter  at  the  time.  Harnett 
gave  up  money  to  paint  musical 
instruments,  though  other  painters 
ignored  the  Secret  Service  then,  as 
they  do  now. 

The  government  still  wastes  tax- 
payers' time  and  money  chasing  after 
these  painters.  Federal  law  [U.S. 
Statutory  Code  18;  sections  474  and 
504]  says  it  is  illegal  to  reproduce 
currency  in  its  actual  size.  It  makes 

Money  paintings  are  a  big  hit  with  collectors 
The  feds  call  it  counterfeit  cash. 


Seized  by  Secret  Service  agents  in  1886 

They  warned  artist  William  Harnett  not  to  fool  with  money. 


340 


Forbes  ■  July  15,  1996 
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Well,  this  could  be  your  chance  to  find  out.  Win  our  Play  With  Your  Favorite  Cross  Creek  Pro 


Tee  Off  with  Two  of  the  Top  Names  in  Golf. 
Cross  Creek  and  Your  Favorite  Pro. 


Sweepstakes,  and  we'll  send  you  and  a  friend  on  an  expense-paid  trip  to  play  with  one  of  the 


top  pros  on  tour. 
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Creek  shirt  or 


our  Pro  Tips 


video.  So  don't 


just  sit  there,  get 


into  the  game. 


And  enter  today. 


Register  To  Win  A  Trip  To  Play 
With  Your  Favorite  Cross  Creek  Pro 


Expense-paid  trip  for  you  and  your  best  golfing  buddy 
to  play  with  your  favorite  Cross  Creek  PGA  Touring  Pro. 


CrossCieek 

The  Exceptional  Shirt 
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no  difference  whether  the  copy  is 
painted  on  canvas  or  drawn  in  pencil. 
In  1992  Secret  Service  agents  seized 
about  500  artworks  from  the  Pitts- 
burgh studio  of  contemporary  artist 
J.S.G.  Boggs,  who  now  lives  in  New 
York.  "We  are  the  protectors  of  the 
financial  institutions  of  the  United 
States,"  huffs  Secret  Service 
spokesman  Carl  Meyer.  Meanwhile, 
Boggs'  bills  hang  in  the  Smithsonian 
Institution,  the  Museum  of  Modern 
Art  ill  New  York  and  the  Art  Institute 
of  Chicago.  Go  figure. 

Collectors  loved  and  continue  to 
prize  trompe  l'oeil  paintings,  many 
featuring  currency,  even  though 
critics  have  long  looked  down 
their  noses  at  the  genre.  "Only 
children  and  half-taught  people 
take  pleasure  in  such  tricks  of  the 
brush  as  Mr.  Harnett  has  lately 
made  the  fashion,"  wrote  one 
reviewer  in  1887. 

The  critic  forgot  to  mention  busi- 
ness people.  "Collectors 
of  trompe  l'oeil  were 
self-made  men  focused 
on  business,"  says 
Doreen  Bolger,  director 
of  the  art  museum  at  the 
Rhode  Island  School  of 
Design,  who  coedited 
William  M.  Harnett 
(Abrams,  $55).  They 
hung  these  virtual 
objects  in  bars,  drug- 
stores, hotels  and  facto- 
ry offices.  Barflies  made 
bets  on  which  objects 
were  real.  They  made 
sport  of  watching  inno- 
cents get  duped.  Har- 
nett's "After  the 
Hunt"  photo,  right) 
was  struck  by  a  cane  and 
damaged  at  Stewart's 
saloon  after  being  hung 
there  in  1886. 

"The  precision  and 
detail  it  takes  for  an 
artist  to  do  a  good 
trompe  l'oeil  painting 
has  always  intrigued 
me,"  says  Manoogian. 
The  plumbing-fixture 
and  hardware  magnate 
bought  his  first  money 
painting  about  20  years 
ago.  Among  his  cache — 
colonial-era  shilling 


THE  I  MTi:i>  STATES 


LIFE  SIZE  &  IN  COLOUR!  £>(n?> 
The  fine  art  of  making  money 

Artist  J.S.G.  Boggs  calls  it  art,  but  the  feds  consider  it  contraband. 


"After  the  Hunt"  hung  in  a  Manhattan  saloon  in  the  1880s 
Barflies  made  bets  on  which  objects  were  real. 


notes,  Civil  War  greenbacks, 
and  25-cent  bills,  issued 
during  the  gold  and  silver 
coin  shortage  that  began  in 
1862. 

Trompe  l'oeil  artists  con- 
tinued to  flaunt  the  govern- 
ment, often  with  humor.  In 
the  1890s,  painter  Victor 
Dubreuil  decided  to  pay  his 
hotel  tab  with  a  painting  of 
the  amount  he  owed — bills 
and  gold  coins  on  canvas.  It 
wasn't  a  bad  barter.  A  collec- 
tor just  forked  over  288,500 
real  dollars  for  "Money  to 
Burn"  at  Christie's  in  May. 
But  the  feds  weren't 
impressed  by  Dubreuil's 
artistry  and  destroyed  one  of 
his  money  paintings. 

After  engineer  Otis  Kaye 
lost  the  family  fortune — 
$150,000,  in  the  1929  stock 
market  crash — he  tried  to 
create  another  stash  of  cash 
out  of  oil  paint.  Look  closely, 
and  you'll  see  his  efforts  are 
signed  "Sknab"  —  banks 
spelled  backward.  "There's 
always  some  double  entendre 
or  pun  with  Kaye,"  laughs 
Fred  Hill  of  Berry-Hill  Gal- 
leries in  New  York.  Today, 
Kaye's  money  paintings  go 
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for  between  $40,000  and  $200,000; 
pencil  drawings  start  at  about 
$5,000. 

Even  in  the  U.S.,  money  is  not  the 
only  subject.  The  record  price  for 
trompe  l'oeil  goes  to  Harnett's  "The 
Old  Violin,"  purchased  for  $4.5  mil- 
lion by  Margaret  and  Richard  Mellon 
Scaife  and  given  to  the  National 
Gallery  of  Art  in  Washington,  D.C.  in 
1993.  There's  no  money  in  this  work 
(see  photo,  right),  but  when  the  paint- 
ing appeared  at  the  Cincinnati 
Industrial  Exposition  in  1886,  a 
guard  had  to  be  posted  to  prevent 
viewers  from  trying  to  peel  off  the 
newspaper  clipping. 

Despite  the  popular  appeal  of 
trompe  l'oeil  (or  maybe  because  of 
it),  museums  ignored  the  genre  until 
1935.  That's  when  the  first 
museum — the  Wadsworth  Atheneum 
in  Hartford,  Conn. — purchased  a 
Harnett  rendering  of  a  pistol  with  a 
cracked  ivory  handle,  "The  Faithful 
Colt,"  for  $475. 

While  prices  for  late- 19th-century 
artists  Harnett,  John  Frederick  Peto 
and  John  Haberle  now  reach  the 
high  six  figures,  minor  artists  like 
Nicholas  Brooks,  Claude  Raguet 
Hirst  and  Alexander  Pope  go  for  less 
than  $75,000.  Manoogian,  known  as 
a  top  collector  of  American  paintings, 
recommends  some  contemporary 
artists  who  work  the  money  angle: 
David  Brega,  Ken  Davies  and 
Michael  Theise. 


There's  no  money  in  the  picture,  but  it's  worth  big  bucks 
Sold  for  a  record  $4.5  million. 


As  for  the  hundreds  of  Boggs' 
works  seized  by  the  government, 
maybe  it  should  think  twice  before 
burning  them.  Selling  them  could 
cover  the  expenses  incurred  traipsing 
after  Boggs.  Fans  will  pay  $1,250  for 
his  fluorescent-colored,  single-sided 
$1  bills  that  read:  "In  Us  We  Trust." 
"I've  had  collectors  call  asking  to  buy 
Boggs'  bills,"  admits  Secret  Service 
spokesman  Meyer. 

If  you  are  interested  in  money 


paintings,  major  New  York  dealers 
include  Berry-Hill  Galleries  (212- 
744-2300)  and  Hirschl  &  Adler  Gal- 
leries (212-535-8810).  A  money 
show  is  slated  for  Beacon  Hill  Fine 
Art  (212-734-3636)  in  Manhattan 
from  July  18  to  Sept.  7.  The  display 
will  include  fine  examples  of  funny 
money  from  the  art  collection  of  the 
Federal  Reserve  Board,  which  appar- 
ently doesn't  talk  much  to  the  Secret 
Service  these  days.  «W 
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KIAL  SERVICES 


/ 


V  Receive  Value  Line  1 
for  only  $55 

Moduclory  subscription  to  The  Value  Line  Investment  Survey 

fis  you  the  2000-page  Investors  Reference  Library — Value  Line's  most  recent 
.'.inn-  and  Reports  on  1700  stocks  and  the  practical  guide  Hold  to  Inuesl  In 
M  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  forS?ac$55.  Available  only  once  every  three  years  to  any  household 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  interest, 
contributed  by  32  Industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  lasl.lYour  subscription  to  Value  Line 
may  be  lax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 


Call  Toll-Free  1-800-833-0046 

JExt.  2903-Depl.  916C15)  American  Express.  MasterCard  ot  Visa  24  hours  a  day,  7  days 
a  week.  If  you  are  not  completely  satisfied  return  all  matenals  in  good  condition  within  30 
^days  trom  the  start  of  your  subsenption  for  a  full  refund  of  your  tee  Allow  4  weeks  lor 
delivery.  NY  residents  add  sales  tax  Foreign  rates  upon  request 


^The  Value  Line  Investment  Survey* 

PO  Box  3988  New  York. 
NY  10008-3988 


INVESTOR  RELATIONS  SERVICES 


OTC 


OTC  Financial  Network 

Premiere  Research-Driven  Investor  Relations 

•  Custom  Research  Reports 

•  Complete  Range  of  IR  Services 

Contact:  Geoffrey  Eiten 
Toll  Free:  888-439-2787 
\      http://www.otctn.com  S 


Annual  returns  of  up  to  20  percent  on 

your  stock  portfolio  are  achievable  with  a 
minimum  amount  of  trading.  For  a 
sample  copy  ot  a  newslettei  "Moderate 
Trader"  send  $3  check  or  money  order  to: 

Evergreen  Publishing,  Inc. 

5350  N.  Lincoln  Ave. 
Box  124-F14 
Chicago,  IL  60625 


BUSINESS 
PARTNER 


$100.000+  INCOME  POTENTIAL 

Lucrative  opportunity  offering  two 
unique,  "bottom-line"  consulting 
services  to  a  broad  spectrum  of 
companies.  Ranked  by  Money 
magazine  among  the  top  10  home- 
based  businesses  with  best  growth 
and  highest  income  potential.  Train- 
ing and  support  provided  by  affiliate 
of  a  30-year-old  CPA  firm.  If  you  are 
a  good  communicator  and  have  a 
strong  desire  for  personal  and 
financial  independence,  call  for  de- 
tails with  NO  OBLIGATION. 
Moderate  investment  required. 

CmV  800-660-0330 

NtOjK  Mon-Fri 

-  v  9am-5:30pui,  CDT 


Build  a  successful  business 

using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 

1-800-877-1103 

Ffcincorp 

Specialists  m  franchise  Development  FB 
>#,'■(«•  'i  jji.i     .  i'.^k-  -.•■Ar".        •  i- jiff  us  Art  < 


$80  For  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  Medical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471  -1 280. 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LLC's. 


$25 


plus 

state  fees 


,800-518-7407 

FAX  502-652-6760 

http://www.corpco.com 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BV1.  Cayman 
Trusts  -  Bank  &  Secunties  Accts 
CreditCards  -  Address  <k  Phone  Service 

(800)551-9105  UrHYersaig 

http://www.ifu.net/ucs 


SPEAK  &  GROW  RICH 

Int'l  seminar  company  offering  a 
proven  opportunity.  Products 
endorsed  by  major  corporations. 
Complete  training  and  support. 
Unlimited  potential. 

(905)  678-7088 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft. 
Boat  &  Shelf  Corporations. 
DAaUKW  Call/Write  for  FREE  KIT: 

VRvisfrv      P0- Box  484"FB 
%,  var        Wilmington,  DE  19899 
m  bki  800-321-CORP-  302-652-6532 


WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-Any  quantity!- 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 

1  800-844-3 100  or  FAX  S02-338-9605 


Universitv  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin.  Public  Admin, 

Health  Care  Admin,  Human  Resources. 
Finance,  International  Business,  Tech  Mgmt, 
Law.  Paralegal,  Psychology  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1 840  E  1 7  St  -  F,  Santa  Ana,  CA  92705 


I! 


BACHELOR  .  MASTER  .  DOCTORATE! 


Maaftqempnt  •E.ducatiort  •NV-diatjon 
Enqjiwenttq    •Computer  SctCIKC        •Holistic  C.A 
Theology       •Ctwmtcal  Dependency  •Paralegal 
Uw  »Hot*l  &  R«t»u»anl       •Grad  T«a 


La  Salle 

University 


(800)955-8879^ 


Dept.  879 
Mandeville.  LA  70470  4000 


DOWNLOAD 
ASIA  INTO 
YOUR  PC. 


THE  ASIA  7500 


ASIA'S  7500 

Largest  Companies 

NOW  ON  DISK! 

Buy  now  at  50%  savings! 
Charter  introductory  price 
only  $750.00  Plus  a  free 
one-year  subscription  to 
new  asia  review 
quarterly  journal. 

CALL  or  FAX 
(203)  222-9734 
FOR  DETAILS 
10  Bay  Street. 
Weslport.  CT  06880 


How  Wealthy  Investors 
Average  60.8%  Annually 

If  you  had  invested  $25K  in  one  of  our 
managed  futures  programs  in  Mar.'89,  your 
account  would  now  be  worth  $430,203! 

Call  For  FREE  Report 
1-800-619-0106  Ext.  386 

Lloyd,  Stevens  6V  Co.  30  Wall  St.  NY  NY  10005 
Past  Performance  Doesn't  Gnaiantce  Future  Results 


Success  Television 

New,  international  television 
network  devoted  to  personal  and 
professional  achievement,  career 
and  family  programming.  Shares 
its  profits  with  its  viewers.  FREE 
Satellite  system.  FREE  monthly 
programming.  1-800-295-2148. 


Judgement-Proof  Assets! 


Our  financial  solutions  protect  assets 
from  the  many  perils  of  wealth,  from  the 
irs  to  lawsuits  to  greedy  relatives!  Find 
out  how.  Call  us  today  at  1  -801  -266-31 1 7 
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EXECUTIVE  GIFTS 


Based  on  the  Alexander 
ichnique,  PosturEvolution  is  not 
simply  a  seating  device,  it's 

long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


<eed  a 
yart 
lime 
et? 

[he  Air 
Charter 
iu!de~ 

your  lukft 
>  gel  the re 

wiled 

slings  include 

500  pages  of 

Inn  Listings  &  Photos. 

16.000  Charter  Ainraft  with  prices. 
3000  operators'  listings  with 

business  profiles,  contacts  and  more. 
Executive  Aircraft  /  Air  Ambulance 
On  Demand  freight 

Tie  Most  Complete  Directory 
of  Its  Kind  In  the  World! 

all  Today  (617)547-5811 

>»Ml  Auburn  (jmhndjjt  MA  02118 
ax:  <M7)  HoH  5335 


ART/COLLECTIBLES 


End  Roofing  Worries 


RUSTIC  SHINGLE 

Wood  Shake  Beauty 
Lifetime  Warranty 
Maintenance  Free 
Fire  Safe 

Proven  Since  1959 

PO  Box  701,  Dept.  F,  Piqua,  OH  45356 


1-800-543-8938 


BUSINESS  FOH  SALE 


rFOR  SALE  BY  OWNER: 

ONVENIENCE  STORES  •  RESTAURANTS  •  MOTELS  • 
NURSERIES-  NURSING  HOMES  •  PERSON 
AUTO  SERV,  ■  MFG.  •  WHSLE.  OISTR.  •  FLORISTS  « 
MISC.  RETAIL  •  TRANSPORTATION  _ 
S.E.  &  MID-ATLANTIC  ONLY  • 
FROM  S50M-  SOME  WITH  TERMS  • 
NO  FEES  TO  BUYERS 

WORLDWIDE 

1-800-240-7355 


rFTanchteing."! 

I  Franchise  your  business  for  growth  I 
I  and  success  Call  Franchise 
|  Developments,  Inc.,  the  nation's  most  | 
■  experienced  franchise  consulting  firm.  ( 
Jj412)  687-8484  or  800-576-5115  ppj 


Money  in  the  Ground 

Insider's  Guide  to  Oil  Deals. 


"Don't  lay  a  trickle  on  the  table 
until  you've  read  this  book" 
Doug  Bentin,  Oklahoma  Gazette. 


To  Order:  800  /  355  2726 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


M-inclusive  fractional  ownership  of 
Learjef*  and  Challenger®  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
CaU:  1-800-590-JETS 


BUSINESS 

JetSolutions 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


MANAGEMENT  SKILLS 


STEALTH 

MANAGEMENT 


Lead  Your  Company  to 
Management  Success. 

Here's  what  business 
leaders  say  about 
|  Stealth  Management. 

"should  be  required 
reading  for  every  MBA. " 


"a  bonanza  for  owners 
and  key  managers." 

■'Hi/at  Will  Rogers  might 

have  written  had  he  gone  to 
Harvard  Business  School. " 


Hardcover  $27.95  ■  Books  On  Tape  $59.95 
Call  or  lax  orders  800-430-4980  Fax  918-584-4980 


Stealth  Management  Institute,  Inc. 


Si 

Aft 

Seeking  Manufacturer  to  market 

and  build  under  license,  'Kar-Kool'.  Keep 
vehicle  cool  while  parked  and 
in  transit  without  using  gasoline  or 
Freon.  Ideal  for  hot,  arid  climate. 
Licenses  available. 

US  $10,000:  non-exclusive. 
US  $100,000:  exclusive. 
602-234-7924  (fax) 


SALVADOR  DALI 


"Drawers  of  Memory" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare,  Authentic, 
Dali  Limited  Editions  From  The 
#1  Source  of  Dali  Graphics 

SILVERSTATE  FINE  ART 

Color  Catalog  Available 
1-800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


EXECUTIVE  GIFTS 


HAND  CARVED  GLASS 

JACOBSON'S  puts  more  than 
200  years  of  American 
craftsmanship  on  YOUR  desk 
with  a  cut-glass  nameplaque. 

FREE  details,  CALL  NOW! 

(800)  937-5742  ext.  8592 


•  16  to  22  modeli  ore  hond 

crowed  from  yjlid  mahogany  with 

horxJpoiited  "loritmgs  and  deioni 

•  Over  WJmodelj  iQ  ltOCh 

•  Pnced  from  $99  50 

•  Satijfoction  guaranteed 

Call  1  800  950  9944 


I  VI  If  If 
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MELATONIN 

Why  pay  retail?  Save  30  to 
40%  by  buying  direct! 
Buy  60  ct  3  mg  tablets  for  $7.95  plus 
$1 .00  p&h.  Send  check  to  Melatec, 
PO  Box  956367,  Duluth  GA  301 36 
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To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  620-2440  or  FAX  (212)  620-2472,  e-mail:  lloren@forbes.com 


ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


AMCAMEX 
Freedom  Drive 

AMCAMEX  is  now  a  key  manufac- 
turer and  marketer  of  its  popular 
"Freedom  Drive"  and  "Road  Eagle" 
dedicated  to  cellular  Hands-Free 
units  for  use  in  most  vehicles.  The 
Texas-based  company  also  manu- 
facturers and  markets  DC  to  AC  power  inverters  and  tele- 
phone caller  I  D.  units  in  the  United  States  and  29  countries 
world-wide.  To  learn  more  about  these  products,  contact 
Sam  Kong  at  (806)  354-2690. 

GENEVA 

CD-ROM  Storage  jackets 

Geneva's  patented  CD-ROM 
Storage  lackets  hold  two  discs  and 
take  only  1/4  the  space  of 
conventional  jewel  box  systems. 
This  innovation  technology 
combines  a  flat  plastic  jacket  with 
a  soft  inner  liner  to  protect  and  organize  discs.  The  Geneva 
system  solves  disc  storage  needs  at  home,  office,  school, 
travel,  or  anywhere!  For  more  information,  call  a  Geneva 
representative  at  1-800-358-3559. 

PEERLESS 
TV  Wall  Mount 

The  new  TV  Wall  Mounts  from 
Peerless  Industries  feature  dual 
swivel  points  and  adjustable  forward 
tilt  for  comfortable  viewing  and 
space-saving  convenience.  Available 
in  three  sizes  to  accommodate  1 3"  to 
27"  TV  sets,  the  mounts  are  constructed  of  heavy  gauge  steel 
and  finished  in  scratch-resistant  black  or  white  epoxy. 
Their  sleek  design  complements  most  decors.  For  more 
information,  call  1-800-865-2112. 


1NSUMER 
1TR0NIGS 

lift.  XETPLACE 


For  t 


0LYMPIA 

Carrera  de  Luxe  MO  Typewriter 

The  Olympia  Carrera  de  Luxe  MD 
Typewriter  is  the  perfect  choice  for 
the  home  office/small  office. 
More  like  a  mini-word  processor, 
the  Carrera  de  Luxe  MD  features 
16K  of  text  memory,  an  80,000  word 
spellcheck  dictionary,  20  character  display,  and  a  1 ,700 
character  lift-off  correction  memory.  For  more  information 
contact  Hank  Van  Ballen,  |r  at  1-800-535-5415 

MOUSEPAD  CONCEPTS 

In  today's  highly  competitive 
market,  Mousepad  Concepts 
has  turned  the  mouse  pad  into 
a  promotional  item  that  puts 
your  name  and  number  at  your 
customer's  fingertips.  With  our  state-of-the-art  printing  we 
can  guarantee  customers  vibrant  colors  and  high  definition 
imaging  at  a  competitive  price.  To  learn  how  Mousepad 
Concepts  can  work  for  you,  call  614-445-4466. 

UNIDEN 

900mhz  Wireless  Phone  for  Your  Office 

The  NOR9500  digital  wireless  phone 
interfaces  with  your  NORSTAR  PBX 
system  and  operates  in  parallel  with  the 
traditional  desk  set  telephone  terminal 
The  handset,  which  weighs  only  8.4 
ounces,  can  use  an  optional  headset  for 
hands-free  operation.  With  Uniden's 
NOR9500,  you  can  have  the  same  convenience  of  your  home 
cordless  phone  in  a  high  quality,  digital,  900mhz  phone  for 
your  office.  For  more  information,  call  (817)  858-3300. 

PC  CONCEPTS 
Computer  Accessories 

Your  ONE-STOP  shopping  for 
surge  protectors,  keyboards, 
mice,  joysticks,  keyboard  drawers, 
and  dust  covers.  From  the 
basic  104-Key  keyboard  to  a 
Multi-Media  Keyboard  with  built- 
in  dual  speakers  and  a  hands-free  microphone  to  the 
economically  designed  WINDOWS®  95  keyboard 
with  a  built-in  FINGER-TOUCH  mouse  pad.  For  more 
information,  call  1-800-735-6071. 


°C  and  Major  Appliance  Retailers 


Editorial  Offic,       01  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300  •  http://www.napco.com 


EDITED  DY  DERO  A.  SAUNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  July  15,  1926) 
"The  new  appeals,  the  old  repels. 
How  our  fathers  and  grandfathers 
hailed  the  building  of  railroads 
through  new  territory!  No  price  was 
too  high  to  pay.  Early  streetcar 
builders  also  were  received  with 
rejoicing.  Once  established,  the  peo- 
ple's attitude  toward  railroads  and 
streetcars  gradually  cooled.  Now  it  is 
the  turn  of  bus  lines  to  be  welcomed 
and  coddled.  But  set  this  down  as  a 
certainty:  The  time  is  coming,  rapidly, 
when  buses  will  experience  the  same 
treatment  as  railroads  and  streetcars." 

"The    federal    government  has 

reduced  its  debt  and  expenditure. 
State  and  local  governments,  on  the 
contrary,  have  increased  their  debts 
and  expenditures.  There  is  nodiing 
new  about  this  situation;  the  novelty 
is  that  businessmen  and  even  the  pub- 
lic have  recendy  begun  to  view  these 
conditions  with  growing  alarm." 

60  years  ago 

(From  the  issue  of  July  15,  1936) 
"Despite  daylight  saving  [and] 
long  summer  days,  electric  power 
production  hits  alltime  high.  [Also] 
new  figures  reveal  two  new  records 
for  airlines  in  U.S.:  In  May,  96,368 
passengers  carried  [and]  69%  of 
available  seats  occupied." 

"Domestic  milling  wheat  at  $1.50  a 
bushel  before  November  is  the 
American  prospect  today,  as  viewed 
unofficially  by  several  of  the  keenest 
world-crop  analysts  in  the  govern- 
ment. The  U.S.  drought,  plus  decid- 
edly unfavorable  spring  growing 
weather  throughout  the  Danube 


Forbes'  July  15, 1936  cover  shot  mirrors 
mid-Thirties  concern  with  labor  strife. 


basin,  plus  diminishing  Black  Sea 
exports  (due  to  expanded  food  quo- 
tas within  Russia),  sketch  the  world 
wheat  picture  for  the  new  crop  year." 

50  years  ago 

(From  the  issue  of  July  15,  1946) 
"Labor's  'second  round'  of  still 
higher  wage  increases  will  be  coming 
up  earlier  as  a  result  of  the  price  con- 
trol fracas.  First  of  the  new  set  of 
major  strike  threats  involves  meat- 
packing and  Pacific  shipping,  but 
other  sections  of  the  production  front 
already  are  near  the  boiling  point." 

"An  airpark  usually  is  a  small  airport, 
constructed  and  operated  primarily 
for  the  use  of  private  fliers. 
Thousands  of  airparks  will  be  needed 
to  serve  the  private  flying  enthusiasts 
of  America's  cities,  towns  and  com- 
munities— along  with  personal  air- 
craft sales  agencies,  flight  instruction, 
charter  service,  crop  dusting  service, 
hangar  and  maintenance  facilities, 
and  a  variety  of  other  concessions." 


25  years  ago 

(From  the  issue  of  July  15,  1971 ) 
"Despite  a  year  of  world  economic 
uncertainty,  the  road-building  indus- 
try rolled  right  along  with  its  paving. 
The  U.S.  led  with  $19  billion  in  road 
building  last  year,  followed  by  Japan 
with  $4.3  billion  and  Germany  with 
$3.2  billion.  The  Association  of 
General  Contractors  also  reports 
that  31,900  miles  of  the  planned 
42,500-mile  Interstate  Highway 
System  are  now  open  to  traffic." 

"Since  1965  six  states  have  enacted 
new  personal  income  taxes,  and  16 
others  have  increased  their  existing 
personal  tax  rates.  Combined  with 
rising  property  tax  rates  and  infla- 
tion, these  new  levies  make  it  hard 
for  the  American  family  to  keep 
ahead  of  the  hounds." 


The  1936  oil-boom  town  of  Rodessa,  La.,  near  the  Texas  border,  grew  from  three 
country  stores  to  a  population  of  over  5,000  in  less  than  one  year. 


California  Governor  Ronald  Reagan  paid 
no  state  income  tax  in  1970,  partly  by 
using  cattle  breeding  as  a  tax  shelter. 

10  years  ago 

(From  the  issue  of  July  14,  1986) 
"Among  the  brightest  and  ablest  in 
the  forest  of  presidential  timber  is 
Senate  Majority  Leader  Bob  Dole." 

-Malcolm  Forbes 

"These  lazy  days  of  summer,  while 
the  rest  of  the  country  is  off  on 
vacation,  are  when  strange  things 
can  happen  on  Wall  Street.  Over 
three  of  the  last  six  summers  the 
Wilshire  index  made  double-digit 
swings.  The  wildest  summer  of  the 
lot  was  in  1980,  when  the  Wilshire 
gained  16.7%.  The  second-best 
gain,  15.4%,  came  in  the  summer 
of  1982."  » 
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How  foolish  you  would  be 
to  start  on  a  journey 
without  knowing  where  you 
wanted  to  go.  Have  you  ever 
sat  down  and  seriously 
drawn  up  a  plan  for  your 
life?  Have  you  ever  delib- 
erately mapped  out  where 
you  want  to  go  during  your 
life's  journey?  Now,  isn't 
your  life  infinitely  more 
important  to  you  than  any 
journey  you  may  take?  Why, 
therefore,  not  devote  the 
most  earnest  effort  to  plan 
your  life,  to  set  for  your- 
self a  goal?  We  are  now  at 
the  New  Year  season.  Isn't 
this  a  peculiarly  appropriate 
time  to  look  ahead, 
to  indulge  in  solemn  think- 
ing, to  formulate  life 
plans,  to  lay  down  a 
definite  course  to  follow? 

-B.C.  Forbes 


A  Text  .  .  . 

Though  I  speak  with  the 
tongues  of  men  and  of 
angels,  and  have  not 
charity,  I  am  as  sounding 
brass,  or  a  tinkling 
cymbal. 

-I  Corinthians  13:1 


Sent  in  by  Stan  Vorgias, 
Union,  III. 

What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


Life  is  full  of  infinite 
absurdities,  which,  strangely 
enough,  do  not  even  need  to 
appear  plausible,  because 
they  are  true. 
-Pirandello 

The  reductio  ad  absurdum  is 
God's  favorite  argument. 
-George  Tyrrell 

Modern  man  must  descend 
the  spiral  of  his  own 
absurdity  to  the  lowest 
point;  only  then  can  he 
look  beyond  it.  It  is 
obviously  impossible  to 
get  around  it,  jump  over 
it,  or  simply  avoid  it. 
-Vaclav  Havel 

One  step  above  the  sublime 
makes  the  ridiculous,  and 
one  step  above  the  ridiculous 
makes  the  ~  blime  again. 
-Thomas  i 


In  a  world  where  everything 
is  ridiculous,  nothing  can 
be  ridiculed.  You  cannot 
unmask  a  mask. 
-G.K.  Chesterton 

There  is  no  opinion  so 
absurd  but  that  some 
philosopher  will  express  it. 

-Cicero 

Look  for  the  ridiculous  in 
everything,  and  you  will  find  it. 

-Jules  Renard 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Each  individual  volume  (1,  2  or  3)  is  available 
for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  31/:'  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  I A  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-2344553  and  charge  to  your  credit  card. 


Oh,  life  is  a  glorious 

cycle  of  song, 
A  medley  of  extemporanea; 

And  love  is  a  thing 

that  can  never  go  wrong; 
And  I  am  Marie  of  Roumania. 

-Dorothy  Parker 

The  absurd  is  sin  without  God. 

-Albert  Camus 

It  is  not  in  the  world  of 
ideas  that  life  is  lived. 
Life  is  lived  for  better  or 
worse  in  life,  and  to  a  man 
in  life,  his  life  can  be  no 
more  absurd  than  it  can  be 
the  opposite  of  absurd, 
whatever  that  opposite  may  be. 
-Archibald  MacLeish 

Life  is  a  jest,  and 
All  things  show  it; 
I  thought  so  once, 
But  now  I  know  it. 

-John  Gay 

In  the  sphere  of  thought, 
absurdity  and  perversity 
remain  the  masters  of  the 
world,  and  their  dominion 
is  suspended  only  for 
brief  periods. 
-Schopenhauer 

There  is  no  fact  that  cannot 
be  vulgarized  and  presented 
in  a  ludicrous  light. 

-Fyodor  Dostoevsky 

The  magnificent  and  die 
ridiculous  are  so  close 
that  they  touch. 
-Bertrand  de  Fontenelle 

If  life  must  not  be  taken 
too  seriously,  then  so 
neither  must  death. 

-Samuel  Butler 

Humanity  does  not  know  where 
to  go  because  no  one  is  waiting 
for  it:  not  even  God. 
-Antonio  Porchia 
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m  Away  13,000,000  Airline 


|^ow  there's  13  million  more  reasons  to  stay  at  Hilton  this  summer.  Between  July  1  and  September  15, 
thirteen  HHonors"  members  with  the  most  qualifying  Double  Dip'  stays  will  earn  1,000,000  airline  miles 
each.  And  every  member  can  earn  up  to  3,000  bonus  miles  too.  Just  three  Double  Dip  stays  with  the  same 
airline  partner  during  the  promotional  period  can  be  worth  1,000  bonus  miles,  up  to  nine     *  . 
Double  Dip  stays  for  a  total  of  3,000  miles.  Don't  wait  another  minute -start  requesting 
both  points  and  miles  with  any  of  these  airline  partners:  Air  Canada,  Alaska  Airlines, 
America  West  Airlines',"  American  Airlines;  British  Airways,  Continental  Airlines,  Delta  Air  Lines, 
Mexicana  Airlines,  Midwest  Express  Airlines,  Northwest  Airlines,  TWA;  United  Airlines  and  USAir.  With  all 
those  airlines  and  all  those  miles,  it's  the  next  best  thing  to  having  your  own  private  jet.  Visit  us  on  the  Internet 
at  http://www.hilton.com/13mm,  or  for  reservations,  call  your  professional  travel  agent  or  1-800-HILTONS. 


*    Hotels  and  Resorts 


Each  nf  HHonors  13  airline  partners  mil  award  a  one  million  mile  (one  million  kilometer  on  Mexicana  Airlines.  100,000  Air  Miles  (or  British  Airways  U.K.  Executive  Club  Members)  bonus  to  the  member  with  the  most  qualifying  Double  Dip  stay?  with  that  airline 
partner  during  the  promotion.  Qualifying  stays  are  stays  at  business  rates  for  which  you  earn  both  points  and  miles,  (consecutive  nights  at  the  same  HHonors  hotel  count  as  one  stay)  with  check-in  or  check-out  dates  between  7/1/%  and  9/15/96.  Only  one  stay  per 
calendar  dav  Hilton  will  notify  qualifier  by  12/31  '96.  In  the  event  of  a  tie,  the  member  who  has  earned  the  greatest  number  of  HHonors  Base  points  during  the  promotional  period  will  qualify  Only  three  1,000  mile  (1,000  kilometer  on  Mexicana  .Airlines.  100  Air  Miles 
for  British  Airways  U.K.  Executive  Club  Members)  bonuses  per  member  in  the  promotional  period.  Same  member  cannot  win  more  than  1,000.000  miles  in  12  consecutive  months.  You  must  be  an  HHonors  member  and  an  HHonors  airline  partner  program  member 
to  receive  points  and  miles.  All  HHonors  and  airline  terms  and  conditions  apply.  Allow  6  8  weeks  for  bonus  miles  to  be  posted  to  your  frequent  flyer  account,  stays  must  be  posted  by  9/30/%  to  qualify  All  taxes  are  qualifiers'  sole  responsibility  Qualifiers  must  sign 
and  return  affidavit  of  eligibility  and  liability  and  publicity  (where  permitted  by  law)  release  Offer  void  where  prohibited,  taxed  or  restricted  by  law  or  if  award  of  points  and  miles  is  otherwise  restricted  or  prohibited  by  law.  American  Airlines  and  AAdvamage  are 
registered  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  the  AAdvantage  program  at  any  time  without  notice  The  Hilton  logo  and  logotype  are  registered  trademarks  of  Hilton  Hotels  Corporation  01996  Hilton  Hotels 


Schwabs  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can. 


What  does  it  take  to  become  a 
successful  investor? 

While  many  would  have  you 
believe  that  it's  a  mystifying  process, 
we  at  Schwab  have  a  different  point 
of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  you're 
guided  by  a  few  basic  principles: 

•  Invest  for  the  long  term  rather  than 
the  quick  gain. 

•  Look  for  value  wherever  you  can 
find  it. 

•  Seek  out  balanced,  objective 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vested 
interest  in  the  financial  products 
they  sell  you. 

Investors  who  pay  less 
have  more  to  invest. 

Charles  Schwab  introduced  the 
concept  of  discount  brokerage  20 
years  ago,  and  we're  more  deter- 
mined than  ever  to  make  sure  that 


At  Schwab,  vue  believe 
the  investor  should  think  intently 
and  spend  wisely. 


investors  enjoy  a  cost  advantage. 

So,  for  example,  a  product  like 
Schwab's  Mutual  Fund  OneSource4 
service  offers  over  500  funds  from 
many  of  America's  best-known 
mutual  fund  families.  And  every 
single  one  of  them  is  free  of 
loads  and  transaction  fees. 

(While  load  funds  can  offer 


attractive  returns  and  other  benefits, 
you  could  start  off  with  them  by 
giving  up  as 
much  as  6% 
of  your  prin- 
cipal. Even 
on  bad  days, 
the  Market 

Charles  R.  Schwab. 
is  rarely  off      Committed  to  giving  you  control 
over  your  financial  goals. 

that  much.) 

Why  not  become  a 
Schwab  customer  yourself? 

Every  day,  thousands  of  new 
investors  turn  to  Schwab.  Why 
not  join  them?  We  think  you'll 
find  it  an  altogether  demystifying 
experience. 


An  Invaluable 

Investing 
Sourcebook: 
Yours  Free. 


To  receive  your  free  copy  of 
The  Essential  Investor'™  visit  one  of  our  more 
tlun  220  offices  nationwide  or  phone: 

1-800-833-8633 


CharlesSchwab 


©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Membet  SIPC/NYSE.  (5/96)  Prospectuses  containing  more  complete  information,  including  management  fees,  charges  and  expenses, 
are  available  from  Schwab.  Schwab  receives  remuneration  from  Mutual  f  und  OneSource  companies.  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  fund  shares  bought 
with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  tuture  should  short-term  trading  become  excessive. 


Imagine  Something 

Yet  FeeL 


INTRODUCING  THE  ALL -NEW  1996  MERCURY  SABL] 

Imagine  an  automobile  with  styling  so  fresh  it  makes  the  word  "aerodynamic"  seem  new  again.  Imagine  th 

automobile  is  engineered  to  such  precise  tolerances  and  with  such  structural  integrity 


1 


Starting  at 

$19755 

well-equipped  os  feels  as  if  it  were  formed  from  a  single  piece  of  steel.  Imagine  that  it  not  only  goes  100,0( 

s22,705  ls  as  shown  includes 

abs,  24-valve v-6,  remote  keyless  miles  between  scheduled  tune -ups* but  that  its  so  rewarding youll  actually  want  to  dri' 

entn  system,  and  power  driver's 

seat,  windows  and  locks"  .    ,      r     T  ,  .,    ,  , 

it  that  tar.  Imagine  an  automobile  that  impresses  you  with  both  its  interior  room  (mo 


"Under  normal  driving  conditions  with  routine  tluia7|ilter  changes.  Based  on  MSP.P  with  PEP450A.  Tax,  title  extra. :  Based  on  MS8P  with  PEP  461 A  and  listed  options.  Tax,  title  extra. 


Fhat  Looks  So  Fluid 
>o  Solid. 


Mercury  Sable  IS 

Automobile  Magazine 
All-Star  and  Design  of  the  Year 


Dom,  in  fact,  than  Honda  Accord  and  Toyota  Camry )  and  its  interior  amenities.  On  the  other  hand,  why  imagine 

any  of  those  things  when  you  can  see,  hear  and  feel  them  firsthand 
instead?  With  a  test  drive  in  the  all- new  Mercury  Sable.  For  more 
information  call  1  800  446-8888, 


00  00  0 


(St  two  examples  of 
ible's  outstanding 
igineering:  ail 
mnes  go  100,000 
ps  between  scheduled 
me-ups'and  a  strong  safety 
11  with  innovative  cross-car  beam 
\lps  prated  occupants. 


or  enter  http:llwwui.Uercuryvehicles.com 
for  access  to  the  Internet. 


Mercury 

IMAGINE  YOURSELF 
IN  A  MERCURY 


A  LL 


roads  Lead 


to  M  L  L a n. 


The  power  of  momentum.  To  build  it.  To  expand  with  it.  This  is  the  promise  of  portable  computing. 


To  maximize  performance  and  to  do  so  with  the  highest  level  of  reliability— this  is  the 


promise  of  the  Milan'"  notebook  from  Fujitsu.  It  is  a  family  of  powerful  notebooks  that 


»  »  t  i  »  i  i  i  i  i  t 


runs  the  most  complex  business  applications  available  today,  * 


all  from  a  slim  5.7-pound  design.  Each  Milan  notebook  features  an  Intel  Pentium"  processor 


and  expandable  EDO  RAM  built  on  32-bit  PCI  bus  architecture  to  produce  processing 


speeds  guaranteed  to  impress.  At  every  point,  Fujitsu  has  maximized 


performance  in  each  of  these  notebooks  by  adding  premium 


components.  The  reason  is  simple.  With  operations  in  more  than 


100  countries,  Fujitsu  is  a  global  leader  in  a  wide  range  of 


information  technologies,  including  PCs,  enterprise  systems, 


microelectronics,  communications,  software  and  services. 
Fujitsu  has  earned  this  position,  and  $36  billion  in  annual  revenue, 
by  focusing  closely  on  the  user  and  exceeding  expectations.  Each  Fujitsu  notebook  is 
supported  by  this  philosophy — in  the  use  of  quality  components,  in  precision  manufacturing, 
and  in  design  that  maximizes  mobile  comfort.  Its  standards  of  service  and  support  are 
equally  far-reaching:  each  Milan  notebook  is  backed  by  a  three-year 
limited  warranty  including  24-hour,  7-day,  toll-free  technical  assistance. 
Which  makes  it  very  easy  to  see  why  all  roads  lead  to  Milan. 


133MHZ.  120MHZ  OR  100MH2  INTEL  PENTIUM  PROCESSOR 
8MB  OR  16MB  EXPANDABLE  EDO  RAM 
UP  TO  11.3"  SVGA  COLOR  DISPLAY 
1  2GB  OR  810MB  HARD  DRIVE 

IRDA-COMPLIANT  PORT  FOR  WIRELESS  DATA  TRANSFER 
TWO  TYPE  II  OR  ONE  TYPE  III  PCMCIA  SLOT 


:aii1-888-4-ON-THE-GOext  1003 

/isit  us  at  www.fujitsu-pc.com  or  call  QuikFacts  fax  on  demand:  1-800-936-5209 


FUHTSU 

J  PC  Corporation 


VOLUME  158  NUMBER  3 


Forbes 


72  O-T-C  stocks 

"Why  don't  we 
go  somewhere 
where  ifs  all  done 
in  the  light  of  day?" 


42  DreamWorks 

"If  it's  morning,  it's 
time  for  another 
DreamWorks 
announcement." 


67  Sonesta  Hotels 

"I'm  not  dead  yet. 
As  long  as  I'm  here, 
the  situation  will 
remain  stable." 


On  the  Cover 

72  Taking  investors 
for  a  ride 

Getting  into  over-the- 
counter  stocks  is  easy.  But 
w  hen  it  comes  time  to 
sell,  who  will  buy  those 
hot  Nasdaq  issues? 
By  Gretchen  Morgenson 

44  Ford's  winning 
strategy 

Ford  Motor  has  taken  its 
knocks  lately,  but  here  its 
rarely  interviewed  number 
two  executive  gives  a  con- 
vincingly upbeat  rebuttal 
to  the  critics. 
By  Jerry  Flint 
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But  Cisco  is  vulnerable, 
just  as  IBM  was. 
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.his  team 
processes  gold 

at  Coeur  s 
Nevada  mine. 


Coeur  d'Alene  Mines  Corporation,  one  of  the  fastest  growing 
gold  and  silver  producers  in  North  America,  was  looking  for 
innovative  ways  to  finance  its  expanding  precious  metals 
capabilities.  UBS  Securities'  Energy  and  Natural  Resources 
team  executed  a  two-stage  financing  program  which  raised  over 
$225  million  of  equity  within  a  four  month  period.  First,  UBS 
underwrote  the  conversion  of  Coeur's  outstanding  convertible 


'urUBS 
team  found 
gold  for 
Coeur  on 
Wall  Street. 


debentures.  Then,  we  lead  managed  its  $150  million  offering  of 
Mandatory  Adjustable  Redeemable  Convertible  Securities 
(MARCS  ').  Together,  these  financings  allowed  Coeur  to  retire 
existing  debt,  improve  its  credit  rating  and  raise  important 
expansion  capital.  If  your  business  would  benefit  from  this 
kind  of  capital  strength  and  financial  creativity,  put  UBS 
on  your  team.  Call  Brooks  Klimley  at  (212)  821-4662. 


Union  Bank 
of  Switzerland 


Union  Bank  of  Switzerland.  2W  Park  Avtnut.  New  Yolk.  NY  10171  Telephone  1212)  921-3000  '  >ther  office*  in  North  Amend.  Chicago.  Houuon.  lx»  Angclei.  Sin  Francisco,  Toronto.  Montreal  UBS  Securities  LLC  is  a  wholly  owned  subsidiary  of  Union  Bank  of  Switzerland. 
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It  takes  a  lot  to  build  something 
this  big...  and  make  it  fly! 


At  Boeing,  it  takes  thousands  of  people,  6  million 
parts  and  partners  like  Sequent. 


For  more  than  three-quarters  of  a  century,  Boeing  has  been  the 
unsurpassed  leader  in  engineering  commercial  aircraft.  But  in  today's 
fiercely  contested  global  marketplace,  the  company's  competitive 
future  will  also  depend  on  its  jet-age  prowess  for  process.  That's  why 
Boeing  is  committed  to  create  a  world-class,  just-in-time  manufactur- 
ing system  that  will  migrate  45,000  employees  and  the  control  of  a 
million-plus  parts  per  airplane  to  new  open  systems  technology 
capable  of  revolutionizing  Boeing's  cost  and  production  time. 

A  key  part  of  this  unprecedented  challenge  is  a  state-of-the-art 
Sequent  database  platform  ...  and  a  truly  powerful,  problem-solving 
partnership  that  places  Sequent  as  a  member  of  Boeing's  collaborative 
development  team.  As  the  leader  in  very  large,  complex  open  systems 
solutions,  Sequent  not  only  runs  some  of  the  biggest  applications 


around  the  globe,  we  routinely  provide  customers  like  Boeing  with 
the  architectural  and  system  integration  expertise  that  make  those 
systems  work. 

Our  customers  say  we're  the  best  in  the  business.  We  prove  it 
every  day  to  Boeing.  We  can  prove  it  to  you. 

If  your  company  plans  to  succeed  like  Boeing,  call  us  at 
1-800-257-9044  or  visit  our  web  site  at  http://www.sequent.com. 


f^Open  Systems  That  Work 
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Gretchen 
Morgenson 


The  games  marketmakers  play 

Pick  UP  the  daily  paper,  check  your  computer  screen:  Why  do 
Nasdaq  stocks  typically  make  much  bigger  moves  than  exchange- 
listed  stocks?  Why  are  SO. many  over-the-counter  stocks  touted  on 
the  Internet?  Why  does  one  day's  volume  in  a  Nasdaq  stock  some- 
times total  10%  of  its  float,  even  in  the  absence  of  big  news  or 
changes  of  control? 

Gretchen  Morgenson  says  the  answer  is  that 
Nasdaq  stocks  are  a  lot  easier  to  manipulate 
than  exchange-listed  ones.  In  these  days  when 
momentum  investing  is  so  popular,  that  mal- 
leability is  profitable  for  marketmakers  and 
money  runners  alike.  Three  years  ago  Morgen- 
son showed  how  wide  spreads  make  Nasdaq 
trading  profitable  for  brokers  but  costly  for 
investors  ("Fun  and  games  on  Nasdaq,"  Aujj. 
16,  1993).  Since  then  the  Justice  Department 
and  the  SEC  have  launched  investigations.  The 
probes  have  made  traders  wary  of  speaking  to  ■m^H 
the  press.  "At  all  times  stock  trading  practices 
are  convoluted  and  wrapped  in  a  jargon  closed  to  outsiders.  But 
with  Nasdaq  and  its  marketmakers  under  investigation,  most  traders 
have  their  jaws  wired  shut.  Those  who  talked  insisted  on  anonymi- 
ty. Why  did  they  talk  at  all?  "Because  they  share  my  concern  that  we 
are  heading  into  an  ugly  crash  in  hot  stocks,"  replies  Morgenson. 
"One  day  soon  the  music's  going  to  stop"  begins  on  page  72. 

Ii  you  think  Morgenson's  alarm  is  excessive,  I 
cite  a  few  simple  numbers.  Taking  the  most 
successful  computer-related  companies,  we  find 
that  IBM  has  a  market  capitalization  (shares  out- 
standing times  market  price)  of  $53  billion, 
Hewlett-Packard  $47  billion,  Motorola  $39 
billion,  Intel  $59  billion, 
Microsoft  $71  billion. 
Almost  all  these  companies 
have  revenues  in  the  tens 
MHB  of  billions  of  dollars.  But 

here's  Cisco  Systems, 
expected  1996  revenues  $3.4  billion,  sporting 
a  market  cap  of  $32  billion — right  up  there 
with  Motorola  and  not  far  from  Hewlett- 
Packard.  Seems  a  bit  out  of  proportion. 
Moving  on  to  a  few  other  fast  computer  outfits, 
Sun  Microsystems  and  Compaq  combined  have 
six  times  Cisco's  revenues  but  sell  for  a  com- 
bined $20  billion.  That  there  are  substantial  differences  in 
price/sales  ratios  is  to  be  expected;  these  companies  are  in  different 
segments  of  the  business  and  at  different  stages  of  maturity.  But 
3Com,  another  hot  little  computer  networking  equipment  compa- 
ny, trades  at  three  times  sales.  Cisco's- valuation  makes  no  sense. 

Or  does  Cisco  practice  alchemy?  Nikhil  Hutheesing  and  Jeffrey 
Young  took  a  close  look  at  this  remarkable  outfit.  Their  conclusion: 
It's  a  hell  of  a  company  but  priced  at  tulip  bulb  levels.  "Curse  of  the 
market  leader"  starts  on  page  78. 


Nikhil  Hutheesing 


Kditor 
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20  THINGS  YOU  SHOULD  DO  IU  THIS  LIFETIME. 


1 

2 
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18 
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Visit  the  country  your  ancestors  called  home. 

Leave  a  dollar  where  a  kid  will  find  it. 

Fly  over  the  Grand  Canyon  in  a  helicopter. 

Lend  money  to  a  friend  without  expecting  it  back. 

Have  a  suit  made  by  a  Savile  Row  tailor. 

Ride  in  a  gondola  down  the  Grand  Canal  in  Venice. 

Teach  a  class. 

See  the  sun  rise  over  the  ruins  at  Machu  Picchu. 

Plant  a  tree. 

Fly  on  the  Concorde. 

Stand  on  the  Great  Wall. 

Make  your  own  beer. 

See  an  opera  at  La  Scala  in  Milan. 

Learn  to  speak  French. 

Take  a  balloon  ride  over  the  Serengeti. 

Hang  up  on  a  lawyer. 

Kiss  someone  passionately  in  public. 

Play  the  Old  Course  at  St.  Andrews. 

Shoot  the  rapids  on  the  Snake  River  in  Idaho. 


Life  is  good.  Especially  when  you  allow  yourself  experiences  as 
invigorating  as  driving  a  BMW  7-Series.  And  since  It  is  one  of  those 
unique  things  that  can  make  you  feel  alive,  it  seems  particularly 
appropriate  that  the  7-Series  should  help  you  stay  that  way. 

Introducing  the  BMW  7-Series  for  1997. 

This  year,  the  BMW  7-Series  presents  an  entirely  new  level  of 
automotive  security  and  safety,  with  features  ranging  from  standard 
side  Impact  alrbags  and  All  Season  Traction  to  its  exclusive  new 
break  resistant  Security  Glass*. 

Safety  is  advanced  even  further  by  powerplants  that  help  you  to 
sidestep  danger  and  drive  your  way  out  of  trouble. 

The  standard  V-8  provided  in  the  740!  and  the  740iL  boasts  the 
fastest  0-60  time  in  its  class,  faster  than  the  far  more  expensive 
Mercedes  S500.  And  for  those  who  want  still  greater  control- 
enhancing  performance,  there  is  the  322  horsepower  afforded 
by  the  750iL's  standard  V-1 2. 

Suffice  it  to  say,  BMW  designed  the  new  7-Series  not  fust  to  be  a 
pleasure  to  drive,  but  also  to  be  among  the  safest  cars  on  the  road. 

Why? 

For  a  reason  you  only  fully  grasp  when  you're  strolling  through  a 
place  like  the  Musee  d'Orsay. 

Life  Is  too  short  already. 


THE  ULTIMATE 
DRIVING 
MACHINE* 


USA 

099    ¥ , 

•Standard  on  rSOiL  Starting  in  the  fall  option,,  nd  MOi.  For  more  information  call  1-800-334 -4BMVV.  Internet  \-  -.  v  »W8CM&  Atlanta  P%5> 

Wl   'wwvy  bmwttsa.com  fc)  19&6  BMW  ,  inc.  The  BMW  tra  md  togo  are  registered      Olfclaf  Sponsor  of  the  1996  U  S  Olympic  Team 

Official  Sponsor  Of  the  1996  Oiympic  Games 


EDITED  BY  DAVID  S.  f  ONDILLER 


^™  President  and  Editor-in-Chief 

Steve  Forbes 
^■i  Chief  Operating  Officer 

Timothy  C.  Forbes 
Chairman 

Caspar  W.  Weinberger 
^™  Vice  Chairman 

Christopher  Forbes 
^™  Executive  Vice  President 

Leonard  H.  Yablon 
^m  Publisher 

Jeffrey  M.  Cunningham 

Vice  President-Finance  &  Administration: 

Scott  R.  Yablon 

Vice  President-Treasurer: 

Joel  B.  Redler 

Vice  President-General  Counsel: 

Terrence  O'Connor 

Vice  President-Secretary: 

Scan  P.  Hcgarty 

Vice  President-Consumer  Marketing: 

John  M.  Thornton 

Vice  President-Business  Development: 

Gregory  J.  Zorthian 

Vice  President-Operations: 

Scott  E.  Mastcrson 

Director  of  Circulation: 

Lawrence  B.  Freeman 

Director  of  Administrative  Resources: 

Mary  Ann  Danner 

Director  of  Corporate  Communications: 

Bruce  H.  Rogers 

Director  of  Corporate  Press  Relations: 

Elizabeth  S.  Ames 
Director  of  Public  Affairs: 

Margaret  Kelly 

Director  of  Information  Technology: 

Daniel  R.  Henderson  Jr. 

Controller: 

Larry  Edelson-Kayne 

Director  of  General  Services: 

Gary  Prasto 

Director  of  Purchasing: 
Teresa  D'Arcy 
^™  Director  of  Advertising: 

William  J.  Flatley 

Director  of  International  Advertising: 

Peter  M.  Schoff 

Director  of  Advertising  ASAP: 

Ted  Gramkow 

Special  Projects  &  Development: 

Arnold  J.  Prives,  Dir.  Special  Projects; 
Susan  D.  Toscani,  Dir.  Special  Sections  Sales; 
Peter  T.  Malloy,  Dir.  Econ.  Dev. 
Miguel  Raurell,  Electronic  Adv. 
New  York:  Russell  Cherami,  Mgr.; 
Christopher  Clark,  Assoc.  N.Y.  Mgr.; 
George  C.  Clissold,  Cons.  Adv.  Mgr.; 
Michael  McCormack,  Dir.  of  Adv.  ASAP:  East; 
Evelyn  Mitchell,  Adv.  Mgr.,  FYI; 
Joseph  A.  Guthcrz,  Kelly  Emery,  Rick  Johnson, 
Avery  Stirratt,  Donna  Tarr,  Linda  Loren 
Atlanta:  John  H.  Reock,  Mgr.; 
Timothy  Carney 

Boston:  Jean-Nicolas  Carter,  Mgr.; 
Lisa  M.  John 

Chicago:  William  J.  Powers  Jr.,  Mgr.; 
James  W.  Wall 

Dallas:  Fred  H.  Wellington,  Mgr. 

Detroit:  David  Forgione,  Mgr.; 

Michael  A.  Woods 

Los  Angeles:  Eric  Rucker,  Mgr.; 

Jill  S.  Harris,  Adv.  Mgr.,  FYI  West 

San  Francisco:  Candace  J.  Alexander,  Mgr. 

Washington,  D.C.:  Jessica  Sibley,  Mgr. 

International:  James  W.  LaCirignola, 

Dir.,  Int'l.  Adv.,  Latin  America,  Korea, 

Philippines,  Thailand;  Christian  M.  Frost 

Hong  Kong:  Pamela  Fung,  Dir.,  Int'l.  Adv., 

Southeast  Asia 

London:  Steven  Rau,  European  Mgr. 
Tokyo:  Hirowo  how,  Japan  Regional 
Adv.  Dir.;  Hiroyuki  Nakagawa, 
Japan  Adv.  Sales  Mgr. 
Marketing  Services: 

Marisa  Marks,  Dir.  Marketing  &  Promotion 

Carol  Nelson,  Dir.  Spec.  Sections  &  Prog. 

Frank  Dolcimascolo,  Dir.  of  Research 

Advertising  Business: 

Joyce  McCracken,  Mgr.  Sales  Information; 

Diane  Loparnos,  Tom  Marlow, 

Ana  Maria  Miranda,  Robin  Stein; 

Patricia  Deckclnick,  Adv.  Services  Manager; 

Thomas  O'Connor,  Cathy  Schwartz; 

John  Weinberg,  Mgr.,  Admin.  Services 


Mixed  results 

Consolidations  and  efficiency 
gains  would  lead  to  higher  profits 
and  share-price  appreciation  far  out- 
pacing the  market.  That's  the  logic 
we  applied  last  year  to  investing  in 
bank  (Apr.  10,  1995)  and  insurance 
(Dec.  4,  1995)  stocks. 

What  happened? 

Bank  stocks  have  turned  out  to 
be  hot  performers.  Major  regionals 
gained  52%  last  year,  while  money 
center  banks  were  up  58%,  trounc- 
ing the  s&P  500's  34%  run.  "Deaf, 
dumb  and  blind, 


you  could  pick  winners 
in  the  bank  stock  world  in  '95, " 
says  James  McDermott,  president  of 
Keefe,  Bruyette  &  Woods.  This 
year,  with  far  fewer  mergers  and 
concern  about  consumer  credit 
writeoffs,  most  bank  stocks  are 
roughly  matching  the  market. 

Insurance  stocks  have  proven  less 
robust.  So  far  this  year,  multiline 
insurers  in  the  s&P  500  have 
climbed  8%,  while  life  insurers  have 
risen  4%.  Property  and  casualty 
insurers  are  up  just  3%.  All  trail  the 
market's  10%  gain  through  June  30. 

The  outlook?  For  bank  stocks, 
lukewarm.  Stephen  Biggar,  a  bank 
analyst  with  Standard  &  Poor's,  says 
they  should  at  least  keep  up  with  the 
market  in  1996.  Loan  growth  has 
slowed  from  last  year's  pace,  the 
economy  is  not  as  vibrant,  and 
banks  will  have  to  provide  more  for 
bad  loans,  cutting  into  earnings. 
"Most  of  the  easy  money's  already 
been  made,"  says  Biggar. 

Insurance  stocks  may  fare  better. 
Analyst  Jeffrey  Hopson  of  A.G. 
Edwards  &  Sons  thinks  the  econo- 
my is  due  to  cool  down,  which 
would  lift  the  sector.  "Assuming 
interest  rates  are  stable  or  go  down 
and  the  economy  slows,  these  stocks 


will  outperform." 

Longer  term,  we're  still  bullish 
on  both  industries.  Where  there's 
obsolescence,  there's  opportunity. 

Gable  guy 

Telecommunications  mogul 
Edward  (Ted)  Rogers  was  trying 
hard  last  year  to  turn  his  $2  billion 
(sales)  Rogers  Communications  into 
the  Canadian  version  of  Time 
Warner.  Facing  new  cable  competi- 
tion and  a  failing  long  distance 
phone  venture,  Unitel,  Rogers 
needed  cash  to  upgrade  and 
expand.  The  most  likely  source: 
AT&T,  one  of  his  partners  in  the 
phone  venture  (Apr.  24,  1995). 

But  Rogers'  fast-moving  style 
clashed  with  his  slower-moving 
partners.  In  June  1995  he  pulled 
out  of  Unitel,  taking  the  last  of  sev- 
eral writeoffs  totaling  $365  million. 
That  disaster,  coupled  with  an  earli- 
er consumer  revolt  over  improper 
cable  packaging,  helped  drive  the 
stock  of  his  Toronto-based  holding 
company  down  to  a  recent  $9,  a 
drop  of  nearly  50%  from  its  high 
two  years  ago. 

Now  saddled  with  nearly  $3.4 
billion  in  debt,  Rogers  is  struggling. 
In  May  he  put  his  majority  share  of 
the  Toronto  Sun  Publishing  Corp., 
worth  around  $200  million,  up  for 
sale.  Even  if  he  sells  off  all  other 
noncore  assets,  he  probably  won't 
raise  more  than  $440  million.  A 
partnership  with  a  major  player  like 
AT&T  or  Sprint  remains  his  best 
hope  for  quick  cash. 

Given  Rogers'  notorious  need  for 
control,  another  partnership  is  un- 
likely. "The  odds  are  less  than  50- 
50,"  says  Chief  Financial  Officer 
Graham  Savage.  Instead,  look  for 
the  62 -year-old  to  sell  equity  in  the 
holding  company  or  in  his  success- 
ful Cantel  cellular  network. 

-Rana  A.  Dogar 

Reality  bytes 

Last  fall  we  confidently  declared 
that  Richardson,  Tex. -based  chip- 
maker  Cyrix  Corp.  was  "nipping  at 
Intel's  heels"  (Oct.  9,  1995). 
Founder  Gerald  Rogers  spoke 
dreamily  about  revenues  of 
$1  billion  in  1997  and  a  20% 
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TOP-RATED 
MID-CAP  FUND 


Average  Annual  Total  Returns 

as  of  3/31/96* 

■  Mid-Cap  Growth  Fund 

□  Upper  Mid  Cap  Funds  Average 

42.6% 


26.7% 


18.2% 


1  year 


3  years       Since  inception 


T.  Rowe  Price  Mid-Cap  Growth  Fund  can  help  you  benefit  from 
the  performance  of  some  of  America's  leading  mid- size  growth 
companies.  Typically,  these  companies  are  small  enough  to  adapt 
quickly  to  changing  market 
conditions  and  trends,  yet 
mature  enough  to  have 
successful  products  and 
experienced  management. 

Ranked  #1  by  Lipper, 
awarded  5  stars  by 
Morningstar.  As  the  chart 
shows,  the  fund  has  consis- 
tently outperformed  its 
Lipper  Category  Average 
since  inception  (6/30/92).  In  fact,  it  is  ranked  #1  of  46  mid-cap 
funds  for  the  period  from  its  inception  through  3/31/96,  according 
to  the  Lipper  Mid  Cap  Funds  Average.*  *  In  addition,  the  fund 
earned  a  five-star  (*★★★*)  rating  for  its  overall  risk-adjusted 
performance  by  Morningstar.  It  was  rated  among  1,533  equity 
funds  for  the  three-year  period  ended  5/31/96.1" 

Mid-size-company  stocks  tend  to  be  less  volatile  than  stocks 
of  small  companies  but  are  typically  more  volatile  than  large- 
company  stocks.  As  with  any  stock  fund,  there  will  be  price 
fluctuation.  The  minimum  investment  is  $2,500  ($1,000  for  IRAs). 
No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-6127 

http://www.  troweprice.com 


Invest  With  Confidence 

T.RoweRice 


-Ik 


*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  In  principal  value,  reinvested  dividends,  and  capital  gain 
distributions.  Investment  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
original  purchase. 

**Lipper  also  ranked  the  fund  #  10  out  of  121  mid-cap  funds  based  on  its  total  return  for  the  1-year  period  ended  3/31/96. 
tMorningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  through  5/31/96.  These  ratings  may  change 
monthly  and  are  calculated  from  the  fund  s  3-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  The  1-year 
rating  is  calculated  using  the  same  methodology  but  is  not  a  component  of  the  overall  rating.  The  fund  received  5  stars  for  the 
3-year  period,  l  or  the  1-year  period,  the  fund  received  5  stars  and  was  rated  among  2,8U  equity  funds.  Ten  percent  of  the  funds 
in  an  investment  category  receive  5  stars. 

Past  performance  cannot  guarantee  future  results.  Prospectus  contains  more  complete  information,  including  management 
fees  and  other  charges  and  expenses.  Read  it  careiully  before  \ou  invest.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


market  share  by  century's  end. 

Last  month  Rogers  got  a  wakeup 
call.  Cyrix's  stock  tumbled  42%  over 
three  days,  to  1454,  off  a  brutal  71% 
from  its  high  of  49%  in  September. 
The  reason?  News  that  the  company 


The  laggard 

Cyrix 

Philadelphia  Semico 

(10/13/95=100) 


0  N    D     J    F    M    A    M  J 

'95  '96 

*A  price-weighted  index  of  16  semiconductor  companies, 
including  Cyrix  rivals  Intel  and  Advanced  Micro  Devices. 


Cyrix's  stock  has  lost  two-thirds  of  its 
value  since  our  Oct.  9, 1995  story. 
By  contrast,  the  semiconductor 
industry  as  a  whole  is  down  29%. 


would  lose  77  cents  a  share  in  the 
second  quarter.  Analysts,  led  to 
expect  a  rash  of  new  orders, 
had  predicted  profits  of  23  cents 
a  share. 

Sure,  the  entire  semiconductor 
industry  is  in  a  major  slump.  The 
sector's  price-to-book  ratio  hit  rock 
bottom  in  late  March  and  is  still 
nearly  30%  off  its  July  1995  high. 
But  even  so,  Cyrix  (sales,  $228  mil- 
lion) has  lagged  its  peers  (see  chart). 

Cyrix's  biggest  problem  is  still 
Intel.  Although  its  chips  generally 
outperform  comparable  Intel  prod- 
ucts, Cyrix  lacks  a  full  line  of  micro- 
processors. That  means  computer 
makers  still  have  to  deal  with  Intel 
even  if  they  prefer  Cyrix  chips. 
"Cyrix  underestimated  the  amount 
of  pressure  Intel  would  bring  to 
bear  on  their  major  customers,"  says 
Michael  Slater,  editorial  director  of 
Microprocessor  Report. 

Is  Rogers  still  shooting  for  $1  bil- 
lion in  sales  by  1997?  No  more  pre- 
dictions, he  says.  "I'm  still  reeling 
from  the  shock  of  our  second-quar- 
ter results." 

-Michael  Noer  H 
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BEING  MORE 
COMFORTABLE, 
MORE  PRODUCTIVE 
AND  MORE  CREATIVE 
ARE  GOOD  REASONS 
TO  WEAR  DENIM 
TO  WORK. 


HELPING  FIND 
A  CURE  FOR 
BREAST  CANCER 
IS  EVEN  BETTER. 


Every  three  minutes  a  woman  is  diagnosed 
with  it.  Every  twelve  minutes  a  woman  dies 
from  it.  It  has  affected  the  lives  of  hundreds 
of  people  in  our  company.  And  yours.  We  hope 
you'll  join  us  in  the  quest  to  find  a  cure  by  parti- 
cipating in  Lee  National  Denim  Day  on  Friday, 
October  25th.  Each  person  who  donates  just  $5  for 
breast  cancer  research  gets  to  wear  denim  to  work 
on  that  day.  It's  that  simple.  Our  goal  is  to  raise 
$1  million  in  a  single  day.  And,  hopefully,  speed  up 
the  moment  a  cure  will  be  found.  There's  never 
been  a  better  reason  to  wear  jeans  to  the  office. 


El  National  DenimDay 

October  25,  1996 

To  receive  your  Company 

Participation  Pack 

with  more  information: 

1-800-688-8508  or 

www.denimday.com/details 


A  }p  COMPANY...  A  LEADER  IN  QUALITY  APPAREL.  ©1996  LEE  COMPANY 


EDITED  BY  KATE  BOH NER 


For  residents  only 

A  storm  is  brewing  in  one  of  the 
tony  East  Coast  summer  spots. 
Buck  Hill  Falls,  a  resort  communi- 
ty just  south  of  the  Poconos,  has 
been  frequented  by  such  establish- 
ment types  as  James  Ottaway  of 
the  newspaper  chain,  Edwin  Gee, 
who  ran  International  Paper  and 
now  is  chairman  of  Oncogene,  and 
William  Laporte,  former  chairman 
of  American  Home  Products.  The 
undeveloped  land  around  them  is 
very,  very  valuable  and  is  owned 
by  Buck  Hill  Falls  Co.,  whose 
shares  are  dispersed  among  resort 
residents  and  some  outsiders  look- 
ing for  an  asset  play. 

For  the  past  95  years  this  com- 
pany has  rarely  turned  a  profit. 
The  nonresiding  shareholders  are 
aching  to  sell  more  land  or  build 
some  more  houses.  The  residents 
like  things  just  the  way  they  are. 
And  to  protect  themselves  from 
prefab  townhouses,  they're  plan- 
ning to  issue  another  class  of 
stock  with  special  voting  rights. 
The  hitch?  You  have  to  own  a 
house  to  buy  the  stock.  The  dissi- 
dents are  up  in  arms.  Quite  literal- 
ly. Last  year  Ed  Gee's  house  got 
shot  at. 

Can  you  make  a  rights  issue 
contingent  on  address?  Weirder 
things  have  been  pulled  off  in  the 
name  of  corporate  governance. 
See  the  story  on  page  66. 


5  Jo-Ellan  Demitrius 
Best  jury 
consultant 
money 
can  buy? 


A  tougher  client 

Jo-Ellan  Demitrius  boasts  she  gets 
up  to  $500,000  a  case  to  help  pick 
sympathetic  juries,  and  if  the  O.J. 
Simpson  jury  is  any  guide,  she's 
worth  it.  But  she's  probably  not 
putting  Charles  Givens  on  her  flam- 
boyant resume.  Givens,  you  recall,  is 
the  author  of  Wealth  Without  Risk 
and  other  dubious  propositions.  The 
illustrious  Baker  &  McKenzie,  hired 
by  Givens  to  defend  a  suit  against 
him  for  fraud,  brought  in  Demitrius. 
Last  month  a  federal  judge  in 
California  upheld  a  $14  million  jury 
verdict  against  Givens.  The  money  is 
to  be  divided  among  29,000  plain- 
tiffs. We  don't  know  how  much 
Givens'  net  worth  was  shrunk  by 
Demitrius'  bill. 
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Justice  for  Justice 

Randall  Jamail,  39,  is  an  up-and- 
coming  Houston  record  producer 
whose  Justice  Records  counts 
Willie  Nelson  among  its  stars. 
Jamail  knows  a  thing  or  two  about 


Randall  Jamail  of  Justice  Records 
Inside  track. 


electronics,  too.  Last  fall  he  was 
awarded  a  patent  on  a  scheme  for 
tucking- liner  notes,  typically  spo- 
ken by  the  lead  singer  in  a  group, 
onto  audio  cos.  But  Sony  and 
Philips,  which  own  the  key  patents 
on  CD  technology,  wouldn't  have 
anything  to  do  with  him.  They 
went  so  far  as  to  forbid  their 
licensees  to  use  the  Jamail  system. 

Jamail,  smart  businessman  that 
he  is,  hired  the  best  trial  lawyer  he 
could  find.  Then  he  sued  the  elec- 
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tronics  giants.  On  July  3  they  set- 
tled, agreeing  not  to  stop  CD  pro- 
ducers from  giving  the  liner  note 
technology  a  try.  Who  is  Jamail's 
crack  attorney  of  record?  His 
daddy,  tort  kingpin  Joseph  Jamail. 

Studio  guy 

A  WHOLE  MONTH  has  gone  by  and 
Sony  hasn't  fired  any  of  its  movie 
executives.  But  the  next  shakeup 
could  be  close  at  hand. 

The  insufficiently  titillating 
Striptease  has  hauled  in  only  $23 
million  so  far  at  the  box  office,  of 
which  Sony's  share  as  distributor 
would  not  be  enough  even  to 
cover  Demi  Moore's  fee.  The  defi- 
ciently funny  Cable  Guy  is  not  in 
much  better  shape  ($55  million 
gross;  fee  for  Jim  Carrey,  $20 
million). 

Could  Mark  Canton,  head  of 
Sony's  Columbia  TriStar  Pictures, 
be  in  trouble?  Instead  of  dumping 
him,  Sony  might  merely  insult  him 
by  bringing  in  a  new  studio  boss 
over  his  head.  Top  candidate, 
according  to  our  Hollywood 
source:  Jeffrey  Sagansky,  once  a 
very  successful  programming  chief 
at  CBS.  Sagansky  now  bears  the 
lofty  title  of  executive  vice  presi- 
dent of  Sony  Corp.  of  America, 
but  has  been  assigned  only  thumb- 
twiddling  projects  so  far.  It  would 
make  sense  if  he  were  being 
warmed  up  for  some  more 
visible  role. 


Hostess  with 

an  eye  on 

the  bottom  line 

Martha  Stewart,  the 
doyenne  of  style,  has  gotten 
some  ribbing  lately  for  her 
tough-as-nails  haggling  with 
Time  Warner.  Nothing  new,  I 
says  a  source  of  ours.  Some 
years  ago,  when  negotiating 
over  the  promotion  of  her 
Kmart  housewares  line,  the 
lady  rebuffed  a  suggestion  that 
the  parties  meet  in  a  restaurant. 
Why  not  just  come  to  my  place, 
she  said.  So  the  crew  repaired  to 
her  Westport  estate  for  a  sump- 
tuous lunch.  The  following 
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week  the  participants  got  a 
steep  bill  for  their  share  of 
the  food  costs. 

Askin 

for  trouble 

Remember  David  Askin?  The 
money  manager  left  investors 
with  $450  million  in  losses  when 
hedge  funds  he  managed  col- 
lapsed along  with  the  mortgage- 
backed  securities  market  in  1994. 

What's  Askin  up  to  lately?  He's 
surfaced  as  keynote  speaker  at  a 
$l,200-a-head  hedge  fund  con- 
ference to  be  held  in  Monaco  in 
September.  The  subject  of  his 
presentation:  "The  evolution  of 
high-performance  investing  in 
Europe." 

Is  Askin  trolling  for  bargains 
overseas?  Hardly  He's  barred  from 
associating  with  any  investment 
adviser  or  broker-dealer  until  next 
year.  In  the  meantime,  Askin  says 
he's  an  adjunct  professor  at  the 
business  schools  of  Columbia 
University  and  Polytechnic 
Institute.  He's  also  been  consulting 
for  clients  whose  names  he  would 
not  divulge.  Why  is  he  qualified  to 
speak  on  the  European  markets? 
Says  Asian:  "I've  been  in  the  secu- 
rities industry  for  20  years." 

-Riva  Atlas  ■ 


Martha  Stewart 
Paying  the  piper. 
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Tke  Cross  T< 


ownseni 


Because  ackievement 
should  be  remembered 
witb  something  that 
won't  be  forgotten. 


ff  Tke  C  ross  Townsend 

I  writing  instrument 
features  an  elegant 
■  wide-diameter  design 

and  comes  in  a  variety 
of  finely  crafted  finiskes. 

Present  it  witk  your 
company  emklem,  an  engraved 
logo  or  witk  tke  recipient's 
engraved  name  or  signature. 


CROSS' 

SINCE  1  846 


Unquestioned  Lifetime  Mechanical  Guarantee. 

For  a  gift  catalogue,  call  1-800-241-8269, 
or  write  to  A.  T.  Cross  Company, 
One  Albion  Road,  Lincoln,  RI  02805 


readers@forbes.com 


The  Web 

for  cheapskates 

Sir:  Enjoyed  your  articles  regarding 
computerized  investing  (June  17), 
especially  "Data  for  cheapskates." 
Let  me  guide  you  to  a  couple  of 
other  great  sites.  InvestorsEdge 
(http://www.irnet.com).  In  addi- 
tion to  a  rolling  stock  ticker  and 
company  research,  this  site  allows 
you  to  create  and  track  a  personal 
portfolio  of  up  to  15  stocks  and 
15  mutual  funds. 

Also  Internet  StockTracker 
(http://www.stockcenter.com).  It 
allows  you  to  create  multiple  (up  to 
12)  portfolios  and  create  price  alerts 
which  tell  you  when  a  stock  price 
has  gone  above  or  below  a  set  value. 
-Jeff  Silber 
New  Brunswick,  N.J. 

Some  call  it  poetry 

Sir:  Re  "Carpetbagger  poets?" 
(Readers  Say,  July  1 ).  Simple  curios- 
ity and  the  desire  to  reconcile  such 
negative  soundbites  with  my  recol- 
lection of  Maya  Angelou's  reading 
at  the  1993  inaugural  ceremony  led 
me  to  an  evening  with  her  poems.  I 
suggest  that  you  undertake  a  similar 
excursion. 

-Mabelle  Alexander 
Littleton,  N.H. 


Ilionaire  poet  Maya  Angelou 
Epiphanies  for  $4.3  million  a  year. 


Sorry, 

wrong  numbers 

Sir:  Re  "New  issues  in  reverse" 
(June  17).  The  1996  Forbes  Money 
Guide  succeeded  in  providing  read- 
ers with  sound  investment  solutions. 
However,  two  errors  were  found  in 
the  table  of  six  favorites.  The  book 
value  for  Crown  Vantage  should  be 
$6.00  per  share,  not  $65.64,  with 
sales  per  share  of  $126.  The  book 
value  for  Transport  Holdings  is  $66 
per  share,  not  $181.99. 
-John  L.  Keeley  Jr. 
President 

Keeley  Asset  Management  Corp. 
Chicago,  111. 

Our  mistake. -Ed. 


Good  numbers 

Sir:  Re  "A  still-pitiful  performance" 
(Fact  and  Comment,  June  3).  You 
are  correct  that  the  GDP  number  in 
itself  may  not  be  impressive.  How- 
ever, the  GDP  number  came  right  on 
the  heels  of  an  increase  in  non- 
farm  payroll  of  705,000  and  an 
unemployment  rate  reduced  to 
5.5%.  The  increase  in  GDP  was 
almost  double  what  was  antic- 
ipated, and,  combined 
with  the  above  indicators, 
produces  an  inflationary 
projection  and  a  nega- 
tive reaction.  In  analyz- 
ing today's  market  one 
cannot  isolate  economic 
indicators. 

-Morris  J.  Silberstein 
New  York,  NT. 

Suicide 
by  calories 

Sir:  You  ask:  "Is  there  any 
more  profound  indicator  of  low 
self-esteem  than  the  decision  by  a 
young  person  to  end  his  or  her 
life?"  ("The  gender  bias  myth," 
May  20).  This  follows  a  statement 
that  young  men  commit  suicide  at 
a  much  higher  rate  than  young 
women.  My  answer  is  that  there 
are  equally  profound  indicators  of 
low  self-esteem  among  women, 
namely  the  prevalence  of  eating 
disorders. 

-Hillary  J.  Margolis 
Los  Altos,  Calif. 


Flaky  no  more 

Sir:  Re  "Are  you  flaky?"  (July  I).  After 
years  of  problems  with  flakes,  expen- 
sive allergy  tests  and  patient-churning 
dermatologists  who  prescribed  every- 
thing from  foul-smelling,  tar-based 
shampoo  to  greasy  cortisone  salves, 
who  Anally  cured  me?  My  barber,  who 
suggested  Nizoral.  I  admit  being  quite 
gratified  by  how  red  my  dermatolo- 
gist's face  became  as  he  wrote  out  the 
prescription,  as  I  wondered  aloud  why 
it  took  a  barber  to  provide  a  cure! 
-Robert  Barnes 
Portage  Lakes,  Ohio 

Dumb  questions 

Sir:  Re  "Devalued  diplomas"  (Apr. 
22).  From  my  business  calculus  book: 
Assume  $1  had  been  invested  at  an 
annual  nominal  rate  of  4%  com- 
pounded continually,  at  the  time  of 
die  birth  of  Christ.  What  would  be  die 
value  of  the  account  in  solid  gold 


Eardis  in  the  year  2000?  Assume  that 
the  Earth  weighs  approximately  2.11 
X  1 026  ounces  and  that  gold  will  be 
worth  $1,000  an  ounce  in  the  year 
2000.  I  fail  to  understand  why  we  are 
asked  to  solve  inane  problems  such  as 
this  when  not  a  word  has  been  taught 
about  how  to  solve  practical  problems 
such  as  factoring  in  the  effect  of  infla- 
tion on  an  investment. 
-James  J.  Thibodeau 
Linden,  Mich. 
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A  5"  DVD  CAN  TRANSFORM  YOUR  HOME  INTO  A  MOVIE  THEATER, 
A  CONCERT  HALL,  A  VIDEO  ARCADE  OR  A  LIBRARY. 


TOSHIBA 

Innovation.  At  Toshiba,  it's  the  word 
we  live  by.  It's  also  how  we've 
approached  multimedia  technology 
from  the  beginning.  This  view  has 
enabled  us  to  create  a  range  of 
exciting  products  that  once  existed 
only  in  the  imagination.  We're  proud 
to  have  started  a  revolution  that  will 
help  bring  Hollywood  and  Silicon 
Valley  together.  But  it's  only  just  begun. 
Get  ready  for  the  ride  of  your  life. 


Dolby*  is  a  registered  trademark 

of  Dolby  Laboratories  Licensing  Corporation 


TECHNOLOGY  SETS  THE  STANDARD. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 


Since  the  first  silent  celluloid  hero 
rode  a  flickering  beam  of  light 
through  a  darkened  theater,  the 
medium  has  been  evolving  to 
this.  At  about  7  times  the  capacity 
of  a  CD,  DVD's  4.7  gigabytes 
deliver  feature-length  films  in 
unbelievable  digital  clarity.  Dolby® 
Digital  (5.1)  surround  sound. 
A  choice  of  8  language  options 
and  32  subtitles.  Three  aspect 
ratios.  Parental  lockout.  Random 
search.  And  no  rewinding.  Fasten 
your  seat  belt.  The  show's  about 
to  start.  Call  1.800.631.3811. 


Toshiba  Multimedia 


reboot  with  E*TRADE 


If  you  make  your  own  investment  decisions, 
why  pay  a  high  commission  just  to  place  a  trade? 

E*TRADE  connects  you  to  the  markets  through  your  PC  or 
phone  for  a  fraction  of  the  cost  of  traditional  brokers. 

Get  free  quotes  and  place  stock  or  options  orders  24  hours  a  day. 
Pay  no  connect-time  fees  for  Web  access  to  your  account.  Have 
easy  access  to  your  money  with  free  checking.  And  the  assets  in 
your  account  are  protected  up  to  $10  million.11" 

Compare  our  combination  of  state-of-the-art  technology  and 
low,  low  commissions.  You'll  see  why  E*TRADE  is  the  smarter 

way  to  trade"" 

Visit  our  Web  site  at  www.etrade.com 
or  call  1-800-786-2573 

Access  us  via  the  Internet,  CompuServe,  touchtone  phone  or 
direct-modem  connection 


Compare  our  Low  Commissions: 


100  Shares 
@  $40 

5000  Shares 
@$20 

Average 
Commission 

E*TRADE  Listed1 
E*TRADE  OTC 

$1495 
S19.95 

$14.95 
S19.95 

$l8.43 

Lombard  Institutional 

$34 

$100 

$38.25 

e. Schwab 

$39 

$159 

$44.24 

PC  FN 

$40 

$200 

$76.25 

Schwab 

'  $55 

$265 

$89.76 

EH 

3 

CI 

E'TRADE  SECURITIES  INC 

AMERICA  S  ELECTRONIC  BROKERAGE 


tE*TRADF.  limit  and  stop  orders  are  $19.95.  Add  $15  for  broker-assisted  trades.  Options  are  only  $20  plus  $1 .75  per  contract  ($29  minimum  per  trade).  Connect  charges  and  tolls,  if  any, 
from  your  Internet  provider  still  apply.  Customers  who  access  us  by  direct-modem  connection  or  touchtone  phone  pay  a  flat  rate  of  $0.27  per  minute  and  are  credited  12  minutes  of  free1 
connect  time  with  every  executed  trade  With  this  credit,  active  traders  may  pay  nothing  for  connect  time.  Comparative  rates  are  based  on  a  3/27/96  phone  survey.  Average  commissions! 
were  calculated  using  5,000  actual  trades  made  on  2/23/96  through  E*TRADE.  Some  firms  may  offer  special  discounts  or  services  not  available  at  E*TRADE.  t+$500,000  account  pro- 
tection is  provided  by  SIPC,  of  which  $100,000  may  be  in  cash.  The  remaining  $9.5  million  is  provided  by  an  independent  insurer.  Account  protection  does  not  cover  the  market  risks: 
associated  with  investing.  ©1996  E'TRADE  Securities,  Inc.  Member  SIPC  and  NASD  MFBS76I 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


INADEQUATE  Rx 


The  International  Monetary  Fund  and  the  World 
Bank  are  concocting  a  scheme  to  reduce  die  debts  of  the 
poorest  and  most  heavily  indebted  developing  nations.  Any 
such  debt-relief  program  should  be  finalized  by  October. 

The  rationale  is  that  poor  countries  can  never  get  on 
their  feet  because  of  being  too  heavily  in  hock  to  lenders. 
This  is  a  misdiagnosis.  Their  problem  is  their  own  mis- 
begotten economic  policies, 
policies  too  often  manufac- 
tured or  approved  by  the  IMF. 
These  nations  are  plagued  by 
environments  hostile  to  busi- 
ness-creating entrepreneurs. 

There  are  four  basic  princi- 
ples for  economic  progress:  sound  money,  low  taxes,  prop- 
erty rights  and  no  bureaucratic  interference  in  the  setting 
up  and  running  of  an  enterprise.  Countless  countries  make 
it  extremely  difficult  for  citizens  to  start  legitimate  business- 
es. Taxes  are  high,  which  drives  businesses  into  the  informal 
economy,  thereby  stunting  their  growth  prospects.  Infla- 
tion encourages  barter  and  discourages  sound  investment. 

SECOND 

Those  four  principles  of  progress  hold  true  for  Russia, 
too.  Boris  Yeltsin's  remarkable  comeback  victory  in  a  free 
election  is  correctly  described  as  an  extraor- 
dinary achievement — particularly  given  the 
economic  distress  of  millions  of  Russians — 
in  a  great  nation  that  has  previously  known 
only  authoritarian  or  totalitarian  govern- 
ment. But  complacency  is  not  in  order. 
Russia  badly  needs  basic  economic  reform, 
not  the  roller-coaster-like  changes  between 
"free  market"  austerity  and  old-style  statism. 
The  ruble  can  be  stabilized  and  inflation 


Debt-Relief  Cost  for  the  Poorest  Nations 

I.M.F.  and  World  Bank  Estimate  at  Least  $5. 6  Billion  for  6  Years 


-New  York  Times 


A  few  decades  ago  South  Korea  and  Hong  Kong  were 
two  of  the  poorest  entities  on  earth.  Today  they  are 
among  the  richest.  They  became  so  not  by  following  the 
precepts  of  development  experts  but  by  unleashing  their 
peoples'  energies.  Create  an  environment  where  people 
are  allowed  to  prosper,  and  they  usually  will. 

The  IMF  is  still  obsessed  with  the  notion  that  the  best 
way  to  create  wealth  is  by 
emphasizing  exports.  Why 
selling  a  product  outside  the 
country  is  somehow  intrinsi- 
cally better  than  selling  the 
product  to  your  own  citizens 
remains  unexplained. 
Hard  currency?  If  a  country's  economy  is  growing, 
foreign  investment  will  pour  in.  Attempting  to  artificial- 
ly stimulate  exports  too  often  leads  to  devaluations, 
which,  of  course,  fan  inflation.  The  harm  inflation  does 
to  a  nation  outweighs  any  temporary  benefit  from  an 
increase  in  exports.  And  politically,  inflation  usually 
weakens  pro-democracy  forces. 

CHANCE 

conquered.  There  are  various  methods,  such  as  an  Argen- 
tina-style currency  board,  where  no  money  would  be 
issued  unless  it  were  backed  by  hard  currency 
or  by  some  other  way  of  linking  the  local  cur- 
rency to  the  dollar  or  to  gold.  Inflation  under- 
mines people's  sense  of  order,  of  fairness.  It 
destroys  or  warps  the  development  of  inde- 
pendent civic  institutions  that  are  the  founda- 
tions of  a  truly  free  and  democratic  society. 
■tj|  Can't  the  U.S.  stop  passing  the  buck,  so 
to  speak,  to  the  IMF  and  take  a  positive, 
H       forceful  lead  here? 


IF  CONGRESS  IS  SERIOUS  ABOUT  CAMPAIGN  FINANCE  REFORM 


it  will  strip  away  the  hypocrisy  that  surrounds  current  law. 

Today's  rules  are  a  hothouse  for  special  interests.  They 
protect  incumbents.  They  stifle  genuine  citizen  involve- 
ment. They  breed  Prohibition-like  evasion  and  cynicism: 
Campaign  managers  know  that  their  violations  won't  be 
discovered  until  well  after  the  election.  The  attitude  too 
often  is,  "By  then,  who's  gonna  care?" 

Individuals  are  tightly  restricted  as  to  how  much  they 


can  give  to  each  candidate  in  a  federal  race.  The  caps 
haven't  been  changed  in  20  years,  making  it  very  difficult 
for  an  outsider  or  a  nonincumbent  to  raise  the  necessary 
resources  for  a  campaign  unless  that  person  has  substantial 
independent  means  of  his  or  her  own  or  is  anointed  by  the 
party  establishment.  The  caps  also  mean  candidates  must 
knock  on  the  doors  of  countless  special  interest  groups. 
While  individuals  are  stifled,  the  major  parties  and 
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well-organized  interests  are  not.  Unions  and  other  groups 
can,  and  do,  set  up  so-called  independent  committees  to 
actively  support  candidates.  The  maneuver  is  legal  as 
long  as  committees  don't  formally  coordinate  their  activ- 
ities with  a  candidate's  campaign.  Another  gaping  loop- 
hole: Donors  can  give  unlimited  amounts  of  money  to 
the  national  parties.  Reformers  want  to  add  more  restric- 
tions to  and  increase  the  federal  bureaucrats'  power  over 
our  political  life.  Such  an  approach  would  only  stifle 
vibrant  political  debate  and  competition.  It  would  pro- 
vide additional  incumbent  protection  and  increase  the 
cloul  oi  powerful  special  interest  organizations. 

Instead,  we  should  open  the  system  up: 
•Remove  or  substantially  increase  caps  on  individual 
contributions,  as  long  as  there  is  full  and  prompt  disclo- 
sure. In  this  age  of  the  fax  there  is  no  reason  big  gifts 
can't  be  made  public  within  48  hours  of  their  receipt.  Let 
voters  decide  if  someone  is  selling  his  soul  to  unsavory 
interests.  In  1968  dissident  Senator  Eugene  McCarthy 
was  able  to  mount  his  antiwar  campaign  against 
President  Lyndon  Johnson  only  because  of  the  help 


received  from  a  handful  of  big-giving  individuals.  Was 
the  process  somehow  tainted  or  corrupt  because  these 
people  made  it  possible  for  a  resource-less  U.S.  senator 
to  make  a  principled  run  against  a  sitting  President? 
•Eliminate  federal  matching  funds. 
•So-called  independent  committees  should  disclose 
fully,  on  a  weekly  basis,  how  much  money  they  are  pour- 
ing into  races  and  where  that  money  is  coming  from. 
•Remove  state  spending  caps  on  presidential  races. 
•Remove  or  substantially  increase  presidential  campaign 
spending  limits.  Again,  real-time  disclosure  is  the  key. 
•Since  Congress  will  never  effectively  reform  its  flagrant 
abuse  of  the  franking  privilege — incumbents  send  millions 
of  reelect-me  brochures  to  voters  at  taxpayer  expense 
under  the  guise  of  "informing  the  constituents" — allow 
opponents  to  match  those  mailings  piece  for  piece  at  the 
expense  of  the  incumbent's  campaign. 

As  long  as  Washington  or  state  capitals  hold  anywhere 
near  the  power  they  now  possess,  it  is  utterly  naive  to  be- 
lieve citizens  and  interest  groups  won't  find  ways  to  petition 
or  influence  their  representatives  or  government  agencies. 


ONE  WAY  TO  KNOCK  NARCOTICS 

CONGRESSMAN  Rob  Portman  (R-Ohio)  has  developed  the  Ministers  and  rabbis  will  use  their  pulpits,  as  well  as  follow- 
"Coalition  for  A  Drug-Free  Greater  Cincinnati,"  which  up  forums,  to  hammer  home  the  antidrug  message, 
could  be  a  model  for  community  antidrug  activ  ists  around    Various  area  businesses  are  working  with  the  state  to  devel- 


the  nation.  His  effort  is  particularly  timely. 

Drug  use  among  young  Americans  has 
increased  sharply  since  the  early  1990s,  most 
alarmingly  among  kids  ages  8  to  12.  This 
surge  follows  a  dramatic  decline  that  lasted 
from  the  mid-1980s  until  around  1992.  We 
again  need  a  concerted  "Just  Say  No"  ap- 
proach. Because  of  the  upcoming  election,  the 
Clinton  Administration  this  year  has  finally 
stopped  gutting  drug  enforcement  efforts. 

The  group  Portman  has  been  the  catalyst 
iii  creating  involves  parents  as  well  as  religious 
and  business  leaders.  Local  media,  including 
the  leading  newspaper,  The  Cincinnati  En- 
quirer, have  agreed  to  run  antidrug  public  service  ads. 
Similarly  intense  media  efforts  in  the  1980s  worked  well. 


Rep.  Rob  Portman:  Small 
steps  lead  to  giant  strides. 


op  procedures  for  drug-free  workplaces.  A 
group  called  PRIDE  (Parents  Resource 
Institute  for  Drug  Education)  will  implement 
parent-to-parent  programs  to  teach  moms 
and  dads  how  to  help  their  kids  stay  drug-free 
and  what  steps  to  take  if  their  efforts  fail. 

As  Walter  Williams,  a  specialist  in  com- 
munity antidrug  efforts,  puts  it,  "If  you 
want  drug-free  communities,  you  have  to 
start  with  areas  you  personally  can  control: 
your  homes,  streets,  neighborhoods, 
schools.  You  don't  need  grandiose  plans. 
You  start  with  a  few  churches  and  angry, 
frustrated  parents."  Portman  says  that  more 
than  a  dozen  of  his  congressional  colleagues  have  com- 
mitted to  establishing  similar  coalitions  in  their  districts. 


NO  NEED  FOR  FATALISTIC  PASSIVITY  OR  DEFEATISM 

Amerk  a  i  [AS  I  [AD  substance  abuse  crises  before  and  over-  mov  ements  arose  whose  core  belief,  in  effect,  was  that  "in 

come  them.  In  the  1820s,  for  example,  alcohol  consump-  order  to  have  a  self-governing  nation,  you  must  have  self- 

tion  per  capita  was  several  times  that  of  today,  with  much  governing  individuals."  The  first  public  health  campaign 

ol  tin-  nation  soused  before  noontime.  This  led  to  all  sorts  in  America  was  the  temperance  movement.  It  worked.  In 

ot  predictable  social  problems.  In  reaction,  a  series  of  a  generation,  alcohol  consumption  fell  by  more  than  half. 


"A  VISION  FOR  AMERICA 


Our  Hopes,  Our  Dreams — by  Gary  L.  Bauer 
(Focus  on  the  Family  Publishing,  $3.99).  Com- 
pelling call  to  action  to  improve  America's 
quality  of  life,  which  has  deteriorated  over  the 
past  30  years.  Bauer,  who  heads  a  profamily 
lobbying  group,  gives  his  brief  on  this  decline 
in  areas  such  as  education,  family  life,  crime, 
welfare,  etc.,  and  then  puts  forth  public  policy 
proposals.  Not  all  are  equally  persuasive,  but  all 
come  from  careful,  heartfelt  analyses  of  how  we 


can  once  again  get  a  handle  on  our  culture, 
schools,  streets  and  families.  Citizen  action,  for 
example,  shamed  a  callous  Time  Warner  into 
dropping  out  of  the  gangsta-rap  business. 
Excerpt:  In  the  1960s,  the  U.S.  had  3.3 police  offi- 
cers for  every  violent  crime  reported.  In  1 993,  the 
reverse  was  true,  with  3.47  violent  crimes  reported 
for  every  police  officer.  .  .  .  Prisoners  shouldn  V 
live  and  eat  better  or  have  more  recreational 
time  than  the  victims  they've  exploited.  M 
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T  o  d  a  y  '  s  electric 
technologies  make  life 
much  more  comfortable 
and  convenient.  They 
make  us  more  productive. 
And  they  do  it  all  with 
minimal  impact  on  the 
environment.  It's  all 
the  result  of  using 
energy  more  efficiently.  ■  For  example,  microwave 
ovens  use  9 0 %  less  energy  than  conventional  ovens. 
New  super  efficient  refrigerators  use  3  0%  less  energy 
than  even  1  993  models.  (Their  refrigeration  systems 
are  also  CFC-free.)  New  LCD  desktop  computers 
consume  8  5  %  less  power  than  regular  desktops. 
■  With  such  high  energy  efficiency,  technologies  like 
these  are  helping  to  reduce  energy  use.  Which  helps 
safeguard  the  planet.  ■  Clearly,  today's  efficient 
electric  technologies  are  helping  to  make  things  better 
all  around.  By  improving  how  we  live.  And  where  we  live. 


Electricity 


The   power   to   make   life  better 


©  Edison  Electric  Institute  ,1996 


Lets  Talk 
About  The  Seat  You'll  Soon 
Be  On  The  Edge  Of. 


he  driver's  seat  in  the  Acura  3.5RL  is  so  luxuriously  comfortable, 
the  natural  inclination  is  to  settle  back,  let  the  adjustable  lumbar  support 
go  to  work,  and  relax.  Its  hand-gathered  leather  is  exceptionally  soft  to  the 
touch,  thanks  to  a  special  curing  process.  There  are  computer-designed 
springs  that  absorb  extraneous  vibration.  Even  a  two-position  memory. 

It's  a  level  of  refinement  equaled  only  by  the  other  appointments 
found  in  this  automobile:  burled  walnut  trim*  a  CD*  audio  system,  and 
elegant  instrumentation.  All  encompassed  by  a  whisper-quiet  cabin. 

Punch  the  accelerator,  however,  and  any  notion  of  lazy  tranquility 
goes  right  out  the  window.  For  under  the  hood  lies  the  spirited  wallop 
of  a  3.5-liter  V-6  which,  in  combination  with  a  finely  tuned  suspension, 
translates  into  a  ride  that  will  keep  you  on  the  edge  of,  well,  you  know. 

Which  isn't  to  say  you'll  never  get  the  chance  to  sit  back  and  enjoy 
this  seat  simply  for  what  it  is.  Of  course  you  will.  Like  when  you're  at 
a  stop  sign,  for  example.  Or  waiting  for  a  light  to  change. 

To  find  out  more  information,  call  1-800-TO-ACURA. 


The  New  Acura  3.5RL 


•  3.5-liter,  210-horsepower,  v-6  cng/ne 

•  Steering  wheel-mounted  audio  control 

♦  Electronic  tilt  and  telescoping  steering  column 

•  Automatic  Climate  Control  System 

•  Power  moonroof  with  tilt  feature 

♦  Heated  front  seats'  with  memory  feature 

•  Priced  from  $41,000* 


Other  Comments 


Hope  Amid  the  Worry 

The  most  hopeful  aspect  of  Mr.  Yel- 
tsin's win  is  that  the  forces  of  reform, 
faced  with  the  possibility  of  commu- 
nism's return,  did  manage  to  put 
their  differences  aside  and  rally  to 
democracy's  cause.  If  they  can  now 
help  Mr.  Yeltsin  to  put  Russia  on  the 
road  to  a  just  and  civil  society  as  well 
as  a  vigorous  capitalist  one,  it  may  yet 
be  said  that  the  presidential  election 
of  1996  was  almost  as  significant  as 
the  collapse  of  Soviet  power  in  1991. 
-The  Economist 

Food  for  Thought 

In  the  fifties,  Eisenhower  advanced 
the  "domino  theory" — the  notion  that 
developing  countries  could  fall  one  by 
one  to  communism.  [Bill]  Clinton  has 
given  us  instead  the  Domino's  theo- 
ry— the  President  as  the  nation's  pizza 
delivery  boy.  He  promises  Americans 
an  extra-large  deep-dish  with  every- 
thing. In  our  hearts,  we  know  it'll 
arrive  an  hour  late  and  be  a  small  thin- 
crust,  cold  and  congealing,  and  half 
the  pineapple  and  mozzarella  will  have 
fallen  off  a  couple  of  miles  back.  But 
at  the  time  it  sounds  awfully  good. 
-Mark  Steyn,  American  Spectator 

Stop  the  Slide 

Where  will  we  be  in  ten  years  if  the 
problems  of  campaign  reform  aren't 
addressed?  Historically,  corruption 
grows  like  a  slow  cancer  unless  checked. 
Practices  once  deemed  unthinkable 


become  commonplace,  and  the  burn- 
ing desire  of  ambitious  politicians  and 
consultants  to  guarantee  victory  leads 
them  to  go  where  no  electionauts 
have  gone  before,  to  conquer  and  pil- 
lage new  ethical  territory  with  each 
campaign.  The  stakes  are  high,  and 
the  call  for  reform  must  be  answered, 
lest  voters  sink  further  into  the  stupor 
of  cynicism  that  is  already  apparent. 
-Larry  J.  Sabato,  Glenn  R. 
Simpson,  Wall  Street  Journal 

Woe  Are  We 

I  RECENTLY  had  the  kind  of  melan- 
choly conversation  one  has  only  with 
other  editors.  Their  theme  never  var- 
ies: My  readers  don't  understand 
me.  "They  seem  to  think  that  I  agree 
with  everything  in  the  magazine. 
They  won't  accept  that  some  articles 
are  published  because  they  are  lively 
or  provocative.  And  when  an  article 
is  90%  praise  of  some  conservative 
group,  its  supporters  notice  only  the 
10%  criticism.  It's  so  unfair.'''' 

Yes,  an  editor's  life  is  a  lonely  one. 
-John  O'Sullivan,  National  Review 

The  American  Way 

It  cannot  be  said  more  plainly:  Par- 
ental choice  in  education  is  the 
American  way.  Parents  choose  where 
to  live,  what  to  feed  their  children, 
what  church  to  belong  to,  what 
careers  to  follow,  whom  to  call  their 
friends.  A  system  of  financing  that 
doesn't    allow    them    to  choose 


schools  for  their  children  is  so  out  of 
kilter  that  one  wonders  how  it  ever 
came  to  exist  in  this  free  nation. 
-Gary  L.  Bauer, 
Our  Hopes,  Our  Dreams 

The  poorest  thing  that  [our  gov- 
ernment] ever  did  was  to  make 
people  stop  working  at  65  and  say, 
"Here,  you're  65,  now  you  go 
home  and  we'll  take  care  of  you  the 
rest  of  your  life."  No  wonder  we're 
broke.  What  kind  of  congressmen 
have  we  been  electing  anyway? 
-Audrey  Stubbart,  age  101, 

full-time  proofreader,  on  NBC 

News'  Today 

In  a  Pickle 

I  AM  SURE  the  Americans  can  fix  noth- 
ing, without  a  drink.  If  you  meet,  you 
drink;  if  you  part,  you  drink;  if  you 
make  acquaintance,  you  drink.  They 
drink  because  it  is  hot;  they  drink 
because  it  is  cold.  If  successful  in  elec- 
tions, they  drink  and  rejoice;  if  not, 
they  drink  and  swear;  they  begin  to 
drink  early  in  the  morning;  they  leave 
off  late  at  night;  they  commence  it 
early  in  life,  and  they  continue  it,  until 
they  drop  down  into  the  grave. 
-Captain  Frederick  Marryat, 

A  Diary  in  America,  1839, 

in  American  Heritage 

Get  Real! 

Recent  bulletins  from  the  lan- 
guage wars: 

There  are  no  more  girdles  left  in 
the  world — they  are  all  "shape wear." 

Nudists  have  virtually  disappeared, 
though  there  are  many  practitioners 
of  clothing-optional  lifestyle. 

At  Stanford  University,  nobody  ever 
fails  a  course.  Instead,  a  dedicated  cam- 
pus underachiever  gets  an  NP — no  pass. 

To  the  amazement  of  all,  pedo- 
philes and  some  sex  researchers  now 
refer  to  adult  sex  with  children  as 
"intergenerational  intimacy." 

Perhaps  necrophilia  would  emerge 
as  "post-terminal  intimacy." 
-John  Leo 

U.S.News  &■  World  Report  mm 
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Thanks  to 

Sprint  Business, 
^     more  of  our  flowers 
d  are  popping  up 
all  over  the  world." 

||.        —  Meg  Whitman,  CEO,  FTD  Inc. 


FTD,"  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  They  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 

"Sprint  helps  us  process  orders  in  half  the  time.' 

Sprint  put  FTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  England,  or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy. 


"Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  FTD  florists  in  over  143  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 

Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 


Call  Sprint  Business 

1  800  816  REAL 


www.sprint.com 


Sprint 


We  help  business  do  more  business 


£ 1 1 996  Sprint  Communications  Company  L  P  All  trademarks  are  property  ot  their  respective  owners 
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PAPERPORT  ix  MEANS 

YOU'LL  NEVER  AGAIN  HAVE 

TO  WASTE  TIME  RETYPING  

It  can  scan  thousands  of  words 
in  minutes — from  virtually  any 
type  of  document.  Reports.  Memos. 
Letters.  Then  PaperPort  ix's  inte-- 
grated  TextBridge'"  OCR  software 
converts  these  words  to  digital 
format  so  they  can  be  edited 
or  copied. 


PAPERPORT  ix  KEEPS  TRACK 
OF  YOUR  CONTACTS 


Tired  of  forgetting  people's  names  and 
numbers?  Just  scan  business  cards  into 
PaperPort,  and  its  CardScan  SE'U  software 
automatically  creates  a  file  of  your  business 
contacts — all  on  your  personal  computer. 
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PAPERPORT  ix 
FITS  EASILY  INTO  YOUR 
WINDOWS  SYSTEM 

Meet  the  world's  smallest 
integrated  scanning  key- 
board. (It's  Windows  95 
compatible,  to  boot.)  Just 
plug  it  in,  and  go. 


PAPERPORT  ix  MAKES 
SMART  ARCHIVES 

Imagine  never  having 
to  rummage  to  find  an 
important  slip  of  paper: 
PaperPort  lets  you  create 
archives  of  critical 
documents — receipts, 
news  clippings  (up  to 
30  inches  long],  invoices,; 
even  those  love  notes 
from  the  7th  grade. 


Clocks  in  at  10,000 


TO  SEE  HOW  EFFICIENT 
OUR  PAPERPORT  ix  IS, 
ALL  YOU  HAVE  TO  DO  IS  FEED 
IT  A  PIECE  OF  PAPER. 
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PAPERPORT  ix  MAKES  IT 
EASY  TO  FILL  OUT  FORMS 

Whether  you're  filling  out 
on  insurance  form  or  a  job 
application,  just  drag  your 
scanned  form  onto  our 
FormTyper™  icon.  Like  magic, 
it  brings  up  the  form  on  your 
computer  and  finds  all  the 
fields  you  need  to  fill  out. 
All  you  have  to  do  is  tab 
from  field  to  field,  and  type. 

Job  Application  BfM  Srllf'l'ailmro 


PAPERPORT  ix  LETS  YOU  SEND 
PAPER  OVER  THE  INTERNET 

Yep.  That's  right.  PaperPort  ix 
comes  with  Netscape  Navigator,™ 
free.  Which  means  you  can  use 
PaperPort  ix  to  scan  a  document, 
send  it  to  people  over  the 
Internet,  and  they  can  view  it 
on  their  computer — instantly  It's 
even  cheaper — and  a  lot  more 
private — than  faxing. 


PAPERPORT  ix  IN 
THREE  EASY  STEPS 

1 .  Feed  in  a  document. 
In  as  quick  as  two 
seconds,  it's  scanned. 

2.  Drag  and  drop  it 
onto  one  of  1 00 
popular  applications. 

3.  Edit,  copy,  print, 
email,  fax,  file,  or 
tweak  the  material 
as  necessary. 


PaperPort 


ix 


PAPERPORT  ix  TURNS  YOUR 
PRINTER  INTO  A  COPIER,  AND 
YOUR  PC  INTO  A  FAX  MACHINE 

Save  desk  space — not  to 
mention  dollars.  Scan  a  docu- 
ment into  PaperPort  and  print  it 
from  your  personal  computer. 
Or  save  your  paper  and  fax  it, 
using  your  modem. 

TAKE  A  MINUTE  TO  CHECK  IT  OUT: 

l-800-787-7007,  ext.  750 

http://www.visioneer.com 

Or  contact  an  authorized  reseller. 


Can't  bear  to  part  with  your  current 
keyboard?  Then  check  out  the 
PaperPort  Vx™  It's  sleek,  and  it  fits 
between  your  monitor  and  keyboard. 


V  I  S  I  O  N  E  E  R 


morels  per  minute  * 


So  you  can  clock  out  early. 
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You're  Interested  In 
Long-term  Partnership, 
Not  Short-term 


Salesmanshir 


When  You  ] 
Around  The  World,  You 
Think  Your  Bank  Should 


Speak  The  Language 


In  1893,  CK.NA  retained  Citibank  —  and 
never  looked  bade.- As  CIGNA  lias  expanded 
around  the  w  orld,  it  has  relied  on  .Citibank's 
■innovative   solution*  and  unrivaled  global 

^Hbertise.  Citibank'-dtfcl  CI( ,.\  A :  a  century  of 

nHBa-hcial  partnership. 

citibank 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


ALL  FOR  < 

Many  celebrations  and  ceremonies  are  being  planned 
for  the  millennium — the  day  that  1999  becomes  2000 
and  we  start  a  new  thousand  years.  But  a  few  knowledge- 
able businessmen  and  computer  experts  are  not  planning 
any  celebrations.  Instead,  they  are  trying  to  work  out 
solutions  to  what  they  call  the  "Year  2000  Problem." 

There  has  been  far  too  little  public  discussion  of  this — 
and  even  fewer  solutions.  What  precisely  is  the  Year  2000 
Problem?  Most  computer  systems  around  the  world 
store  all  dates  in  two  digits  instead  of  in  four  (i.e.,  '96, 
not  1996),  with  jio  indication  of  ,_ 
century.  This  was  done  to  save  > 
storage  space  in  the  programs,  5 
which  was  particularly  important  ^ 
when  disk  storage  was  so  much  § 
more  expensive  than  it  is  now. 

But  after  1999,  virtually  all  of 
the  innumerable  calculations 
based  on  dates,  ages  or  anything 
using  dates  will  be  wrong  unless  a 
staggeringly  large  number  of  sys- 
tems are  changed.  For  instance,  if 
an  insurance  company  has  not 
made  any  adjustments  to  its  soft- 
ware and  calculates  insurance  premiums  due  after  2000, 
the  computer  will  spill  out  the  wrong  age.  Some  pro- 
grams given  information  that  a  person  was  born  in  1945 
and  then  having  to  do  projections  out  to  the  year  2001, 
will  tell  the  insurance  company  to  use  tables  for  people 
aged  minus  44;  other  programs  will  not  designate  the 
age  as  a  negative  or  a  positive,  so  there  is  no  way  to  see 
immediately  that  the  age  is  incorrect.  Actuarial  tables  will 
be  similarly  skewed,  as  will  leases  with  renewal  terms, 
mortgages  and  bank  loans — all  requiring  calculations 
based  on  correct  dates.  Don't  even  think  about  Social 
Security.  Software  programs  will  be  hopelessly  confused 
beyond  12/31/99,  after  which  all  bets  are  off.  You  will 
not  know  what  is  inherently  correct  or  incorrect. 

Surely,  you  say,  this  is  not  such  a  big  thing — simply 
adjust  the  software  programs.  But  it's  the  scale  of  the 
problem  that  makes  this  a  nightmare.  Computer  systems 
are  collections  of  individual  programs,  and  a  medium-size 
corporation  with  average  computing  capability  has  about 


<NAUGHTS" 

8,000  software  programs.  The  man-hours  required  for 
even  a  well-planned,  coordinated  repair  program  of  such 
a  company  are  vast,  with  an  estimated  cost  of  $4  million. 
The  estimated  cost  of  rectifying  this  problem  worldwide 
is  somewhere  between  $300  billion  and  $600  billion. 
"But  .  .  .  but  .  .  .  but,"  you  say.  Precisely! 
Of  course  the  problem  can  be  solved.  Yet  no  matter 
how  this  is  accomplished,  either  by  purchasing  software 
specifically  designed  to  make  the  repair  or  by  contracting 
out  the  repair  to  companies  now  coming  on  the  scene  to 
rill  this  large  niche,  the  costs  will 
be  high — though  less  so  than  try- 
ing to  operate  without  making 
the  correction. 

For  many  corporations  and 
small  businesses,  the  unanticipat- 
ed, unbudgeted  expense  of  repair 
may  ruin  the  next  few  years' 
financial  plans.  Although  most 
companies  have  allocated  funds 
for  acquiring  new  ever-emerging 
software  that  holds  the  promise 
of  making  them  more  competi- 
tive and  profitable,  practically 
none  have  budgeted  funds  to  eliminate  this  gigantic 
glitch.  The  outlay  will  not  buy  anything  new;  it  will  only 
keep  a  company  where  it  is  now. 

The  cost  of  not  repairing  the  problem?  In  many  cases, 
companies  have  become  so  dependent  on  quick,  accurate 
computations  that  they  literally  could  not  continue  in 
business  without  that  ability.  Have  you  ever  tried  to  get  an 
airline  reservation  and  been  told  there  will  be  a  delay 
because  "our  computers  are  down"?  Those  blacked-out 
periods  generally  last  only  a  few  minutes — or,  at  worst, 
hours.  But  imagine  if  the  computers  could  not  work  at  all. 

The  years  remaining  until  2000  should  be  enough 
time  to  repair  this  problem  if  companies  recognize  it  and 
start  to  work  on  it  now — and  if  they  begin  to  budget  the 
cost  over  a  two-to-three-year  period. 

Moralists  may  sermonize  that  if  we  live  by  machines, 
we  will  surely  die  by  machines.  But  those  who  see  the 
world  as  it  is  will  set  about  fixing  things  so  that  the  year 
2000  can  be  truly  celebrated,  not  regretted.  BBS 
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INTRODUCING 
CONFIGURABLE 
NETWORK  COMPUTING. 

NOW  YOU  CAN  GET 
BACK  TO  RUNNING 
YOUR  BUSINESS. 

INSTEAD  OF 
YOUR  SOFTWARE. 


JDEdwards 

SOFTWARE  FOR 
A  CHANGING  WORLD™ 


J.D.  Edwards  is  proud  to  introduce  a  remarkable  new  software  architecture  called 
Configurable  Network  Computing,"  or  CNC.  Available  only  in  our  OneWorld  '  enterprise- 
wide  software,  CNC  masks  the  complexities  found  in  client/server  systems,  so  you  can 
focus  on  more  important  matters,  like  managing  your  business.  Now  you  can  dynamically 
configure  and  reconfigure  everytliing  from  workflow  to  business  objects  to  data  warehouses  to 
the  graphical  user  interface.  Without  writing  a  single  line  of  code.  Best  of  all,  OneWorld  with  CNC 
will  work  with  UNIX,  Windows  NT,  OS/400,  and  MVS,  as  well  as  the  leading  SQL  databases. 
And  it's  only  from  J.D.  Edwards,  a  leader  in  business  solutions,  with  almost  4,000  customers  in 
more  than  90  countries.  For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


©  199h  |  L    Edwards  is  a  registered  trademark  of  J.D.  Edwards  &  Company.  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J.D.  Edwards  World  Source  Compan 
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The  not-so-virtual  office 


From  Paris 
to  Amman: 
My  laptop 
was  useless 
in  every 
nation. 


My  office  is  a  windowless  box.  That's  why  I 
have  a  soft  spot  for  those  you-can-work-any- 
where  ads.  Miles  of  soft  sand,  azure  water  and 
a  man  with  his  laptop.  Piha  colada  in  hand,  he 
presses  a  key  and  fires  off  a  spreadsheet  to  the 
home  office. 

Inspired,  I  left  last  month  on  a  trip  to  the 
Middle  East  and  Europe,  Apple  PowerBook 
5300  in  hand.  For  two  weeks  I  lugged  around 
this  7.3-pound  beast.  I  also  car- 


ried four  power  adapters  and  a 
stash  of  telephone  adapters:  three- 
pronged  for  Jordan;  T-shaped  for 
France;  one  jack  for  old  Israeli 
buildings;  another  for  new  Israeli 
buildings. 

I  didn't  use  my  PowerBook 
once,  the  entire  trip. 

In  Paris  my  modem  didn't  recog- 
nize the  strange  dial  tone.  In 
Jerusalem  the  hotel  phone  line  was 
not  analog,  but  digital,  which  could 
have  fried  my  modem.  In  Amman 
there  were  no  jacks,  only  a  phone 
cable  going  straight  into  a  wall. 

On  my  return  I  tracked  down 
TeleAdapt,  Inc.,  a  U.K.  firm  that 
does  nothing  but  help  folks  with 
laptops  communicate  from  the  road.  Heather 
Hawes,  head  of  TeleAdapt's  U.S.  office  (408- 
370-5105),  cheerfully  explained  that  aside 
from  all  my  adapters,  I  should  also  have  car- 
ried: 1)  A  thermometer-like  instrument  to 
test  phone  lines  for  dangerous  digital  cur- 
rents; 2)  A  small  box  that  allows  an  analog 
connection  on  a  digital  system;  3)  A 
retractable  8.5-foot  telephone  extension 
cable;  4)  Alligator  clips,  a  miniature  tool  set 
and  a  flashlight  to  handle  phones  that  are 


crawl  under  the  desk,  unscrew  the  telephone 
faceplate,  and  attach  the  clips  to  the  exposed 
wires);  5)  Finally,  in  case  all  else  fails,  an 
"acoustic  coupler"  to  transmit  data  through 
suction  cups  attached  to  a  telephone  receiver. 
Total  cost:  about  $470. 

Of  course,  if  I  actually  wanted  to  use  all 
these  gadgets  I'd  need  TeleAdapt's  instruc- 
tion book,  too. 


Heather  was  most  helpful.  But  I've  since 
learned  that  even  equipped  with  every  prod- 
uct she  sells  (TeleAdapt's  "Ultimate 
Connection"  pack  sells  for  $950),  I  wouldn't 
be  all  the  way  out  of  the  woods.  Poor  phone 
lines,  unexpected  interferences  and  plain  bad 
luck  often  conspire  to  undermine  even  the 
best-prepared  traveler. 

Oh  yes,  the  computer  age  has  dawned,  but 
for  a  while  longer  I'm  leaving  the  PowerBook 
at  home  when  I  cross  the  seas.  It's  back  to 


hardwired  into  the  wall  (for  this  I'd  have  to     pen,  paper  and  a  hotel  fax  machine.  -N.M. 


Light  summer  reading 

■:vi:in:[:Hi;niiiM  Ever  wonder  what  Third  World  despots  and 
would-be  warlords  read  in  the  bathroom?  My 
guess:  Jane's  Defence  Weekly.  Not  for  the  news, 
but  for  the  advertisements. 

Losing  sleep  over  a  neighboring  tyrant's  air 
force?  Lockheed  Martin  wants  to  help. 
"Winner  of  every  real  world  air-to-air  engage- 
ment (69-0  record),"  brags  its  full-page  color 
advertisement.  "The  F-16.  Affordable  in 
peace.  Ready  for  war." 

If  the  $20  million  F-16  is  a  litde  rich  for 
your  defense  budget,  consider  Aerospatiale's 
eryx  shoulder-launched  missile,  "providing 
versatile  hard-hitting  and  deadly  accurate  fire 
support  against  highly  protected  tanks  and 


armored  vehicles.  ..." 

Perhaps  you  need  to  crush  your  enemy 
without  calling  attention  to  yourself)  Try 
Briigger  &  Thomet's  line  of  "advanced 
silencer  technology  for  special  operations," 
including  the  square  ultracompact  pistol 
silencer  that's  "designed  for  short-range  mis- 
sions only." 

Wendy  Hagen,  head  of  Lockheed's  corpo- 
rate advertising,  tells  me  the  ads  in  Jane's  are  a 
way  to  keep  up  name  recognition  of  defense 
companies.  "It's  not  direct-response  advertis- 
ing; you  can't  fax  in  a  coupon  and  get  one 
now,"  she  explains  with  a  laugh.  "Of  course, 
we  wish  you  could." 
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Basketball  and  the  law  of  unintended  consequences 


BY  RANDALL  LANE 


A  rookie 
salary  scale 
should  have 
kept  hoop 
stars  in  col- 
lege longer. 
But  guess 
what?  Just 
the  opposite 
happened. 


Basketball  star  Glenn  Robinson  dropped 
out  of  Purdue  University  to  snag  a  contract 
with  the  Milwaukee  Bucks  worth  $68  million 
over  ten  years.  Anfernee  Hardaway  quit 
Memphis  State  University  for  a  guaranteed 


$65  million  over  13  years.  Shawn  Bradley  blew 
off  Brigham  Young  University  for  a  $44  mil- 
lion, 8-year  contract. 

For  that  sort  of  money,  I  might  have 
dropped  out  of  college,  too.  But  National 
Basketball  Association  team  owners  were 
miffed  at  being  held  hostage  by  untested  19- 
year-olds;  and  the  players'  union  complained 


that  big  rookie  contracts  take  money  away 
from  veterans.  So  last  year  the  NBA  imple- 
mented a  rookie  salary  scale. 

That  pleased  the  nba's  marketing  men,  who 
are  touchy  about  charges  that  they  encourage 
kids  to  drop  out  of  college.  With  the 
average  first-round  pick  now  making  less 
than  $1  million  a  year  in  his  first  three 
seasons,  more  athletes  would  stay  in 
school. 

At  least  that  was  the  idea. 
But  here's  what  actually  happened:  At 
last  month's  NBA  college  draft  an 
astounding  13  underclassmen,  including 
2  high  school  students,  were  selected  in 
the  first  round.  Compare  that  with  the 
previous  decade,  when  the  average  num- 
ber of  underclassmen  drafted  in  the  first 
round  was  less  than  half  that. 

What  went  wrong?  Simple  economics. 
The  players,  guided  by  agents,  know  the 
big  money  will  come  after  three  years  on  the 
salary  scale  when  they  become  free  agents.  So 
now  there's  even  more  incentive  for  these 
youngsters  to  start  as  early  as  possible.  If 
they're  not  ready  for  the  NBA  yet,  so  whatr 
They  have  three  years  to  develop  before  it  real- 
ly counts.  In  the  meantime,  $1  million  a  year 
still  looks  pretty  good  to  a  college  kid.  WM 


mm 
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During  the  first  half  of  1996, 
Americans  bought  8  million 
cars  and  trucks.  That's  a 
3.8%  gain  over  the  first  half 
of  1995.  Although  Van 
Bussmann,  chief  economist 
at  Chrysler  Corp.,  expects 
vehicle  sales  in  the  second 
half  of  the  year  to  slow  a  bit, 
to  7.5  million  units,  he 
expects  overall  1996  sales 
to  be  2.6%  above  the  15.1 
million  units  sold  in  1995. 
If  Bussmann's  forecast  is 
accurate,  1996  will  be  the 
best  year  for  Detroit 
since  1988. 
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TRevised 


The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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BUYI 


cj  u  a  1  i  t  j 

PARTS 


is   not  a 


FOREIGN 


FORCINGS 

Chicago,  IL 


FUEL  CAPS 

Pine  Bluff,  AR 


ARMRESTS 
Oover,  NH 


PLASTIC  RESIN 
Monaco,  PA 


STAMPINGS 

Belle  Plain,  IA 


EXPANDABLE 
SILENCERS 

Kansas  City,  MO 


WIPER 
SYSTEMS 

Rochester,  NY 


HEAD  LAMPS 

Flora,  IL 


AIR  BAG 
INFLATORS 

Ogden,  UT 


URETHANE 

Pasadena,  TX 


ALUMINUM 
CASTINGS 

Greenville,  TN 


PAINT 

Cleveland,  OH 


POWER  STEERING 
COMPONENTS 

Vonore,  TN 


TIE  ROD  ENDS 

Brewer,  ME 


STEEL 
East  Chicago,  IN 


id 


e  a   to  us. 


STEERING  RACK 
ENDS 
Greenville,  NC 


GASKETS 
Blacksburg,  VA 


SIDE  IMPACT  BEAM 
ASSEMBLIES 

Grand  Rapids,  Ml 


BUMPER 
REINFORCEMENTS 
Delhi,  LA 


AUDIO 
RECEIVERS 

Peochtree  City,  GA 


AIR  BAG  SENSORS 
Marshall,  IL 


RADIATOR 
ASSEMBLIES 

Lockport,  NY 


FUEL  PUMPS 

Anderson,  SC 


BRAKES 

Ellzabethtown,  KY 


HEATER  &  AC 
CONTROLS 
Rushford,  MN 


LEATHER 

Grand  Haven,  Ml 


STRUTS 

Florence,  KY 


REFRIGERANT 

Corpus  Christ!,  TX 


SKID  CONTROL 
ROTORS 

Trautman,  NC 


OVER  THE  last  five  years,  Toyota  in 
America  has  purchased  more  than 
$20  billion  in  parts  and  materials 
from  510  U.S.  suppliers?  Today,  more 
than  half  the  Toyota  vehicles  sold  in 
America  are  built  at  our  plants  in 
Kentucky  and  California.  Local  invest- 
ment that  contributes  to  America's 
place  in  the  global  economy  -  it  all 
makes  good  sense,  in  any  language 

Investing    in    the    things    we    all    care  about 


V-BELTS 

Wllllston,  SC 


TIRES 

Huntsville,AL 


METAL 
STAMPINGS 

Cleveland,  OH 


EXHAUST 
SYSTEMS 
Smithvllle,  TN 


MIRRORS  & 
GRILLES 

Berne.  IN 


CYLINDER  HEAD 
COVERS 
Palmyra,  MO 


IRON  CASTINGS 

Archer  Creek,  VA 


FORGINGS 

Lansing,  Ml 


FWD 
DRIVESHAFTS 

Timberlofce,  NC 


PLASTIC  RESIN 

Selkirk.  NY 


STEERING  COLUMNS 

Saginaw,  Ml 


INTERMEDIATE 
STEERING  SHAFTS 

Bennington,  VT 


Toyota    A  v  a  I o  n  .  Built 


g  f  I 


METAL 
STAMPINGS 

Spartanburg,  SC 


SEATS 
Nicholosville,  KY 


to  n  ,  Kentucky. 

TOYOTA 


*Some  parts  that  go  into  our  American-built  vehicles  are  purchased  overseas.  For  more  information  about  Toyota  in  America  visit  our  web  site  at 
http://unuw.toyota.com/antenna/usa.html  or  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-SZ,  New  Yorh.  SY  10019 


Advertisement 


CNA  Public  Policy  Forum 


Superfund's  cleanup  standards  have  had  the  unintentional 
result  of  impeding  the  cleanup  of  contaminated  sites.  Without 
cleanup,  many  old,  urban  industrial  sites  fall  into  disuse.  The 
Environmental  Protection  Agency  estimates  that  there  are 
approximately  450,000  such  sites,  often  called  broivnfields,  in 
the  U.S.  Unpredictable  cleanup  costs  often  cause  businesses  to 
overlook  broivnfields  sites  in  favor  of  untouched  suburban  or 
rural  greenfields  sites.  This  pattern  of  land  use  results  in  envi- 
ronmentally destructive  urban  sprawl  and  leads  to  fewer 
urban  jobs. 

The  EPA  is  piloting  a  program  to  provide  grants  to  states 
and  municipalities  for  cleaning  up  broumfields.  However,  the 
central  problem  remains:  Superfundfkmpredictable  standards. 
Most  of  these  sites  could  be  safely,  sensibly  and  economically 
restored  for  industrial  use.  If  the  cleanup  standards  were 
better  defined,  the  resulting  value  of  the  land  would  make  it 
economically  viable  for  private  industry  to  clean  up  many  of 
these  sites.  Environmental  cleanup  standards  must  be 
changed  if  we  are  to  bring  about  the  timely  and  cost-effective 
cleanup  of  brownfields  and  other  contaminated  sites. 

Making  Superfund  More  Rational 

Since  1980,  more  than  $25  bil- 
lion in  private  and  public  funds 
have  been  spent  on  Superfund, 
yet  fewer  than  300  sites  have 
been  fully  cleaned  up.  CNA 
believes  Superfund  reform  is 
essential  to  cleaning  up  the 
environment  and  preserving 
America's  economic  well- 
being.  An  important  first  step 
toward  reforming  Superfund 
would  be  changing  Super- 
fund's  risk  assessment  and 
remedy  selection  standards. 
Reform  efforts  should  be  guid- 
ed by  the  following  principles: 
■  Risk  assessment  should  be 
based  on  science.  There  is  little 
scientific  consensus  about  the  effects  of  many  industrial 
by-products  on  human  health.  Superfund  cleanups 
should  be  based  on  cost-benefit  analysis  grounded  in 
sound  scientific  assessments.  Cleanup  standards  should 


Dennis  H.  Chookaszian 
Chairman  and  CEO, 
CNA 

"Cleanup  standards 
should  reflect  actual 
risk  to  human  health.  " 


reflect  actual  risk  to  human  health  and  the  environment 
as  well  as  expected  future  use  of  the  site.  A  site  that  will 
be  used  for  industrial  purposes  need  not  be  cleaned  to 
the  same  level  of  purity  as  a  future  playground  or  hous- 
ing development.  More  realistic  cleanup  standards 
would  help  encourage  the  redevelopment  of  brown- 
fields  sites. 

■  Remedy  selection  should  incorporate  cost-benefit 

analysis.  Finite  resources  should  be  spent  so  as  to 
maximize  public  health  and  safety.  Superfund's 
emphasis  should  be  on  reducing  risk  to  human  health. 
The  toxic-waste  site  cleanup  program  should  not 
absorb  money  at  the  expense  of  other  environmental 
programs  with  greater  public  health  paybacks,  such  as 
reducing  air  pollution. 

How  Superfund  Discourages 
Recycling 

Current  Superfund  legislation 
has  failed  to  achieve  the  effi- 
cient, equitable  and  timely 
cleanup  of  contaminated 
sites.  By  arguing  over  the 
responsibility  and  allocation 
of  costs  as  well  as  acceptable 
cleanup  levels,  we  waste 
money  that  could  be  used  for 
remediation  and  cleanup. 

It  would  be  impossible  to 
return  every  contaminated, 
industrial  site  to  a  pristine 
state,  but  we  can  return  many 
of  them  to  a  state  suitable  and 
safe  for  further  industrial  pur- 
poses. The  recycling  industry 
stands  to  play  an  important 
role  in  the  cleanup  of  old 

industrial  sites.  Recycling  diverts  material  from  the 
waste  stream  and  provides  employment  in  urban  areas. 

However,  Superfund  has  created  an  impediment  to 
our  national  recycling  efforts.  An  unintended  conse- 
quence of  Superfund  is  a  market  distortion  that  favors 
virgin  materials  over  recycled  materials.  At  a  site  conta- 
minated by  a  third  party  through  the  use  of  both  virgin 
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created  an  impediment 
to  our  national 

recycling  efforts." 
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ny  brownfields  sites  could  be  safely,  sensibly 
and  economically  restored  for  industrial  use  if 
standards  were  more  predictable. 


and  recycled  materials,  the  supplier  of  the  recycled 
material  will  be  held  liable  for  cleanup,  while  the  sup- 
plier of  the  virgin  material  will  not.  As  a  result,  some 
materials  are  no  longer  being  recycled,  threatening  the 
viability  of  recycling.  Before  crippling  our  recycling 
industries,  we  need  to  consider  the  costs  and  benefits  of 
recycling  scrap  materials  rather  than  disposing  of  them. 

Superfund  acts  as  a  serious  impediment  to  new 
entrants  into  the  recycling  industry.  It  also  makes  it  hard 
for  existing  recycling  firms  to  grow  with  the  expanding 
economy.  Superfund  reform  is  necessary  not  only  for 
the  economic  well-being  of  the  recycling  industry  but 
also  for  the  sake  of  the  environment. 

Science,  Not  Speculation 

The  possibility  of  Superfund 
exposure,  with  its  high  cleanup 
costs  and  potential  future  liabil- 
ity, may  discourage  social  and 
economic  development  in  older 
urban  industrial  areas.  More- 
over, stringent  cleanup  require- 
merits  aimed  at  restoring  sites 
B         ,'  ^  to  pre-industrial  purity  may, 

paradoxically,  discourage  more 
modest  cleanups  capable  of 
providing  some  health  and 
environmental  benefits  at  a 
lower  cost. 

The  scope  of  the  Superfund 
program  and  the  nature  and 
extent  of  remediation  required 
at  particular  sites  must  be 
grounded  in  sound  scientific 
assessments.  Cleanup  requirements  should  reflect  scien- 
tific and  economic  considerations,  including  the  relative 
risk  posed  by  hazardous  waste  sites,  the  cost-effective- 
ness of  various  remediation  techniques  and  the  health 
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"The  extent  of 
remediation  must  be 
grounded  in  sound 
scientific  assessments. " 


and  environmental  benefits  obtained  from  devoting 
scarce  social  resources  to  Superfund  instead  of  other 
health  and  environmental  problems. 

Unfortunately,  we  have  only  limited  scientific 
knowledge  about  the  dangers  from  inactive  waste 
sites.  For  example,  it  has  been  assumed  that  there  is  no 
safe  level  of  exposure  for  a  chemical  found  to  be 
carcinogenic.  However,  studies  suggest  that  certain 
chemicals  may  only  be  carcinogenic  above  a  designat- 
ed threshold  level. 

A  first  priority  should  be  to  develop  better  data  on 
the  effects  of  the  substances  in  inactive  waste  sites  on 
human  health  and  the  environment.  Only  with  sound 
scientific  assessment  of  the  hazardous  waste  problem 
and  of  various  cleanup  techniques  can  we  determine 
which  health  and  environmental  risks  justify  substantial 
cleanup  expenses.  A  deeper  understanding  of  the 
relationship  between  health  risks  and  cleanup  costs 
would  provide  a  framework  for  determining  the  scope 
of  the  Superfund  program. 

Working  for  Reform 

Superfund  reform  remains  one  of  America's  most  press- 
ing environmental  issues.  While  Superfund's  original 
purpose  is  admirable,  the  program  has  become  ineffi- 
cient, inequitable  and  an  obstacle  to  urban  renewal  and 
economic  growth.  We  need  to  reform  Superfund's  liabil- 
ity provisions,  risk  assessment  methods  and  remedy 
selection  process  if  Superfund  is  to  become  an  effective 
means  of  cleaning  up  the  environment  and  protecting 
human  health. 


CNA  is  one  of  the  leading  insurance  organizations  in  the  U.S.  Active 
in  a  broad  range  of  insurance  businesses,  CNA  has  nearly  100  years  of 
experience,  assets  of  $60  billion  and  stockholders'  equity  of  $6.7  billion 
as  of  December  31, 1995.  CNA  is  a  registered  service  mark  of  the  CNA 
Financial  Corporation. 


DreamWorks  was  born  last  year,  the  richest  and  most  hyped  baby  in  the  history 
of  the  entertainment  industry.  But  the  kid  hasn't  yet  learned  to  walk. 

California 
dreamin' 


By  Lisa  Gubernick 

Hollywood  reporters  gathered  to 
hear  DreamWorks1  Jeffrey  Katzenberg 
announce  the  signing  of  Maury  Povich 
and  Connie  Chung  for  a  talk  show.  It 
was  the  newest  announcement  in  a 
string  that  has  made  DreamWorks  per- 
haps the  most  publicized  corporate 
launch  in  history.  "It's  morning," 
Katzenberg  cracked.  "And  you  know 
if  it's  morning,  it's  time  for  another 
DreamWorks  announcement." 

DreamWorks  has  given  new  mean- 
ing to  the  concept  of  high  expecta- 
tions. How  could  it  not,  with  Steven 
Spielberg  among  the  founders  as  well 
as  record  mogul  David  Geffen  and 
Katzenberg,  the  limelight-loving  ex- 
number  two  at  Disney?  And  with  the 
legendary  Mo  Ostin  hired  to  run  the 
record  division? 

There  have  been  announcements  of 
financings  totaling  $1  billion,  with 
hefty  checks  from  the  likes  of  Paul 
Allen,  the  Ziff  brothers  and  Cheil,  a 
South  Korean  chemical  outfit.  Joint 
ventures  sprout:  ABC  (television 
shows),  MCA  (overseas  film  and  world- 
wide record  distribution)  and 
Microsoft  (new  interactive  software). 
And  lots  of  hirings:  animators  from 
Disney,  record  executives  from  Warner, 
tele\ision  executives  from  Fox.  Dream- 
Works has  put  nearly  1 ,000  people  on 
the  payroll.  Still  under  construction, 
the  DreamWorks  studio  is  already  on 
Hertz  rental  car  maps  as  a  tourist 
attraction. 

So,  how's  the  baby  doing?  "We  are 
way  ahead  of  where  we  thought  we 
would  be,"  savs  Katzenberg. 

Oh,  really? 


Forbes  has  obtained  a  copy  of  the 
confidential  business  plan  Dream- 
Works used  to  raise  that  $1  billion. 
According  to  the  plan,  the  company  is 
already  behind  schedule.  The  music 
division  was  supposed  to  break  into 
the  black  with  operating  earnings  of 
just  over  $4  million  this  year.  There 
were  to  have  been  three  album  releases 
in  1995  and  six  more  this  year.  So  far, 
there's  been  only  one  album,  the  dis- 
appointing Older  by  George  Michael. 
DreamWorks  and  Virgin  Records  had 
paid  a  reported  $30  million  to  release 
George  Michael  from  his  contract  at 
Sony.  Virgin  got  the  foreign  rights; 
DreamWorks,  the  U.S.  rights.  It  does 
not  appear  to  have  been  money  well 
spent.  Older  has  been  panned  by  crit- 
ics and  shunned  by  U.S.  record- 
buyers,  selling  just  over  400,000  units 
in  seven  weeks. 

How  about  television?  Dream- 
Works' first  two  shows  hit  the  air  last 
season:  Champs,  a  comedy,  was  can- 
celed, and  the  other,  a  police  drama 
called  High  Incident,  is  barely  holding 
on.  Two  more  half- hour  comedies  will 
be  on  CBS  and  ABC  come  the  fall. 
Only  one,  Spin  City,  starring 
Michael  J.  Fox,  is  expected  to  do 
well.  It  will  be  five  years  before  there 
will  be  enough  shows  to  sell  into 
syndication — where  the  real  money 
is  made.  DreamWorks  will  get  only 
one  slice  of  that  pie.  The  rest  goes 
to  ABC,  the  producer,  and  the 
show's  star,  Michael  J.  Fox. 

DreamWorks'  interactive  division 
has  produced  the  most  impressive 
work  thus  far.  Four  CD-ROMs  will  be 


released  in  time  for  Christmas.  The 
best  is  "Someone's  in  the  Kitchen." 
Aimed  for  the  3-to-6-year-old  set,  the 
disk  will  feature  singing  appliances  and 
a  character  called  Tastetester  the  Dog 
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who  checks  out  the  recipes  kids  create 
with  the  program. 

There  are  29  songs  on  the  disk,  and 
some  9,000  frames — quadruple  the 
number  on  most  games.  But  this  is  an 
expensive  project:  Just  to  cover  an  esti- 
mated $2  million  in  per-disk  develop- 
ment costs  (about  50%  more  than  any- 
thing else  on  the  market), 
DreamWorks  will  have  to  sell  some 
100,000  disks  at  $35  each.  That  won't 
be  easy:  Last  year  only  60  games  of  the 
thousand  released  managed  to  sell 
100,000  units. 

The  business  plan  says  there  would 
be  three  live-action  films  released  by 
the  end  of  1996,  and  five  in  1997.  The 
first  film,  Peacemaker,  starring  George 
Clooney,  is  still  in  pro- 


Is  DreamWorks  running  a 
bit  behind  plan?  Says  David 
Geffen:  "Geffen  Records  lost 
money  in  every  quarter  its 
first  six  years.  Then  in  1989 
it  was  worth  $500  million." 


duction.  James  Tharp,  who  heads  up 
DreamWorks'  film  distribution  arm, 
says  it's  unlikely  that  more  than  three 
will  be  released  by  the  end  of  1997 
rather  than  the  eight  originally  called 
for  in  the  business  plan. 

When  will  Steven  Spielberg  finally 
direct  a  picture  for  the  studio  he 
founded?  The  answer  is  unclear.  He 
starts  filming  Jurassic  Park  77  in  Sep- 
tember for  MCA.  After  that  will 
probably  come  Saving  Pri- 


■ 


vate  Ryan,  with  Tom  Hanks,  which 
DreamWorks  will  have  to  split  with 
Paramount. 

Dreamworks'  biggest  bet  rides  on  its 
animated  film  division.  DreamWorks 
projects  that  over  43%  of  its  earnings 
will  eventually  come  from  its  theatrical 
cartoons — where  Katzenberg  made  his 
mark  while  he  was  at  Disney.  "So  far, 
nobody  has  managed  to  compete  with 
the  Disney  brand  name,"  says  Thomas 
Pollock,  former  head  of  MCA  Motion 
Pictures  Group.  "But  if  anyone  can, 
it's  them."  On  Spielberg's  resume  are 
the  two  most  successful  non- Disney 
animated  films,  An  American  Tale  and 
Land  Before  Time.  But  neither  did 
more  than  $25  million  in  domestic 
film  rentals — about  half  of  what 
DreamWorks  is  projecting  for  its  aver- 
age animated  film  rentals. 

DreamWorks'  first  effort  is  to  be 
Prince  of  Egypt  (yes,  it's  about  Moses), 
due  out  in  November  1998.  Given  the 
public  scolding  Disney  has  been  taking 
for  reworking  Victor  Hugo's  Hunch- 
back of  Notre  Dame,  what  will  people 
think  when  DreamWorks  takes  on  the 
Bible? 

Is  DreamWorks  running  a  bit 
behind  plan?  No  matter,  says  David 
Geffen,  the  billionaire  record  mag- 
nate. "Geffen  Records  lost  money 
in  every  quarter  for  its  first  six 
years,"  Geffen  says  of  the  record 
company  he  later  sold  to  MCA. 
"Then  in  1989  it  was  worth  $500 
ion." 

DreamWorks'  business 
plan  projects  that  it  will 
turn  cash  flow  positive  by 
the  year  2000 — just  as  it 
is  running  through  the 
last  of  its  original  $1  bil- 
lion. If  that  happens,  it  will 
be  able  to  refinance  on 
very  favorable  terms. 
But  there  are  signs 
that  Geffen,  Katzen- 
berg, Spielberg  et  al. 
may  not  wait  that  long 
to  raise  fresh  cash.  Geffen 
has  been  speculating  about 
what  the  company  would  be 
worth  if  he  and  his  pals 
offered  the  public  a  20% 
piece  in  an  IPO. 

What's  a  dream  worth? 
In  this  market,  and  with  all 
of    DreamWorks'  hype, 
probably  plenty.  BBI 


Forties  ■  July  29,  1996 


43 


Ford  Motor  has  taken  its  knocks  lately,  but  here 
its  rarely  interviewed  number  two  executive  gives 
a  convincingly  upbeat  rebuttal  to  the  critics. 

Ford's  future 


By  Jerry  Flint 


In  the  au  ro  business,  it 
seems,  you're  either  up  or 
you're  down.  Recently  the 
buzz  was  that  Ford  is 
down.  Profits  almost  van- 
ished last  year  in  its  basic 
U.S.  auto  business.  Its  big 
European  operation  has 
been  passed  by  GM  in  car 
sales  and  profits.  In  a  pow- 
erful bull  market,  Ford 
stock  still  sells  where  it  did 
two  years  ago. 

But  not  so  fast.  "Every- 
one wants  to  rush  to  judg- 
ment w  ay  too  quick,"  re- 
torts Ed  Hagenlocker, 
president  of  Ford  Motor 
Co.'s  worldwide  auto  op- 
erations and  number  two 
in  the  company  hierarchy. 
Hagenlocker  savs  Ford  has 
passed  the  low  point  in 
this  cycle  and  is  already 
heading  up  again.  "Have  I 
ever  promised  you  some- 
thing I  haven't  deliver- 
ed?"   Hagenlocker  asks 

FORBHS. 

In  fact,  he  hasn't.  Years 
ago,  when  he  ran  truck 
operations,  Hagenlocker 
predicted  to  this  writer  MHi 
that  Ford's  trucks  would 
whip  c.m's.  It  was  hard  to  imagine 
then,  but  it  happened. 

Hagenlocker,  56,  is  not  your  typi- 
cal car  executive.  He  has  a  Ph.D.  in 
nuclear  physics,  but  won  the  num- 
ber two  job  at  Ford  by  his  truck 
victories  and  by  creating  the  compa- 
ny's most  popular  and  profitable 
products,  the  Explorer  and  the  big  F 
series  pickups  (for  playtime,  not 
worktime). 

Okay,  but  what  about  Ford's  re- 
cent, somewhat  weak  performance? 
First  quarter  earnings  ran  behind 
last  year's  (53  cents  versus  SI. 28). 


Ed  Hagenlocker,  Ford's  president  of  worldwide  auto  operations 
"Have  I  ever  promised  you  something  I  haven't  delivered? 


"When  you  see  the  profit  perfor- 
mance through  the  second,  third 
and  fourth  quarters,"  Hagenlocker 
replied,  "you'll  see  w  e're  beginning 
to  flow  through  some  of  the  cost 
improvements  we've  talked  about  in 
Ford  2000."  Wall  Street  agrees.  Ac- 
cording to  IBES,  the  mean  of  ana- 
lysts' predictions  for  the  full  year  is 
about  S3. 40  a  share.  That's  just  a 
shade  behind  1995's  S3. 58  and  in- 
dicates that  analysts  expect  the  re- 
maining three  quarters  of  1996  to 
beat  the  same  period  in  1995. 

U.S.  market  share.  This  year  Ford 


has  dropped  better  than  a  full  point 
of  market  share  behind  1995,  to 
25.3%.  Hagenlocker  predicts  Ford 
w  ill  regain  the  lost  market  share  in  a 
sales  rush  at  the  end  of  the  year  from 
pickups,  Taurus  and  the  big,  new- 
Expedition. 

Taurus:    At    S2(),()00-plus  it's 
priced  right  in  the  middle  of  its 
segment,  Hagenlocker  says.  It  will 
whip  the  Honda  Accord  and  be  the 
nation's  bestseller  again. 
If  there  are  few  er  Taurus 
sales,  it's  because  people 
are  buying  fewer  sedans 
and  more  trucks. 

Expedition.  Ford  will 
bring  out  a  giant  utility 
vehicle  ( w  ith  three  rows  of 
seats),  the  Expedition,  this 
fall  (a  Lincoln  version,  the 
Navigator,  comes  next 
year).  Sales  will  run 
150,000  a  year  and— flat 
prediction — beat  GM's 
successful  Chevrolet  Ta- 
hoe.  GM  has  other  ideas. 

Escort.  Ford  has  been 
losing  money  on  its  small 
Escort  cars.  The  just-out 
new  model  "has  the  po- 
tential to  break  even," 
Hagenlocker  says.  Why 
bother?  Ford  needs  it  to 
meet  federal  fleet  mileage 
requirements. 

Bijj  pickups.  The  new  big 
Ford  pickup  is  miming  close 
to  an  800,000-a-year  sales 
rate    now,    up    from  the 
700,000  predicted  early  this 
year.  What's  more,  Ford  fi- 
nally has  enough  capacity  for 
the  extended  cab  (with  three 
doors)  versions.  They  will 
mn  50%  of  sales,  compared 
w  ith  30%  for  die  older,  slower-selling 
models.  That  difference  adds  S500  mil- 
lion in  sales. 

Hagenlocker  doesn't  see  the  truck 
boom  ending.  "When  you  look  at  the 
excess  capacity  in  the  market  now, 
very  little  is  trucks.  And  with  all  the 
new  products  and  variations  coming, 
the  demand  for  trucks  should  be  con- 
tinually growing." 

The  trend  to  trucks  is  good  for 
Ford.  By  the  year  2000  half  the  vehi- 
cles sold  in  the  U.S  will  be  trucks,  up 
from  43%  today,  and  in  Ford's  case 
trucks  will  account  for  60%  of  sales. 
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The  figure  includes  so-called  utility 
vehicles  like  the  Explorer,  and  mini- 
vans,  like  the  Windstar,  as  trucks. 

Windstav.  "An  opportunity 
missed,'"  Hagenlocker  sighs.  Ford's 
big  minivan  has  three  doors,  but 
Chrysler  offered  four  doors  last  fall, 
and  suddenly  Windstar  is  behind  the 
times  and  won't  catch  up  until  earlv 
1999.  Hagenlocker  still  figures  he  will 
sell  240,000  Windstars  a  year  here. 
That's  more  minivans  than  three  divi- 
sions of  GM  will  sell  when  their  new 
model  is  in  full  production,  probably 
sometime  next  year. 

What's  coming.  A  smaller  utility 
vehicle — built  on  a  car  rather  than  a 
truck  chassis,  in  the  $15,000-to- 
$20,000  range — to  compete  with 
new  Japanese  models.  Coming  to 
market  probably  in  1999,  this  could 
be  a  world  vehicle,  produced  in  Eu- 
rope, too. 

A  sharp,  small  pickup,  with  four 
doors  (the  Ranger).  "Three  doors  are 
good,  four  doors  are  better." 

A  smaller — say  the  size  of  a  BMW  5- 
Series — Jaguar,  probably  in  the 
$45,000  class,  probably  three  years 
away.  This  car  will  double  Jaguar  sales 
to  80,000,  he  figures.  That  volume 
could  begin  producing  the  profits  to 
justify  Ford's  enormous  and  so  far 
unrewarded  investment  in  Jaguar.  A 
related  but  probably  lower-priced 
Lincoln  version  is  coming,  too.  (Un- 
fortunately for  Ford,  cm  will  have 
such  a  car  on  sale  this  fall,  the  Ger- 
man-built Cadillac  Catera.) 

Europe.  A  mess  right  now.  For 
Ford,  $26  billion  in  sales  last  year,  but 


a  continual  turnover  in  chief  execu- 
tives, lackluster  products  and  virtually 
no  profits. 

"In  our  structure,  I  run  Europe," 
Hagenlocker  says. 

Can  Europe  be  run  well  from  a  desk 
in  Dearborn,  Mich.? 

"I'm  just  saving  watch  over  the 
next  year,  year  and  a  half,  and  then 
we'll  have  this  discussion." 

Asia.  Ford  has  a  truck  plant  under 
construction  in  Thailand  (with  Maz- 
da). Ford  and  GM  are  both  going  into 
India,  and  Hagenlocker  says  he'll  be 
in  production  this  September,  ahead 
of  or  possibly  right  behind  GM.  China? 
GM  won  the  right  to  build  a  car  plant, 
while  Ford,  the  loser,  bought  20%  of  a 


Chinese  manufacturer  and  is  prepar- 
ing to  build  a  small  van  in  China. 

Ford  2000.  Hagenlocker  credits  the 
global  system  (Forres,  June  20, 
1994)  for  Ford's  ability  to  get  a  small 
car  into  production  in  Brazil  in  just 
tw  <  >  years  after  the  decision  w  as  taken. 
"I  guarantee  you,  it  would  have  never 
happened  under  the  prior  structure. 

"We're  going  to  be  in  production 
of  the  [small]  European  Escort  and 
U.S.  Ranger  [small  pickup]  in  Argen- 
tina by  the  end  of  the  year,  and  neither 
one  of  those  would  have  happened 
without  Ford  2000." 

How  can  the  new,  more  global 
Ford  do  things  faster  than  the  old, 
geographically  segmented  Ford? 

"Because  the  prior  organizations 
were  totally  focused  on  their  mar- 
kets," Hagenlocker  says.  European 
Ford  cared  only  about  Western  Eu- 
rope, American  Ford  cared  only 
about  America.  Now  the  w  hole  orga- 
nization is  supposedly  focused  on  the 
whole  world.  "The  vehicle  going  into 
India,  the  vehicle  going  into  China, 
those  are  products  and  programs  that 
have  all  come  about  because  of  Ford 
2000." 

We've  rarely  met  a  corporate  exec- 
utive who  wasn't  upbeat  about  his 
business,  and  so  you  tend  to  discount 
what  thev  say.  Hagenlocker  is  a  little 
different.  He  doesn't  talk  much  and 
has  a  record  for  delivering  when  he 
does.  Looks  like  Ford's  on  the  up- 
swing again.  H 
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Will  Latin  Americans  watch  as  much 

television  as  Americans  do? 

Some  very  big  money  is  betting  they  will. 

Crowded  skies 


By  Kerry  A.  Dolan 

About  two-thirds  of  all  U.S.  homes 
now  subscribe  to  cable  TV  service.  In 
Latin  America,  cable  penetration  is 
just  14%. 

Jimena  Urquijo,  an  analyst  at 
research  firm  Kagan  World  Media,  is 
enthusiastic  about  the  prospects  in 
Latin  America  for  direct  satellite 
broadcasters,  which  send  their  signals 
across  the  airwaves  to  receiving  dishes 
and  thus  don't  have  the  expense  of 
stringing  cables.  Urquijo  believes  that 
ten  years  from  now  direct-to- 
home  satellite  television  subscribers 
throughout  Latin  America  will 
number  between  6  million  and  8  mil- 
lion, up  from  zero  today. 

Two  experienced  and  well-capital- 
ized satellite  broadcasters  are  about  to 
spend  over  $1.2  billion  to  test  Urqui- 
jo's  thesis.  In  one  corner  is  General 
Motors'  Hughes  Electronics,  whose 
DirecTV  venture  has  attracted  1.6 
million  subscribers  in  the  U.S.  since 
its  launch  two  years  ago. 

Beginning  this  month,  DirecTV 


International's  Galaxy  Latin  America 
project  plans  to  beam  144  digital 
channels  to  Brazil  and  Mexico  from 
Hughes'  powerful  Galaxy  III-R  satel- 
lite. Most  programming  will  be  avail- 
able in  Spanish,  Portuguese  and  Eng- 
lish. The  project  represents  an 
investment  of  $700  million.  DirecTV 
International's  partners  are  Gustavo 
Cisneros'  Cisneros  Group  of  Compa- 
nies from  Venezuela,  with  20%; 
Brazil's  Televisao  Abril,  with  10%;  and 
Mexico's  Multivision,  with  10%. 
DirecTV  International  plans  to  launch 
similar  services  in  Europe,  Japan, 
India  and  China. 

Hughes'  chief  rival  is  Rupert  Mur- 
doch's News  Corp.,  which  has  a  huge 
hit  on  its  hands  in  Europe  with  its 
British  Sky  Broadcasting  service.  Mur- 
doch has  put  together  a  consortium 
dubbed  Sky  Latin  America  that  plans 
to  begin  service  in  the  late  fall,  start- 
ing with  Brazil  and  later  adding 
Mexico.  The  cost  to  launch:  $570 
million,  some  of  which  may  come 


from  a  debt  offering  that  is  now 
under  consideration. 

Murdoch,  too,  has  recruited  bil- 
lionaire partners  with  deep  pockets 
and  broad  influence — Emilio  Azcar- 
raga  and  his  Grupo  Televisa  in 
Mexico,  with  30%;  Roberto  Marinho 
and  his  Organizacoes  Globo  in  Brazil, 
also  with  30%.  Murdoch's  third  part- 
ner in  the  Sky  venture,  with  a  10% 
stake,  is  John  Malone's  Tele-Com- 
munications International. 

Galaxy's  three-month  time  advan- 
tage is  significant,  but  don't  count 
Murdoch's  Sky  Latin  America  out. 
Partner  Roberto  Marinho  has  been 
called  the  Citizen  Kane  of  Brazil  and 
has  big  clout  within  Brazil's  political 
circles.  Likewise,  Emilio  Azcarraga's 
Televisa  is  known  to  have  close  ties 
with  Mexico's  ruling  party.  News 
Corp.  brings  the  experience  of  phe- 
nomenal success  with  its  European 
BSkyB,  which  rakes  in  $250  million  a 
year  in  profits. 

Although  it  is  several  months 
behind  Galaxy  in  launching  its  service, 
Sky  Latin  America  started  an  aggres- 
sive Brazilian  advertising  campaign  in 
late  May.  Galaxy  scrambled  to  catch 
up,  countering  with  five-page  spreads 
in  Brazil's  most  popular  newspapers 
and  magazines. 

Don't  look  for  a  quick  return  for 
either  of  the  players.  The  potential 
market  is  huge  but  its  affluence  is 
limited,  and  a  set-top  box  with 
antenna  costs  around  $800.  To  lower 
that  barrier,  both  Galaxy  and  Sky  will 
likely  offer  financing  plans  for  the 
boxes,  possibly  subsidizing  their  pur- 
chase. Both  groups  plan  to  offer 
packages  ranging  from  $12  to  $50  a 
month.  Each  hopes  to  make  money 
on  sports  and  pay-per-view  chan- 
nels— in  a  sports-mad  region  of  the 
world. 

But  these  are  sensible  bets,  given 
the  potential,  if  Latin  America  con- 
tinues to  develop  economically:  As 
disposable  income  grows,  entertain- 
ment is  one  of  the  first  businesses  to 
benefit.  And  Hughes  and  News  Corp. 
are  smart  to  go  in  big  and  fast  because 
they  aren't  the  only  potential  players. 
Mexican  billionaire  Carlos  Slim's 
Grupo  Financiero  Inbursa  has  hooked 
up  with  Mexican  radio  broadcaster 
Grupo  Medcom  and  plans  to  start  a 
direct  broadcast  service  covering 
Mexico  by  late  this  year.  ■■ 
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President  Clinton  wants  to  spend  more  of  our  money 
on  the  higher-education  industry. 

Costly 
colleges 


By  Peter  Brimelow 

"Our  goal  must  be  nothing  less  than  to  make  the  13th 
and  14th  years  of  education  as  universal  to  all  Americans  as 
the  first  12  are  today,'"  President  Clinton  said.  And  he 
proposed  a  two-year  $1 ,500  annual  tax  credit  for  students 
in  college — with  an  equivalent  cash  grant  for  families  with 
insufficient  taxable  income. 

Critics  complain  about  the  new  taxes  proposed  to  pay 
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for  this  program  and  about  the  economic  inefficiency  of 
giving  a  windfall  tax  break  to  the  families  of  the  more  than 
60%  of  high  school  graduates  that  already  go  on  to  college. 
(Which,  however,  may  be  politically  efficient.) 

The  critics  are  missing  a  bigger  point:  Why  further 
subsidize  the  higher-education  industry,  anyway?  The 
Americans,  and  their  Canadian  clones,  already  spend  far 
more  on  it  than  their  major  industrial  competitors 
(see  chart).  It's  not  because  there  are  many  more 
young  Americans  and  Canadians — per-student 
costs  are  equally  out  of  line. 

College  graduates  earn  more  than  noncol- 
lege  graduates,  but  there  is  a  point  of  dwin- 
dling returns.  Indeed,  a  1995  Stanford 
University  report  by  William  F.  Mass)'  and 
Charles  A.  Goldman  found  projected 
Ph.D.  overproduction  averaging  22% 
in  some  heavily  subsidized  science 
and  engineering  fields. 

Downsizing,  anyone?  H 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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North  American  higher- 
education  spending  is  way 
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Source:  Of  CD,  U.S.  dollars  converted 
using  purchasing  power  equivalents. 
Figures  reflect  public  and  private 
spending. 
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Don't  censor 
the  Internet 


BY  ROBERT  A.  SIRICO 


Paulist  Father  Robert 
A.  Sirico  is  president  of 
the  Acton  Institute  for 
the  Study  of  Religion 
and  Liberty  in  Grand 
Rapids,  Mich. 


Just  as  we  had  become  used  to  our  free- 
doms being  worn  away,  a  federal  court  did 
the  right  thing.  It  stood  up  for  the  right  to 
free  speech  by  declaring  unconstitutional 
parts  of  the  Communications  Decency  Act, 
which  gave  Washington  power  to  regulate  the 
Internet. 

We  didn't  have  to  wait  for  this  decision  to 
know  that  government's  attempt  to  clean  up 
the  Internet  would  ultimately  fail.  The  law  is 
unnecessary  and  unworkable,  a  threat  to  a 
medium  that  has  thus  far  served  the  public 
extremely  well.  It  comes  with  no  viable  plan 
for  shielding  children,  other  than  granting 
new  powers  to  government  bureaucrats.  But 
the  battle  is  not  over.  The  Justice  Department 
will  most  likely  appeal  the  decision  to  the 
Supreme  Court. 

The  cry  "We  must  protect  the  children" 
has  been  responsible  for  the  many  abuses  of 
the  welfare  state.  It  is  an  easy  sell  when  some- 
one wants  to  grab  power.  When  politicians 
say  they  want  to  regulate  the  Internet  for  the 
same  reason,  think  twice. 

As  with  print,  much  of  the  material  avail- 
able on  the  Internet  is  intelligent  and  worthy 
of  our  attention.  And  some  of  it  is  unspeak- 
ably vile.  The  difficulty  in  separating  the  two 
rests  in  the  fact  that  much  of  the  Internet's 
value  lies  in  its  freedom  from  regulation. 

To  allow  the  federal  government  to  censor 
means  granting  it  the  power  to  determine 
what  information  we  can  and  cannot  have 
access  to.  Already,  the  FBI  has  abused  its 
power  over  the  Internet  by  investigating 
CompuServe,  in  violation  of  a  court  order.  If 
you  want  to  see  pornography  banished,  you 
must  recognize  that  federal  government  cen- 
sorship is  not  going  to  accomplish  that  goal. 

In  many  ways,  the  Internet  operates  as  a 
microcosm  of  society.  It  has  taken  its  own 
shape  according  to  the  actions  of  millions  of 
participating  individuals.  The  medium  is  used 
for  every  purpose — delivering  news,  religious 
evangelism,  academic  research,  business  and 
just  plain  fun.  Do  we  really  want  the  govern- 
ment telling  us  how  to  use  this  wonderful 
tool?  If  ever  there  was  a  case  of  the  market 
outwitting  social  planners,  the  growth  and 
development  of  the  Internet  is  it.  It  is  a  prod- 
uct of  what  F.A.  Hayek  called  spontaneous 
order.  The  invisible  hand  of  the  market  has 


made  it  a  revolutionary  means  of  communica- 
tion and  information  transmission. 

Of  course,  it  also  has  been  used  for  such 
evil  purposes  as  broadcasting  hateful  politics 
and  pornography.  I  am  told  there  are  3,000 
X-  and  R-rated  sites  to  be  found  on  the 
Internet.  But  the  medium  is  not  unique  in  its 
potential  to  corrupt.  So  can  books,  magazines 
and  even,  of  late,  prime-time  television. 
Temptations  to  sin  will  always  be  with  us  and 
around  us  so  long  as  we  live  in  this  world. 

Parents  today  face  threats  to  their  children's 
innocence  that  earlier  generations  never  knew. 
And  they  are  rightly  concerned  about  the 
availability  of  pornography  to  youngsters.  But 
if  we  want  kids  to  be  protected,  we  should  not 
send  parents  the  message  that  the  federal  gov- 
ernment will  do  the  job.  Not  on  the  Internet, 
in  movie  theaters  or  on  television. 

Federal  officials  are  unfit  stewards  for  our 
young  people.  With  rare  exceptions,  they 
have  exhibited  no  genuine  interest  in  moral 

The  cry  "We  must  protect 
the  children"  has  been 
responsible  for  the  many  abuses 
of  the  welfare  state. 


values.  They,  too,  are  stained  with  original 
sin.  Look  at  the  federal  government's  own 
record.  It  has  foisted  graphic  sex  education 
on  children  in  public  schools.  It  is  itself  the 
largest  purveyor  of  pornography,  in  the  form 
of  magazine  sales  on  military  bases.  I'd  rather 
entrust  the  protection  of  morality  to  parents 
and  local  communities. 

Yet  in  this  issue  the  government  sees  a  pos- 
sible instrument  to  establish  government  con- 
trol in  an  intensely  powerful  medium. 

So  what  can  parents  do  to  keep  pornogra- 
phy out  of  their  homes?  The  market  has 
already  provided  solutions.  Internet  users  can 
subscribe  to  growing  numbers  of  "parental 
control"  programs.  These  filter  out  offensive 
materials  by  screening  key  words  or  simply 
limiting  kids  to  a  "white  list"  of  approved 
sites.  It's  as  easy  as  downloading  a  file  and 
nearly  impossible  to  outwit. 

The  best  thing"  citizens  concerned  about 
the  innocence  of  children  can  do  is  become 
familiar  with  these  ways  to  self-regulate  the 
Internet  and  tell  their  friends.  We  need  par- 
ents, not  the  government,  to  take  control. 

If  we  grant  politicians  the  power  to  regu- 
late, we  risk  weakening  a  key  virtue  of  the 
Internet — its  spontaneity  and  open  access.  On 
the  other  hand,  internal  market  regulation 
protects  the  proposition  that  we  can  be  virtu- 
ous and  remain  free. 
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Our  next  award  may 
very  well  be  titled  "world's 


best  lease"  because  now 


you  can  get  the  250 


horsepower  TDOtfC  V8 


^Aurora  at  a  very  low  lease 


awa 


Lease  an 
rd 


"Absolute  Best  "New  Car  Value" 
-CarSmart  1995  Summer  Edition 


1995  "Best  Buy'" 
-Chicago  Tribune,  6/ J  7/95 


winner. 


"Best  Luxury  Sedan  " 
■1995  MotorWeek  Drivers'  Choice  Award 


"Luxury  Car  of  the  Year" 
-Motoring  '95 


payment.  We  figured  an 


automobile  with  this  kind 


of  following  shoidd  have 


a  lease  that's  equally  as 


praiseworthy  as  the  car. 


'Tor  more  information  see 


1995  "Best  Buy  of  the  Year" 
-Carguide 


Top  Ten  "All  American" 
-AutoWeek 


your  load  Oldsmobile  retailer. 


1995  "Design  and  Engineering  "  Award 
-Popular  Mechanics 


/995  "Best  Overall  Vehicle  in  Total  Value" 
-Strategic  Vision,  Inc. 


"Interior  of  the  Year"  Luxury  Category 
-Inside  Automotives 


1996  "Total  Quality  Award"  in  its  class' 
-Strategic  Vision,  Inc. 


$399  /  $2,600 

a  month  I  down 


36  months 


"America's  Finest" 
-Playboy  Magazine 


by  Oldsmobile. 


)  '996  QM  Corp.  Mi  n„hls  r 


*d.BudtleUp,Am 


'Chicago  Tribune.  6/1 1/95  'Strategic  Vision's™  1995  Vehicle  Experience  Study  is  based  on  a  total  of  31 ,440  new  vehicle  buyer  responses  indicating  owner's  positive  and  negative  experiences 
during  the  first  90  days  of  ownership.  'Strategic  Vision's  1996  Vehicle  Experience  Study™  surveyed  35,652  Oct.-Nov.  new  vehicle  buyers  of  200+  models  during  the  first  90  days  of  ownership. 
SmartLease.  $399  per  month  for  36  months.  $2,600  DOWN  PAYMENT.  $3,448.33  due  at  lease  signing  (first  month's  payment  of  $398.33,  plus  $450  refundable  security  deposit,  plus  down- 
payment).  Taxes,  license,  title  fees,  and  insurance  extra.  GMAC  must  approve  lease.  Example  based  on  Aurora  model:  $35,500  M.S.R.R,  including  destination  cha'ge.  Monthly  payments  total 
$14,339.88.  Payments  may  be  higher  in  Al_,  CA,  CT.  Fl_,  HI,  NY,  Rl,  TX  and  VA.  Option  to  buy  at  lease  end  at  price  determined  at  lease  signing.  Mileage  charge  of  15  cents  per  mile  over  36,000 
miles.  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  retailer  stock  by  10/2/96.  This  is  a  special  GMAC  program.  See  your  participating  retailer  for  gualification  details. 


Central  Parking's  operation  at  Camden  Yards,  home  of  the  Baltimore  Orioles 

Up-to-date  management  techniques  pay  off  in  a  once  haphazardly  run  business. 

Running  parking  lots  has  been  a  rotten  business  lately, 
but  new  blood  and  new  money  are  moving  in. 

Take-away  game 


By  Howard  Rudnitsky 

Where  there  are  cars,  there  must 
be  parking  places,  and  there  are  145 
million  cars  in  the  US.  A  rough  esti- 
mate is  that  there  are  16,000  parking 
lots  for  them,  half  municipal,  half 
private.  The  private  lots — half  operat- 
ed by  large  chains — alone  rake  in 
about  $5  billion  a  year.  Yet,  by  and 
large,  since  the  late  1980s  it  has  been  a 
lousy  business — slow  growth,  Hat 
profits. 

Most  operators  run  the  lots  under 
management  contracts,  which  run 
one  to  three  years  and  require  no 
capital  investment.  More  profitable 


but  riskier  are  lease  contracts,  w  hich 
run  from  four  to  ten  years  and  require 
capital  outlays.  The  latter  type  pro- 
vides greater  incentive  for  the  opera- 
tor and  is  growing  more  common. 

Under  a  fixed-fee  management 
contract,  the  ow  ner  puts  in  no  capital. 
Let's  say  the  lot  grosses  $1  million. 
The  operator  may  get  $20,000  plus 
IV2%  of  revenues,  a  total  of  $35,000. 

Under  a  lease  arrangement,  the 
manager  invests  to  expand  or  improve 
the  facility  and  gets  as  much  as  10%  of 
the  rev  enues.  He  risks  his  capital,  but 
gets  more  reward  from  any  grow  th. 


Most  parking  chains  work  under 
fixed-fee  contracts.  Large  parking  lot 
operators  often  don't  ow  n  the  land 
under  their  lots.  However,  Houston- 
based  Allright  Corp.  has  been  a  land- 
owner. This  largest  and  oldest  chain 
has  $170  million  in  revenues  and 
1,700  lots.  Since  the  early  1980s  All- 
right  has  been  owned  by  Hong  Kong- 
based  conglomerate  Hang  Lung, 
w  hose  real  estate  dev  elopment  group 
acquired  Allright's  publicly  traded 
shares  in  an  unfriendly  takeover  for  an 
estimated  $175  million. 

Hang  Lung's  owners  were  mostly 
interested  in  developing  Allright's 
potentially  valuable  real  estate,  but  as 
it  turned  out  many  of  the  properties 
were  in  the  Southwest,  which  by  the 
mid-1980s  was  experiencing  a  real 
estate  bust.  Stuck  in  the  parking  lot 
business,  Allright  was  milked  by  its 
Hong  Kong  owners,  who  reinvested 
little  in  the  business.  Allright  has  been 
on  the  block,  but  up  until  recently  has 
had  no  takers  at  the  asking  price  of 
S250  million. 
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Another  chain,  privately 
owned  Cleveland-based 
Apcoa,  has  an  estimated 
500  airport  and  urban  park 
ing  lot  facilities.  They  have 
been  selling  off  unprofit- 
able urban  properties  in  re- 
cent years,  which  has 
helped  improve  earnings. 

Jersey  City,  N.J. -based 
Square  Industries,  a  region- 
al parking  lot  operator  w  ith 
S66  million  in  revenues  and 
116  parking  lots,  has  until 
recently  fared  much  worse. 
Its  lots — primarily  in  New 
Jersey,  New  York  and  Pennsylvania — 
lost  money  from  1991  to  1994.  It 
earned  a  $2.2  million  profit  last  year, 
but  its  S18  million  long-term  debt  is 
still  2.6  times  its  equity  capital.  Its 
stock  is  closely  held,  and  closed  at  a 
recent  $10  a  share. 

Nevertheless,  it  is  possible  to  make 
good  money  in  the  parking  lot  busi- 
ness. Nashville,  Tenn.'s  Central  Park- 
ing, with  $126  million  in  rev  enues  last 
year  and  1 ,300  parking  lots,  is  expand- 
ing last.  8ince  1992  it  has  increased 
parking  facilities  under  management 
by  45%  and  revenues  by  174%.  Operat- 
ing income  rose  from  $6.3  million  in 
1992  to  $13.6  million  in  1995. 

In  the  late  1980s  Central's  founder, 
Monroe  J.  Carell  Jr.,  realized  that  the 
era  of  rapid  commercial  construction 
had  come  to  an  end.  Carell,  an  electri- 
cal engineer,  64,  began  what  he  calls 
his  "take -away"  strategy — meaning 
he  w  as  going  to  woo  lots  away  from 
the  current  operators  by  promising  the 
owners  of  the  underlying  land  that  he 
could  do  a  better  job  and  get  them 
more  revenue. 

Today  most  of  Central's  growth 
comes  from  these  take-aways.  And 
Carell  keeps  what  he  takes  away.  Cen- 
tral averages  a  95%  renewal  rate. 

About  40%  of  the  properties  Cen- 
tral manages  are  under  lease  con- 
tracts, up  from  30%  in  the  late  1980s. 
This  40%  produces  about  three-quar- 
ters of  Central's  revenues  and  profits. 

In  1992  Central's  Carell  bought 
into  a  major  regional  parking  opera- 
tor, Meyers  Parking,  with  $34  million 
in  revenues  and  104  parking  facilities, 
mainly  in  New  York  and  Boston.  It 
was  losing  money.  Central  paid  just 
$8  million  for  Meyers'  management 
contract  rights,  put  in  new  equip- 


Four  publicly  traded  companies  in  parking 


Company/subsidiary 

1995 

Latest 

P/E 

 Price- 

revenues 

12-mo 

recent 

52-week 

($mil) 

EPS 

high 

low 

ABM  Inds/Ampco 

$965.4* 

$1.95 

20 

39V2 

39% 

227/s 

Central  Parking 

126.2 

0.65 

40 

291/4 

34Vs 

13% 

Onex/lmpenal  Parking 

6,516.71 

1.35 

11 

WA 

16V2 

13 

Square  Industries 

66.2 

1.55 

1 

10 

12V2 

51/z 

*  Ampco  System  Parking  revenues,  $125  million,  tlmpenal  Parking  revenues 
$240  million;  Onex/lmpenal  Parking  figures  are  in  Canadian  dollars. 


Just  two  pure  parking  stock  plays. 


ment,  reduced  overhead  and  restored 
the  business  to  profitability. 

Another  success  story  is  Ampco  Sys- 
tem  Parking,  owned  by  ABM  Indus- 
tries, a  $1  billion  (revenues)  building 
services  company.  Ampco,  headquar- 
tered in  Los  Angeles,  had  revenues  of 
$125  million  last  year,  from  1,466 
locations  in  24  states,  mostly  on  the 
West  Coast.  In  just  three  years  Ampco 
has  gone  from  a  minor  airport  parking 
operator  to  the  largest  manager  in  the 
country  (servicing  lax  and  Newark 
airports,  among  others).  Ampco's 
parking  revenues  climbed  from  $45 


million  in  1992  to  $125 
million  last  year,  and  operat- 
ing profits  rose  from  $1.8 
million  to  $4.5  million. 

Seeing  that  a  handful  of 
smart  operators  are  thriving 
in  this  seemingly  humdrum 
business,    new   money  is 
starting   to   come   in.  A 
Northeast  investor  group 
has  offered  around  $230 
million  in  cash  for  Allright. 
In  April  1996  Vancouver- 
based    Imperial  Parking, 
with   1,400  parking  lots, 
about       $175  million 
(C$240  million)  in  revenues  and  over 
75%  of  the  Canadian  commercial 
parking  market,  changed  hands. 

Imperial's  buyer  was  Onex  Corp.,  a 
publicly  traded  Toronto  investment 
company  with  interests  in  airline  ca- 
tering, food  distribution  and  automo- 
tive components.  Price:  C$60  million 
for  all  the  shares. 

Onex  will  leave  acquisition-minded 
Imperial  founder  Paul  Clough  in 
charge  and  provide  him  capital  to 
expand  in  the  U.$.  and  abroad. 

So  change  is  now  coming  to  this 
once  sleepy  business.  ■■ 


i 

N 

S 
E 
R 

T 

T 

* 

□ 

PAY  ONLY 
AMOUNT  SHOWN 
ON  INDICATOR 

ASK  fw  roji  nectOT 
MICH  EMItft 

ANY  PROBLEMS? 
CALL 

(310)  646-5706 


BOOTH 


34 


i 


Ampco  System 
Parking  employee 
at  Los  Angeles 
International 
Airport 

Keeping  track 
of  the  cash. 
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A  ROAD  MAP  TO 
FINANCIAL  LITERACY 

S  '  '  '' 

By  Cecily  Patterson 


A  recent  survey 
by  the  Investor 
Protection  Trust 
reveals  that 
just  18%  of 
American 
investors  are 
financially 
literate  about 
investing.  While 
Forbes  readers 
are  more  finan- 
cially savvy 
than  the  typical 
American 
investor  —  they 
understand,  for 
instance,  the 
benefits  of  dollar 
J  cost-averaging 
i    —  they  may  suf- 
|  fer  the  opposite 
]  1  problem.  Instead 
|  of  lacking  infor- 
mation, canny 
investors  trying 
to  stay  on  top 
of  their  finances 


You're  an  investor.  You  loved  the  market  last  year, 
and  the  market  loved  you.  Now  you're  reading  con- 
flicting predictions  and  wondering: 
what  should  I  do? 

Stick  to  facts,  not  forecasts. 
Find  yourself  a  mutual  fund  that's 
been  around  a  good  long  time, 
say,  a  quarter-century  or  so. 
One  that's  historically  taken 
advantage  of  up  markets.  And 
hasn't  done  badly  in  down  markets,  either. 

Like  Janus  Fund.  For  26  years,  Janus  Fund 


Janus  Fund 


Average  Annual  Total  Returns  for  the 
Period  Ended  March  31, 1996 


lYear 
5  Year 
10  Year 
26  Year* 


*Since  inception  -  February  1970 


has  built  a  reputation  for  strong  growth.  And 
riding  out  those  dreaded  "market  corrections." 

  Founder  Tom  Bailey  and  fund 

manager  Jim  Craig  have  taken  a 
cautious,  researched  approach  to 
growth  investing.  Their  objectives 
are  long-term  growth  and  pre- 
servation of  capital.  It's  working 
for  over  800,000  investors. 
You  don't  have  to  cringe  at 
every  scary  financial  headline  you  see.  Janus  Fund 
investors  tend  to  just  smile,  and  turn  the  page. 


31.04% 
14.52% 
14.9396 
16.76%. 


Start.  To  think  big.  ■tniiBiiiii&>*miiyiiK)IIFli  can  or  send  for 

a  prospectus  containing  more  complete  information,  including  expenses.  Please  read  all  the  materials 
carefully  before  you  invest  or  send  money.  Write  to  Janus  Funds,  RO.  Box  173375,  Denver,  CO 
80217-3375.  Or  visit  our  Web  site  at  http://networth.galt.com/janus. 


On  eSource 


FROM    S  C  H  WA  B 


1-800-5-NO-LOAD 


Past  performance  does  not  guarantee  future  results.  Your  return  and  principal 
value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 


Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE, 
provides  recordkeeping  and  shareholder  services  for 
shares  purchased  through  its  Mutual  Fund  OneSource." 


[  $28  billion  in  assets  ] 
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may  be  overwhelmed  by  information. 
Technology  has  made  much  more 
available  all  sorts  of  information  — 
fundamentals  on  7,000  stocks,  perfor- 
mance data  on  6,000  mutual  hinds, 
earnings  estimates  from  every  Wall 
Street  analyst  and  much  more.  The 
challenge  is  to  sift  through  the  many 
options  and  issues  facing  the  personal 
investor  today. 

"Everybody  really  does  need  a  finan- 
cial plan  to  reach  long-term  goals," 
says  Stuart  Novek,  vice  president  of 
retail  marketing  at  Janus  Funds. 
"However,  it's  up  to  the  individual  to 
determine  the  best  way  to  go  about 
developing  that  plan  and  to  decide 
how  best  to  implement  it.  Many 
investors  are  capable  of  administering 
their  own  financial  strategies,  but 
other  people  need  external  services 
and  support." 

The  key  question  is,  what  is  the  best 
way  to  educate  yourself?  In  addition  to 
purchasing  a  home  and  funding  your 
children's  education,  Americans  today 
must  think  more  seriously  than  ever 
about  retirement.  Today's  retirees  can 
count  on  a  nice  monthly  check  from 


WL    -.mmm  _  mmm,  mmm 

Social  Security  to  boost  their  company's 
pension  plan  stipend.  But  no  one  knows 
the  future  of  Social  Security,  particu- 
larly what  kinds  of  cuts  to  expect  in  the 
years  ahead. 

One  thing  is  certain,  though.  Baby 
boomers  probably  won't  have  much  of 
a  safety  net  waiting  for  them.  What's 


Today's  retirees  can 
count  on  a  nice 
monthly  check  from 

boost  their  company's 
pension  plan  stipend. 

But  no  one  knows  the 
future  of  Social 

Security,  particularly 
what  kinds  of  cuts 
to  expect  in  the 
years  ahead. 


more,  many  companies  have  converted 
defined-benefit  corporate  pension 
plans  into  defined-contribution  plans, 
thus  shifting  the  responsibility  of 
investing  funds  to  the  employees. 
That's  why  your  own  investments 
and  mapping  out  a  financial  strategy 
are  crucial. 


No  Load  •  Warburg  Pencus  Post-Venture  Capital  Fund 


\enture  capital 

backed  companies  require 


tl  unique  research.' With  Warburg  Pincus  Post-Venture  Capital  Fund,  we  rely  on  our 


own  research  to  track  companies,  even  before  an  initial  public 
Elizabeth B.Dater, co-Manager    offering  (IPO)."  With  more  than  $1  billion  in  post-venture 

Warburg  Pincus  °  r 

Post-venture  Capital  Fund        capital  equity  investments  for  institutions,  Elizabeth  Dater  and 
her  team  bring  post- venture  capital  opportunity  to  individual 

investors.  Because  of  the  nature  of  the  Fund's  holdings  and  certain  strategies  it  may 
use,  an  investment  in  the  Fund  may  not  be  appropriate  for  all  investors. 


6-Month  Total  Return 

Since  Inception 

+57.00% 

(9/29/95-3/31/96. 
not  annualized) 


The  6-month  return  is  since  the  Fund's  inception  on  9/29/95  through  3/31/96.  From  rime  to  rime,  the  Fund's  investment  ad\iser  and  co-administrators  mav  waive  some 
fees  and/or  reimburse  some  expenses,  without  which  performance  would  be  lower.  Waivers  and/or  reimbursements  are  subject  to  change.  Returns  are  historical  and 
include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Past  performance  cannot  guarantee  future  results.  Return  and  share  price  will  fluctuate, 

and  redemption  value  may  be  more  or  less  than  original  cost. 

This  Fund  may  invest  in  a  company  that  has  received  venture-capital  financing  during  the  early  stages  o(  the 
company  s  existence  or  as  part  of  a  restructuring  or  recapitalization.  The  investment  of  venture-capital  financing,  or 
distribution  of  such  company's  securities  to  venture-capital  investors,  or  initial  public  offering  (IPO),  whichever 
is  later,  will  have  been  made  within  10  years  prior  to  trie  Fund's  purchase  of  the  company  's  securities. 

For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  prospectus.  Read  it  carefully 
betore  you  invest  or  send  money. 
©  1996  Counsellors  Securities  Inc.,  distributor. 


1-800  -WARBURG 

1     DAYS  (BOD-927-2874) 


Warburg  Pincus  Funds 


are  not 


annuities 
equal. 


If  the  variable  annuity 
you  invested  in  a  few 
years  ago  is  not  meet- 
ing your  retirement 
planning  expecta- 
tions, or  if  you  find  that  your  returns  are  being 
consumed  by  high  fees,  maybe  it's  time  you  had 
a  look  at  ours. 

"...71  Rowe  Price  No-Load  Variable 
Annuity  brings  a  wealth  of  investment 
experience  to  the  table. ...With  excellent 
funds  and  low  fees,  it  offers  investors 
the  potential  for  considerable  growth 
over  time." 

-Morningstar  Variable  Annuities/Life  (  J/31/96) 

In  addition  to  low  annuity  fees  and  investment 
costs,  you'll  find  that  the  T.  Rowe  Price 
No-Load  Variable  Annuity,  issued  by 
Security  Benefit  Life  (and,  in  New  York,  by 
First  Security  Benefit  Life),  also  offers  no 
sales  loads,  annual  maintenance  fees,  or 
surrender  charges. 

Our  variable  annuity  gives  you  the  flexibility  to 
switch  investments  among  five  T.  Rowe  Price 
managed  portfolios  and  the  insurer's  Fixed 
Interest  Account  up  to  six  times  a  year.  And,  if 
you  establish  a  certain  allocation  for  your 
variable  annuity,  we  will  automatically  reset 
that  allocation  on  a  quarterly  basis. 


T.  Rowe  Price 
No-Load  Variable  Annuity 

•  "Stepped-up"  death  benefit* 

•  A  variety  of  investment  options 

•  Asset  rebalancing 


In  the  event  of  your 
death,  the  T.  Rowe 
Price  No-Load  Variable 
Annuity  has  an 
important  built-in 
guarantee*  Your  beneficiary  will  receive 
at  least  the  minimum  amount  of  your  total 
investment  (less  any  withdrawals),  and  this 
resets  every  five  years  to  account  for  any 
investment  appreciation. 

Learn  more  about  our  no-load  variable  annuity 
and  how  you  can  transfer  your 
account  without  incurring  taxes. 
Request  a  prospectus  with 
more  complete  information, 
including  charges.  Read  it 
carefully  before  you  invest 
or  send  money. 


Call  1-800-341-1206 
24  hours  to  receive  a  free 
Variable  Annuity  Information  Kit 

http://www.  troweprice.com 


Invest  With  Confidence 

T.RoweRice 


-Ik 


*A  death  benefit  is  available  prior  to  the  date  annuity  payments  begin  if  the  variable  annuity  is  purchased  before  age  76.  The  stepped-up  death  benefit  is  not  available  in  the  state  of 
Florida.  The  T.  Rowe  Price  No-Load  Variable  Annuity  has  an  annual  mortality  and  expense  rate  of  .55%.  Management  fees  for  the  investment  options  vary  with  the  portfolio  selected. 
For  the  Fixed  Interest  Account,  the  interest  rate  is  net  of  charges.  Exchanges  and  withdrawals  from  the  Fixed  Interest  Account  are  subject  to  certain  limitations.  The  T.  Rowe  Price  No- 
Load  Variable  Annuity  is  issued  by  Security  Benefit  Life  Insurance  Company  (Form  \W1\ )  In  New  York,  it  is  issued  by  First  Security  Item-tit  Life  Insurance  and  Annuity 
Company  of  New  York,  White  Plains,  New  York  [FSB20 1(4-94)].  T.  Rowe  Price  refers  to  the  underlying  mutual  funds'  investment  managers  and  the  distributors,  T.  Rowe  Price 
investment  Services,  Inc.;  T.  Rowe  Price  Insurance  Agency,  Inc.;  and  T.  Rowe  Price  Insurance  Agency  of  Texas,  Inc.  The  Security  Benefit  Group  of  Companies  and  the  T.  Rowe  Price 
companies  are  not  affiliated.  This  variable  annuity  contract  has  limitations.  Call  a  representative  lor  costs  and  complete  detads  of  the  coverage.  vafo.ms91 
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Janus'  Novek  stresses  that  while  it's 
important  to  follow  the  basics  of 
investing,  like  developing  both  the 
appropriate  asset  allocation  strategies 
and  a  plan  that  involves  regular  invest- 
ing, the  most  significant  factor  in  the 
success  of  any  plan  is  sticking  to  it. 

"Whedier  you  invest  with  the  help  of 
outside  guidance  or  do  it  on  your  own, 
keep  reminding  yourself  that  your 
strategy  is  not  about  short-term 
performance.  It's  about  meeting  your 
goals,"  Novek  says. 

Making  Smart 
Financial  Decisions 

Your  financial  goals  may  be  to  fund 
a  child's  college  education,  purchase 
a  home  and  save  for  retirement.  In 
addition,  you  may  consider  starting 
your  own  business  or  anticipate  the 
possibility  of  caring  for  an  elderly 
parent.  Financial  planning  not  only 
allows  you  to  work  toward  achieving 
your  goals,  but  also  helps  you  prepare 
for  unforeseen  challenges  and 
significant  changes  in  your  life. 

"For  many,  the  most  difficult  part 
about  mapping  out  a  financial  strategy 
is  getting  started,"  says  Jim  A. 
Benham,  shareholder  communications 
manager  of  Twentieth  Century 
Mutual  Funds  and  the  Benham 
Group.  "I  don't  think  investing  is  as 
difficult  as  some  make  it  out  to  be. 
Initially,  of  course,  you're  going  to 
have  to  do  the  legwork  to  choose  the 
right  investments  for  you.  But  if  you 
do  your  research  correctly,  you'll  end 
up  with  a  plan  you're  comfortable 
with.  And  if  you  have  a  long-term 
investment  horizon,  history  tells  us 
you  have  a  very  good  chance  of  being 
a  successful  investor." 

A  huge  shift  is  taking  place  in 
America  today,  Benham  notes.  People 
are  living  longer,  and  conventional 
wisdom  is  changing.  "Statistics  show 
that  people  who  retire  at  60  will 
probably  live  another  23  years. 
Retirees  are  becoming  more  aggressive 
once  they  factor  inflation  into  their 
plans,"  he  says.  "They  are  looking 
toward  common  stocks.  There  are 
many  more  choices  for  investors  of  all 
ages  to  choose  from  —  both  domestic 
and  international.  The  good  news  is 
that  no  matter  what  your  age,  if  you 
do  the  research  and  have  an  asset 
allocation  plan  in  place,  you'll  find 
something  to  meet  your  objective." 


Time  and 

compounding  interest 
can  present 
great  rewards 

under  a 
well-crafted 
investment  plan. 


Taking  Stock 

of  Your  Investment 

Strategies 

The  first  step  is  to  clarify  your  present 
situation  by  assembling  all  relevant 
personal  and  financial  data.  Regardless 
of  the  future  of  Social  Security, 
experts  advise  obtaining  your  earnings 
history  every  three  to  five  years  to 
determine  if  your  FICA  donations  are 
being  recorded  correctly.  Call  the 
Social  Security  Administration  and  ask 
for  a  Personal  Earnings  and  Benefit 
Estimate  Statement  (PEBES).  Doing 
this  now  makes  it  easier  to  correct  any 
discrepancies  between  the  amount 
you've  paid  (recorded  on  old  tax  and 
W-2  forms)  and  the  amount  shown  on 
your  earnings  history.  It's  much 
simpler  to  correct  mistakes  if  you 
catch  them  earlier. 

When  formulating  your  plan,  list 
goals,  assets  and  liabilities,  and  factor 
in  risk  tolerance.  Your  financial  plan 
may  include  a  balance  sheet  or 
budget,  suggestions  for  improving 
cash  flow,  an  analysis  of  your  income 


tax  situation,  a  list  of  insurance  or  risk 
management  needs,  an  inventory  of 
your  investments  and  a  review  of 
other  special  issues  facing  you,  like 
education  saving,  retirement  funding 
or  estate  planning.  Identifying  both 
your  financial  and  personal  goals 
helps  you  define  time  horizons. 

"Investors  need  to  organize  their 
goals  according  to  their  time  frames," 
says  Steven  Norwitz,  vice  president  of 
T.  Rowe  Price  Associates.  "You  need  to 
model  asset  allocation  strategies  and 
learn  how  various  strategies  have  per- 
formed historically."  Once  you've  done 
that,  Norwitz  says,  you  should  think 
about  risk  tolerance.  "People  tend  to 
generalize  about  risk  tolerance,"  he 
says.  "Most  people  have  short-term, 
intermediate-term  and  long-term 
goals.  Investors  need  to  think  about 
risk  tolerance  in  the  context  of  each 
specific  goal,  because  the  amount  of 
risk  you  can  tolerate  may  actually  differ 
within  each  time  frame." 

For  example,  you  may  have  a  very 
low  risk  tolerance  for  a  short-term 
goal.  Perhaps  you  have  two  children 
who  will  start  college  within  the  next 
five  years.  Investing  short-term  money 
in  the  securities  markets  could  be 
risky,  even  more  so  when  the  market 
is  at  a  high  point.  "It  would  probably 
be  more  prudent  to  invest  short-term 
education  funds  in  a  money  market 
portfolio,"  says  Norwitz.  "However, 
in  the  intermediate-  to  long-term  goal 
time  frame,  you  might  be  willing  to 
be  more  aggressive.  You  know  that 
retirement  is  20  years  away,  and 
you  can  afford  a  moderate  to  higher 
risk  strategy." 

The  Advantage  of 
Diversification 

The  mainstay  of  any  investing 
strategy  should  be  the  asset  allocation 
models  you've  structured,  based  on 
your  income,  age,  risk  tolerance  and 
level  of  confidence  in  the  market.  It 
often  makes  sense  to  have  a  different 
asset  allocation  model  for  each  time 
horizon:  one,  for  instance,  to  invest 
the  money  you're  putting  aside  for  a 
bigger  house,  your  children's  educa- 
tion fund  or  other  expenses  of  that 
nature.  You  should  have  a  separate 
asset  allocation  model  for  your 
longer-term  goals,  like  retirement. 
You'll  also  need  to  rebalance  each 
portfolio  periodically.  Time  and 


A  fund  with  a  decade  of 
superior  performance. 


Dean  Witter  American  Value  Fund 

Average  Annual  Total  Returns: 
One  Year  +36.93%   Five  Years  +16.54% 
Ten  Years  +14.19% 

Graph  of  hypothetical  $10,000  investment 


Beating  the  Standard  and  Poor's 
500  Stock  Index  is  hard  to 
accomplish  in  any  year. 
Dean  Witter 
American  Value 
Fund  outperformed 
the  S&P  500  over  the 
past  five-  and  ten-year 
periods  ended  March  31, 1996! 


SEC  Standardized  Average 
Annual  Total  Returns  (as  of  3/31/96) 

lyear  +31.93%  5  years 


individual  goals.  It's  why  over  5 
million  investor  accounts  have 
found  a  home  at  Dean  Witter. 


Remember,  past  performance 
cannot  guarantee  future  results. 
+16.32%  ioyearS  +14.19%  You  may  have  a  loss  or  gain  when 

you  sell  your  shares. 


But  Dean  Witter  offers  more 
than  just  great  numbers.  We  have  a  network  of  over 
8,500  Account  Executives,  each  with  the  experience 
to  give  you  the  investment  advice  that's  right  for  your 


And  a  mountain  of 
evidence  to  prove  it. 


Call  Dean  Witter  today  for 
more  information  on  these  and 


other  impressive 
numbers.  And  for 
the  office  nearest  you. 


We  Measure  Success  One  Investor  At  A  Time 
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DEAN  WITTER 


Ask  for  our  free  brochure  and  prospectus,  which  contain  complete  information  on  risks,  charges  and  expenses.  Read  the  prospectus  carefully 
before  you  invest  or  send  money. 

The  above  graph  illustrates  the  growth  of  $10,000  for  the  ten  years  ended  March  31, 1996.  Dividends  and  capital  gains  were  reinvested  at 
net  asset  value,  assuming  no  redemption.  A  contingent  deferred  sales  charge,  which  declines  from  5%  in  the  first  year  to  zero  after  six  years, 
applies  only  upon  the  sale  of  fund  shares.  Investment  return  and  principal  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  purchase  price.  Past  performance  is  no  guarantee  of  future  results. 

tThe  Standard  &  Poor's  500  Stock  Index  is  an  unmanaged  index  of  500  common  stocks  and  is  a  generally  accepted  measure  of  stock  market 
performance.  The  S&P  500  had  average  annual  total  returns  of  +32.07%,  +14.64%  and  +13.95%  for  the  1,  5  and  10  years  ended  March  31, 
1996,  respectively. 

*SEC  standardized  returns  assume  you  sold  your  shares  at  the  end  of  each  reporting  period.  A  sales  charge,  which  applies  only  if  the  shares 
were  sold  within  six  years  of  their  purchase,  is  reflected  in  these  returns. 

©  1996  Dean  Witter  Distributors  Inc. 
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The  more  time  you  have  before  you  need  to  start  spending  your 

investments.. .the  more  aggressively  you  should  invest 
in  stocks  or  stock  mutual  funds. 


compounding  interest  can  present 
great  rewards  under  a  well-crafted 
investment  plan. 

"The  art  of  managing  money  is  to 
put  together  a  prudent  portfolio  of 
risky  assets,"  says  Dale  Christensen, 
managing  director  of  Warburg  Pincus 
Counsellors.  "If  you  don't  want  to 
take  risks,  you  should  buy  only 
overnight  Treasury  bills.  But  that 
strategy  gets  you  nowhere,  and 
it's  a  losing  proposition  because  of 
inflation  and  taxes." 

What's  important,  Christensen 
stresses,  is  to  have  a  portfolio  of 
assets  that  do  not  go  up  and  down  all 
together.  "That's  the  advantage  of 
diversification,  and  that's  why  inter- 
national investing  is  important.  There 
is  always  some  stock  market  in  the 
world  that's  going  up  or  down  in 
relation  to  the  U.S.  market.  Diversifi- 
cation is  key  to  building  a  portfolio 
that  will  have  a  higher  expected 
return  with  lower  volatility." 

The  amount  you  save  and  where  you 
save  it  depend  on  many  variables.  But 
how  you  allocate  your  savings  among 
specific  investments  depends  only  on 
one  variable:  time.  The  more  time 
you  have  before  you  need  to  start 
spending  your  investments,  or  even 
living  off  the  interest  they  generate, 
the  more  aggressively  you  should 
invest  in  stocks  or  stock  mutual  funds. 
The  less  time  you  have  before  you 
need  to  cash  in  means  that  your 
prudent  mix  of  risky  assets  is  allocated 
differently.  Now  is  the  time  to  start 
sifting  through  your  options  and 
implementing  a  plan. 


Accessing 
Information 

One  way  to  boost  your  financial 
literacy  is  to  read  standard  investment 
resources  like  Standard  &  Poor's  Stock 
Reports,  Morningstar  Mutual  Funds 
and  The  Value  Line  Investment 
Survey.  Using  your  home  computer's 
modem,  you  can  tap  into  your  library's 
"public  access  catalogue"  or  sign  on  to 
major  on-line  services  like  America 
Online,  CompuServe  and  Prodigy  that 
allow  you  to  talk  with  other  stock  mar- 
ket investors  and  get  stock  quotes. 
Through  these  services,  you  can  sort 
through  more  than  5,000  mutual  funds 
based  on  their  past  performances  and 
fees  and  review  a  list  of  the  top  1 00 
holdings  in  each  fund. 

For  a  small  charge,  you  can  hook 
into  resources  that  allow  you  to 
read  corporate  annual  reports. 
The  Internet  Investor  Network 
(http://networth.galt.com),  available 
through  any  major  on-line  service, 
accesses  the  full  text  of  about  1 5  finan- 
cial newsletters  and  most  of  the  finan- 
cial databases  found  at  your  library. 
"You  can  download  prospectuses  from 
at  least  30  fund  families  including  our 
own,"  says  Jim  A.  Benham.  "This 
technology  makes  it  easier  for  many 
investors  to  do  their  homework." 

Janus'  Novek  agrees  that  technology 
can  facilitate  the  investment  and  com- 
munication process.  "We  have  many 
different  types  of  shareholders  with  a 
wide  range  of  needs.  Our  job  is  to  be 
there  for  investors,  no  matter  how 
they  decide  to  communicate  with  us 


—  by  mail,  by  phone  or  by  the  Web. 
Certainly,  some  people  want  to  use 
asset  allocation  software,  like  Janus 
Asset  Builder,  to  help  in  the  process. 
It's  more  about  being  in  control  and 
making  your  own  decisions." 

Doing  It  Yourself 

Investors  on  their  own  have  plenty  to 
think  about:  interest  rates,  inflation, 
the  federal  budget  standoff,  corporate 
earnings  and  Wall  Street's  responses  to 
those  earnings.  Because  there  are  so 
many  investment  options,  individual 
investors  must  do  more  up-front 
analysis.  One  simple  rule  of  thumb: 
Ask  questions  before  you  invest,  not 
after.  Following  this  maxim  can  save 
you  heartache  and  buyer's  remorse. 

"It's  important  to  keep  abreast  of 
what's  going  on  in  the  industries  you're 
interested  in,  to  talk  to  people  at  the 
various  companies  you  are  considering 
investing  in,  or  have  invested  in,"  says 
Mike  Dempsey,  vice  president  of 
education  and  training  at  Cincinnati 
Life  Insurance  Company. 

"There  are  a  lot  of  publications  and 
resources  out  there,"  he  says.  "Only 
you  can  decide  how  much  time  and 
effort  you  want  to  put  into  developing 
and  maintaining  your  portfolio."  This 
is  often  a  deciding  factor  when  trying 
to  choose  between  investing  directly  or 
using  a  managed  alternative. 

"Another  factor  to  consider  is  the 
amount  of  money  you  have  to 
invest,"  says  Stephen  T.  Joyce, 
assistant  vice  president  and  sales 
director  of  ITT  Hartford  Life 


IN    I  8  I  0  ,   we   began  PROTECTING 
PEOPLE   from   FIRE.   IN    1  9  30,   tt  was   CROP  DAMAGE. 
TODAY,   it's  MISPERCEPTIONS. 


MANAGED 
CARE 


MANAGED 
DISABILITY 


Over  the  years,  we've  innovated  products  to  protect 
our  customers  from  practically  everything.  Including  the 


misperceptions  oj  a  disability. 


You  see,  we  believe  people  who  are  disabled  can  accomplish  even  the  most  challenging 
tasks.  And  that's  why  we  developed  our  Managed  Care  and  Managed  Disability  -  two 
programs  that'll  help  your  company  control  costs,  as  well  as  get  injured  employees  back 
to  work  faster.  If  they  can  no  longer  perform  their  old  job,  we'll  help  find  one  more 


suited  to  their  abilities. 


After  200  years  of  insuring  companies,  there's  one  thing  we've  learned  at  The 


No  One's 
Better 
Prepared  for 
Tomorrow. 


IjMM 

ITT  HARTFORD 


Hartford.  Buildings  and  equipment  can  be  replaced.  But  good  employees  aren't  so  easy. 


visit  OUR  web  site  at  http://www.itthartlord.com 
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Insurance  Companies.  "For  the 
individual  investor  who  is  nearing 
retirement,  a  variable  annuity  may  be 
appropriate.  If  younger  investors  want 
investment  diversity  and  professional 
money  management,  but  have  smaller 
amounts  of  money  to  invest,  mutual 
funds  may  be  a  good  solution." 

If  you  decide  to  direct  your  financial 
plan  yourself,  it  may  pay  to  get  a 
onetime  professional  opinion  of  your 
investment  plan.  For  high-net-worth 
individuals,  a  well-thought-out  and 
managed  program  supervised  by  an 
investment  adviser  will  help  sort  out 
your  particular  needs. 

Time  and  Money 

If  you  prefer  to  invest  through  a 
broker,  banker,  planner  or  other 
qualified  investment  adviser,  continue 
to  do  your  homework.  "If  you're 
looking  for  guidance  and  advice, 
there  are  many  options,"  says  ITT 
Hartford's  Joyce.  "A  full-service 
commissioned  broker  can  help 
you  sort  through  the  myriad  of 
investment  choices." 

The  growing  sophistication  of 
investors  has  raised  investment 
management  performance  to  a  much 
higher  level  in  the  past  few  years.  You 
should  select  a  financial  adviser  as  you 
would  any  other  professional  —  by 
checking  credentials,  reputation  and 
experience.  You  should  also  select 
an  adviser  based  on  your  financial 
needs  and  goals.  For  example,  some 
financial  professionals  concentrate  on 
educational  planning  or  work  with 
entrepreneurs  starting  a  small  business. 
Meet  with  four  or  five  professionals 
before  you  make  a  decision. 

"It's  not  so  much  a  question  of 
whether  you  like  the  person,  but 
rather  that  you  feel  they  are  finan- 
cially astute  and  have  your  best 
interests  at  heart,"  says  Cincinnati 
Financial's  Dempsey.  "It's  important 
to  remember,  as  well,  that  even  with 
a  financial  adviser,  you  are  still 
responsible  for  your  financial  future." 

Mutual  Funds: 
The  Wave 
of  the  Future 

Even  stalwart  do-it-yourselfers, 
frustrated  by  their  inability  to  rime  the 
market,  leave  the  stock-picking  to  the 
professionals  and  shift  money  into 


If  you  decide  to 

direct  your  financial 

plan  yourself, 
it  may  pay  to  get  a 
onetime  professional 
opinion  of  your 
investment  plan. 


mutual  funds.  Record  amounts  of 
money  are  pouring  into  mutual  funds, 
yet  the  selection  process  can  often  be 
haphazard  and  ill-informed. 

And  when  Americans  do  invest 
money,  they  often  keep  nearly  60%  of 
their  retirement  savings  in  lower-yield 
fixed-income  accounts.  "To  keep 
up  with  inflation,  retirees  need  to 
consider  a  healthy  dose  of  equities, 
while  continuing  to  focus  a  substantial 
portion  of  their  portfolios  on 
income-generating  bonds,"  says  ITT 
Hartford's  Joyce.  Both  of  these  options 
are  available  through  mutual  funds 
and  variable  annuities. 

Even  if  you're  willing  to  do  that 
kind  of  homework,  asks  T.  Rowe 
Price's  Norwitz,  "Will  you  be  able  to 
get  adequate  diversification  to  buy 
stocks  and  bonds  with  the  limited 
amount  of  money  that  you  have? 
If  you're  paying  commissions  and 
trading  actively,  it  may  even  cost  you 
more  money  than  if  you  were  to  buy 
no-load  mutual  funds  where  annual 


fees  are  about  1%.  That's  a  low  price 
to  pay  for  professional  management." 

Mutual  funds  not  only  allow  you  the 
benefits  of  institutional  buying  power, 
but  are  also  sometimes  the  only  way 
individual  investors  can  gain  access  to 
certain  areas  like  emerging  markets. 
Trying  to  pinpoint  exactly  when  to  get 
in  and  out  of  the  market  can  be  frustrat- 
ing for  the  individual  investor  as  well. 

That's  why  dollar  cost- averaging 
works  best  for  most  investors.  When 
shopping  for  a  fund,  experts  advise, 
look  for  one  that  offers  sharp  discounts 
for  high-net-worth  purchases  and  a 
variety  of  investment  strategies  for 
clients  seeking  to  diversify  their 
holdings,  from  growth  to  balanced  to 
overseas  markets. 

Stocks  and  Bonds 

All  of  the  experts  we  consulted  agreed 
on  one  point  for  the  investor  with  an 
investment  horizon  of  more  than  five 
years:  Building  a  globally  diversified 
portfolio  focused  on  equities  is  the 
best  way  to  reduce  volatility  and  earn 
consistent  returns.  While  no  one  want- 
ed to  predict  the  future  of  the  stock 
market,  most  advisers  agree  that  baby 
boomers  are  entering  their  peak  earn- 
ing and  saving  years  and  will  continue 
to  pump  money  into  the  stock  market. 

One  way  to  simplify  your  decisions  is 
to  consider  a  fund  that  has  representa- 
tion from  small-cap,  mid-cap  and 
large-cap  stocks,  domestic  bonds,  and 
international  and  emerging  market 
stocks  and  bonds.  These  kinds  of  funds 
are  usually  offered  to  suit  a  variety  of 
risk  tolerance,  whether  conservative, 
moderate  or  aggressive.  Experts  also 
agree  that  within  the  equity  portion 
of  your  portfolio,  some  of  your  money 
should  be  going  to  the  international 
marketplace. 

"I  believe  that,  depending  on  risk 
tolerance  and  long-term  goals,  at 
some  point  in  the  investment  cycle 
an  investor's  equity  portion  of  his 
portfolio  could  be  anywhere  from 
10%  to  50%  invested  in  international 
investments,"  says  Warburg  Pincus' 
Christensen.  "This  strategy  can  reduce 
the  volatility  of  your  overall  portfolio." 

Some  authorities  have  concluded  that 
the  greatest  growth  potential  for  the 
rest  of  this  decade  is  outside  the  U.  S. 
If  you  haven't  already  looked  overseas 
for  new  investment  opportunities,  now 
is  the  time  to  start  looking  at  diversi- 
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.  Some  of  the  best-known 
^      names  in  mutual  funds  W 
W  look  up  to  us. 


+ 


The  Principal®  family  of  retirement  accounts  has 
i  truly  brilliant  track  record. 

An  independent  rating  company,  Lipper 
Analytical  Services,  recently  analyzed  mutual  fund 
amilies  and  ranked  their  performance. 

Applying  Upper's  criteria,  our  accounts  out- 
performed funds  like  Vanguard,  Fidelity,  T.  Rowe 
pice,  Franklin/Templeton,  Merrill  Lynch. . .  and  on 
|lown  the  line:1 

One  reason  we  out-peiform  them 
I  that  generally  our  expenses  are  only 
fraction  of  theirs. 

At  The  Principal,  our  focus  is  solely 
n  long-term  returns  for  retirement  and 


the: 


401  (k)  plans.  As  a  result,  we  manage  nearly  $40 
billion  in  retirement  assets  for  33,000  companies  and 
millions  of  employees. 

In  fact,  we  provide  administrative  services  for 
more  401(k)  plans  than  any  bank,  mutual  fund  or 
insurance  company.** 

For  over  100  years,  The  Principal  has  been 
helping  people  get  the  most  out  of  their  money. 

That's  The  Principal  Edge? 
To  learn  more  about  us,  visit 
us  at  http://www.principal.com 
on  the  Internet.  And  if  you'd  like  to 
compare  the  results  of  the  study  for 
yourself,  please  call  1-800-255-6613. 


Financial 
Group 


401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 

©  1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392 . 
'  Ranking  for  mutual  fund  families  stated  is  based  on  five-year  performance  and  measurement  information  provided  by  Lipper  Analytical  Services,  We  applied  like  criteria  to  our  accounts  for  comparison 
The  Principal  separate  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans, ' '  CFO  magazine,  April/May  1 995,  Senior  Financial  Executive  Ranking 
Dducts  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC). 

Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 
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fied  foreign  slock  funds  and  emerging 
market  funds. 

In  addition  to  stocks,  financial 
advisers  stress  the  sagacity  of  including 
bonds  in  a  diversification  strategy.  Less 
volatile  than  stocks,  bonds  tend  to 
modulate  a  portfolio's  overall  returns. 
"Depending  on  your  risk  tolerance, 
your  asset  allocation  strategy  could 
have  a  mix  of  60%  stocks,  30%  bonds 
and  10%  cash,"  says  T.  Rowe  Prices 
Norwitz.  "lb  keep  this  mix,  it's 
important  to  rebalance  your  portfolio 
periodically  and  maintain  the  mix  you 
originally  aimed  for." 

Rebalancing  your  portfolio  is  a 
simple  concept  that's  often  overlooked 
even  by  people  who  have  taken  the 
time  to  figure  out  their  ideal  mix  of 
stocks,  bonds  and  cash.  "This  process 
does  not  require  day-to-day  work," 
says  Twentieth  Century  and  the 
Benham  Group's  Jim  A.  Benham. 
"Review  your  portfolios  once  a  year. 
Check  how  each  asset  class  has 
performed,  and  then  rebalance  your 
allocations  to  make  sure  your  portfolio 
still  matches  your  investment  goals." 


Now  is  the  time  to 

start  looking  at 
diversified  foreign 
stock  funds  and 

emerging  market 
funds. 


It's  time  to  rebalance  if  one  of  your 
investments  has  jumped  over  the  past 
year,  and  more  of  your  money  is  at  risk 
than  you'd  originally  planned. 


Protecting  Your 
Investments 

"Life  insurance  is  crucial  for  any  finan- 
cial plan,"  says  Cincinnati  Financial's 
Dempsey.  Whether  it's  basic  term 
insurance  or  a  tax-advantaged  cash 
value  plan,  life  insurance  allows  you  to 
take  risks  you  otherwise  could  not 
tolerate.  Dempsey  explains,  "If  you  are 
not  able  to  complete  your  investment 
goals,  life  insurance  will  provide  for 
your  family  and  allow  them  to  con- 
tinue with  your  financial  strategy." 
This  is  important,  especially  when  fac- 
toring in  all  your  goals  within  different 
time  frames,  from  paying  off  your  mort- 
gage to  funding  your  children's  educa- 
tion to  financing  your  retirement. 

Building  Your  Dream 
Retirement 

The  economics  of  saving  for  retire- 
ment has  been  affected  not  only  by 
increased  longevity,  but  also  by  the 
uncertain  future  of  Social  Security  and 
the  vanishing  company  pension  plan. 


To  measure  true  value,  consider  the  commitm 
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Packaging  401(k)  Expenses 


"There's  a  perception  that  retire- 
ment funds  are  expensive, 
bureaucratic,  hard-to-handle  and 
difficult,"  says  Chris  Bowman, 
assistant  director  of  pension 
services  at  The  Principal 
Financial  Group,  which  manages 
nearly  $40  billion  in  retirement 
assets  for  33,000  companies. 
"Our  message  is  that  401(k) 
plans  can  be  a  simple-to-adminis- 
ter,  low-cost  benefit,  if  you  pick 
the  right  plan.  The  three  factors 
to  focus  on  are:  What  services 
does  the  vendor  provide?;  What 
investment  opportunities  are 
available?;  and  What  is  it  going 
to  cost?  The  employer  needs  to 
analyze  closely  the  provider's 
services  as  well  as  total  expens- 
es in  order  to  make  the  best 
decision."  In  particular,  Bowman 
stresses,  employers  need  to 
make  sure  they're  comparing 
similar  service  packages. 


Every  401(k)  service 
provider  incurs  expenses  that 
can  be  collected  in  a  variety  of 
ways.  There  are  two  challenges 
for  the  employer:  to  determine 
how  much  the  provider 
charges  in  total  expenses 
and  to  be  aware  of  how  the 
provider  is  charging  those 
expenses.  Expenses  may  be 
billed  to,  and  paid  by,  the 
employer  and/ or  collected 
from  employee  accounts.  The 
compounded  result  of  even  a 
small  difference  in  rate  of 
return  can  have  a  dramatic 
effect  on  the  total  amount 
that  employees  will  have  for 
retirement.  "Paying  less  in 
investment  expenses  is  the 
best  way  to  gain  more  from 
your  401(k)  plan,"  Bowman 
says.  "It's  important  to 
determine  exactly  how  much 
you  really  are  paying." 


h'md  it. 


Initially,  it's  the  brilliance  oj  our  record  that  attracts  most 

investors.  Thirty-jive  consecutive  years  oj  increased  dividends. 
A  total  return  oj  174%  compared  to  the  S&P  500s  l 15% 
{'90-  95  with  dividends  reinvested}.  And  property  casualty 
insurance  operations  consistently  rated  A++  by  A.M.  Best. 
But  what  gives  us  the  long-term  edge  is  our  commitment  to 
independent  agents.  We  carejully  select  only  the  best.  They 
know  the  market  and  their  customers,  so  they  can  assess  risk 
accurately.  Which  is  why  it's  so  easy  to  jail  in  love  with  our 
combined  loss  and  expense  ratios.  To  take  a  closer  look  at 

Cincinnati  Financial  Corporation,  call  1-800-955-CINF 

{2463}  jor  a  CFC  jact  sheet. 


Cincinnati    Financial  Corporation 

Making  our  strength  your  j  u  t  u  r  e 
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Benham  GNMA  Income  Fund 


If  you're  looking  for  an  income 
fund  with  strong  long-term  perfor- 
mance, consider  Benham  GNMA 
Income  Fund.  The  Fund  seeks  high 
current  income  while  maximizing 
long-term  total  returns. 

Ginnie  Maes  are  backed  by  the 
full  faith  and  credit  of  the  U.S. 
government  as  to  the  timely  pay- 
ment of  principal  and  interest.  Of 
course,  the  Fund's  shares  are  not 
guaranteed  by  the  U.S.  government 
and  are  subject  to  prepayment  risk. 


Average  Annual  Total  Returns — 3/31/96 


One  Year 


10.08% 


Five  Years 


Life  of  Fund  (siiKe  imeplion  9/23/85) 


7.93% 
8.99% 


Performance  is  historical  and  does  not  guarantee 
future  results. 


Call  1-800-331-8331 


□  The  Benham  Group® 

Part  of  the  Twentieth  Century  Family  of  Mutual  Funds 


Morningstar's  Highest  Rating 

Morningstar  has  awarded  our  GNMA 
Fund  a  five-star  (*■****)  overall 
rating  for  its  historical  risk-adjusted 
performance  for  the  three-,  five-  and 
ten-year  periods  ended  3/31/96. 
It  was  rated  against  79  government 
mortgage  funds. 

No  Sales  Commissions 

The  Fund  is  no-load,  and  its  annual 
expenses  of  0.65%  are  well  below  the 
1.19%  average  for  comparable  funds 
(source:  Morningstar,  Inc.,  3/31/96). 


For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you 
invest.  Data  quoted  represents  vast  performance  and  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will  fluctuate,  and  redemp- 
tion value  may  be  more  or  less  than  original  cost. 

Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  March  31, 1996.  The  overall  rating,  which  may  change  monthly,  is  cal- 
culated from  the  Fund's  three-,  five-  and  ten-year  average  annual  total  returns  in  excess  of  90-day  treasury  bill  returns  with  appropriate  fee  adjustments, 
and  a  risk  factor  that  reflects  Fund  performance  below  90-day  treasury  bill  returns.  The  Fund  received  a  four-star  rating  out  of  79  funds  for  the  three-year 
period,  a  four-star  rating  out  of  54  funds  for  the  five-year  period  and  a  five-star  rating  out  of  32  funds  for  the  ten-year  period,  ended  3/31/96.  10%  of  the 
funds  in  an  investment  category  receive  five  stars,  and  22.5%  receive  four  stars.  Benham  Distributors,  Inc.  M6FLS 


How  do  you  plan  for  your 
years  in  the  sun?  Most 
financial  experts  seem  to 
agree:  Take  your  401(k)  to 
the  limit.  You  should  fund 
these  plans  to  the  absolute 
maximum  of  your  ability, 
especially  the  percentage 
that  your  employer  agrees 
to  match. 

401(k)  plans  became  even 
more  attractive  in  1996 
when  the  federal  ceiling  was 
raised  by  $260  to  $9500. 
Unlike  the  old-style  com- 
pany pension  plans,  most 
401(k)  participants  must 
contact  their  employers  to 
maximize  their  contribu- 
tions. "Time  can  be  a  great 
ally,"  says  T.  Rowe  Price's 
Norwitz.  "The  earlier  you 
start,  the  less  you  will  have 
to  invest,  and  the  more  you  mma 
will  eventually  have.  The  big 
advantage  of  a  401(k)  payroll  deduc- 
tion is  that  it  creates  a  very  disciplined 
approach  to  investing."  What  if  your 
company  doesn't  have  a  qualified 
retirement  plan?  It's  not  as  difficult  or 
as  expensive  to  the  employer  as  it  may 


How  do  you  plan  for  your  years 
in  the  sun?  Most  financial 

experts  seem  to  agree: 
Take  your  401(k)  to  the  limit. 


seem  to  set  one  up  (see  sidebar). 

Consider  buying  an  annuity  if  you 
are  in  a  higher  tax  bracket,  where  tax 
deferral  is  particularly  advantageous, 
and  you  have  additional  dollars  to  put 
aside  for  retirement.  Says  ITT 


Hartford's  Joyce,  "Once  you 
hit  your  fifties,  retirement 
starts  not  to  look  so  fuzzy. 
Annuities,  at  this  point, 
make  a  lot  of  sense.  Variable 
annuities,  in  particular,  make 
even  more  sense,  especially 
when  you  factor  in  an 
increased  life  span  along 
with  inflation.  Over  time, 
a  3%  inflation  rate  can 
decimate  your  buying  power. 
Historically,  variable  annu- 
ities have  been  a  better 
investment  and  provided 
a  better  hedge  than  fixed 
investments  and  have  done 
a  terrific  job  of  preserving 
your  purchasing  power  and 
providing  for  retirement." 

Creating  a  financial  plan 
these  days  means  that  you 
have  to  be  more  creative 
^1      than  ever  before  in  order  to 

winnow  out  the  most  suc- 
cessful strategies  to  help  your  money 
grow.  Those  investors,  however,  who 
do  take  time  to  foster  their  own  finan- 
cial success  with  a  bit  of  disciplined 
study  will  realize  that  financial  literacy 
is  easily  within  their  reach. 


Electioneering  101 


BY  DIANE  RAUITCH 


Diane  Ravitch  is  a 
historian  and  a 
Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


President  Bill  Clinton  proposed  a  tax 
credit  for  college  tuition  at  the  very  time 
his  Department  of  Education  demonstrated 
that  the  proposal  is  unnecessary. 

You  have  read  that  in  a  commencement 
address  at  Princeton,  Clinton  recommend- 
ed a  $l,500-a-year  tax  credit  to  help  pay 
for  the  first  two  years  of  college.  The  credit 
would  be  available  for  students  from  fami- 
lies earning  less  than  $100,000  a  year.  Any 
student  who  graduates  from  high  school, 
meets  the  income  requirement,  and  avoids  a 
felony  drug  conviction  while  in  college 
would  receive  the  credit,  at  a  cost  to  the 
federal  government  of  nearly  $7  billion 
per  year. 

For  many  of  the  more  than  4  million  eligi- 
ble students,  it  would  be  "found  money." 
Many  colleges  are  likely  to  respond  to  the  new 
credit  by  raising  tuition. 

For  even  as  the  President  promised  new 
federal  dollars  for  higher  education,  the 
Department  of  Education  released  a  study 
revealing  that  "rising  tuition  charges  appear 
to  have  little  impact  on  students'  higher 
education  enrollment  decisions."  Although 
tuition  went  up  nearly  5%  annually  between 
1980  and  1993,  enrollment  in  college 
during  the  same  period  steadily  climbed. 
This  would  seem  to  suggest  that  most 
people  who  want  to  go  to  college  get  there 
already. 

The  percentage  of  high  school  graduates 
who  enroll  in  college  immediately  after  gradu- 
ating from  high  school  rose  across  all  income 
levels  between  1980  and  1993  from  50%  to 
62%.  Among  low-income  students,  college 
enrollment  grew  from  33%  to  50%. 

College  costs  are  high,  but  they  are  not 
beyond  the  reach  of  most  Americans.  Four 
out  of  five  students  attend  public  institu- 
tions, whose  tuition — heavily  subsidized  by 
state  taxpayers — is  much  lower  than  on 
private  campuses.  The  typical  two-year 
community  college  costs  about  $1,500  per 
year.  Nearly  half  of  all  undergraduates 
attend  four-year  colleges  and  universities 
where  tuition  is  less  than  $3,000  per  year. 
Only  one  in  five  pays  tuition  of  more  than 
$10,000. 

Yet  even  students  at  expensive  universities, 
such  as  Princeton,  receive  federal  financial 
assistance.  Many  people  don't  appreciate  the 
extent  of  current  federal  programs  to  aid 
college  students. 


Recently,  the  financier  Felix  Rohatyn  sug- 
gested in  the  Wall  Street  Journal  that  the 
nation  needs  a  new  G.I.  bill  for  higher  educa- 
tion, so  that  all  able  students  will  have  the 
opportunity  to  go  to  college.  In  fact,  we  have 
had  such  a  program  for  more  than  20  years, 
based  on  economic  need,  not  academic  ability. 
Fully  45%  of  all  college  students  currently 
receive  federal  grants  and  loans,  at  a  cost  to 
taxpayers  of  nearly  $11  billion  annually. 

Clinton  was  right  to  emphasize  at  Prince- 
ton that  a  college  degree  is  a  distinct  advan- 
tage in  the  job  market.  The  unemployment 

For  many  of  the  more  than  4  million 
eligible  students,  Clinton's  college 
credit  would  be  "found  money." 


rate  for  college  graduates  is  3%,  compared 
with  9%  for  those  with  only  a  high  school 
diploma,  and  nearly  20%  for  those  who  never 
finished  high  school. 

The  President  seems  to  be  waving  the  col- 
lege affordability  issue  in  a  presidential  elec- 
tion year  the  way  he  waved  the  promise  of  a 
middle-class  tax  cut  in  1992,  or  the  promise 
that  his  favorite  program,  Americorps, 
would  subsidize  college  in  exchange  for 
community  service  for  vast  numbers  of  col- 
lege students.  The  middle-class  tax  cut  never 
materialized  and  Americorps  aids  less  than 
1%  of  all  college  students. 

This  election  year  we  can  expect  to  hear 
more  about  the  simple  truth  that  education 
has  become  the  passport  to  career  success, 
as  well  as  appeals  to  parents'  worries 
about  whether  they  can  afford  to  pay 
for  college. 

But  politics  aside,  it  is  clear  that  the 
rising  cost  of  higher  education  has  not 
reduced  enrollments  or  narrowed  educa- 
tional opportunity.  Our  biggest  education 
problems  as  a  nation  are  that  so  many 
youngsters  do  not  learn  the  basic  skills  that 
they  need  to  finish  high  school  and  that  so 
many  enroll  in  college  unprepared  for  col- 
lege-level work.  The  social  costs  of 
dropouts  and  the  economic  costs  of  reme- 
diation in  college  are  scandalous. 

If  the  President  or  anyone  else  is  really 
interested  in  advancing  education,  he  ought 
to  tackle  the  problem  of  poor  college  prepa- 
ration rather  than  offering  to  subsidize  the 
nonneedy.  BHB 
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Though  they  own  around  40%  of  the  stock,  minority 
shareholders  in  this  big  timber  company  can't  sell 
their  shares.  How  come?  There's  a  law  against  it. 

So.  sue  us 


By  John  R.  Hayes 

Berkshire  Hathaway  at  $31,600  a 
share  is  a  penny  stock  compared  with 
Anderson-Tully  Co.  Its  alltime  high: 
$194,000.  Of  course  that  was  back 
in  1994.  The  stock  hasn't  traded 
recently,  but  that's  because  you  can't 
buy  it,  not  because  no  one  wants  it. 
"Ten  years  ago  I  thought  it  was 
worth  maybe  a  quarter  million  a 
share,"  says  Toronto  investor 
Frederic  Jackman.  "Nowadays  I  fig- 
ure maybe  a  million  a  share." 

Memphis-based  Anderson-Tully 
isn't  listed  on  any  stock  exchange, 
and  with  fewer  than  500  sharehold- 
ers, it  is  exempt  from  the  Securities 
&  Exchange  Commission's  financial 
disclosure  rules.  The  annual  report,  a 
six-page  flier,  doesn't  include  the 
firm's  address  or  phone  number.  The 
proxy  says  nothing  about  insider 
holdings  or  executive  compensation. 

Anderson-Tully  is  a  fourth-genera- 
tion, family-run  timber  company. 
Founded  as  a  packaging  company  by 
Christopher  Tully  and  five  partners  in 
1889,  it  logged  and  milled  trees  to 
make  boxes,  barrels  and  crates.  When 
cheaper  corrugated  boxes  came  on 
die  market,  Tully's  descendants  deftly 
moved  the  company  into  flooring, 
plywood  and  furniture  lumber.  All 
along  it  kept  buying  timberland  in 
Tennessee,  Mississippi  and  Arkansas. 

Today  Anderson-Tully  owns  over 
300,000  acres  of  ash,  oak  and  other 
hardwoods  along  the  Mississippi 
River.  It  also  owns  mills,  a  fleet  of 
barges,  a  levee  construction  business 
and  some  commercial  real  estate. 

Is  it  worth  $1  million  a  share,  as 
Jackman  conjectures?  Very  conserva- 
tive rules  of  thumb— $200-an-acre 
land  values  plus  $450  an  acre  for 
timber — suggest  the  trees  and  real 
estate,  which  are  carried  on  the 
books  at  $12  million,  are  worth  at 
least  $200  million.  Give  some  cre- 
dence to  the  company's  reputation 


for  superior  tree  management — it 
hired  its  first  timberland  manager  in 
1938 — and  you  could  push  that  to 
more  than  $300  million.  Throw  in 
the  mills  and  barges  at  stated  book 
value  and  the  assets  are  worth  at  least 
$260  million  to  $360  million. 

Capitalization?  There  are  581 
shares  outstanding.  With  $26  million 
in  debt,  the  assets  are  easily  worth 
upwards  of  $500,000  a  share.  Why 
only  581  shares?  Back  in  the  days 
when  the  Tully  family  used  conven- 
tional tactics  to  control  the  company, 


Anderson-Tully  is  a  private  company. 
"We  don't  publish  financial  informa- 
tion for  the  public,"  he  writes,  "nor 
do  we  comment  on  rumors  or 
reports  about  our  assets  or  business 
strategies,  no  matter  how  inaccurate 
those  rumors  and  reports  may  be." 

More  than  a  rumor  is  the  widely 
held  belief  that  the  Tully  family  is 
more  concerned  with  avoiding  estate 
taxes  than  maximizing  share  price. 
Over  four  generations,  the  family  has 
gained  control  of  maybe  60%  of  the 
company,  though  no  one  outside  the 
firm  knows  exactly  how  much.  One 
hapless  minority  holder  is  Jeffrey 
Herr,  an  investment  banker  with  the 
Chicago  Corp.  "I  don't  like  the  idea 
that  this  company  is  being  run  for 
the  purpose  of  diminishing  share- 
holder value,"  he  says.  A  few  years 
back  Herr  introduced  New  Zealand 
raider  Ronald  Brierley  to  Anderson- 
Tully.  Brierley  picked  up  6%  of  the 
company  and  offered  to  pay 
$235,000  a  share  for  more  stock  if 


An  Anderson-Tully  sawmill  in  Vicksburg,  Miss. 

These  and  other  company  assets,  protected  by  the  state  of  Mississippi. 


it  engineered  a  number  of  reverse 
stock  splits,  the  last  a  l-for-20  split  in 
1988.  "Anderson-Tully  does  every- 
thing in  its  power  to  make  it  difficult 
to  own  the  stock,"  says  Martin 
Nelson,  a  Seattle  broker  who  has 
tried  to  make  a  market  in  the  stock 
for  over  eight  years. 

In  a  letter  to  Forbes,  President 
Parnell  Lewis,  great-grandson  of 
Christopher  Tully,  states  flady  that 


the  company  would  open  its  books. 
Rebuffed  by  the  company  and  the 
courts  (one  judge  ruled  against 
Brierley  after  remarking  that 
Anderson-Tully  owned  the  land 
where  he  turkey-hunted),  Brierley 
settled  for  greenmail.  Anderson- 
Tully  bought  his  shares  at  $175,000 
each  and  put  them  back  into  the 
company. 

Since  then,  the  family  has  fortified 
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its  defenses.  In  1991,  for  example,  the 
Mississippi  State  Legislature  passed 
something  called  the  Mississippi  River 
Timberlands  Control  Act.  Disguised 
as  public  interest  environmental  leg- 
islation, the  law  requires  investors  to 
obtain  permission  from  the  Secretary 
of  State  before  buying  10%  of  "a  river 
timberlands  company."  That's 
defined  as  any  company  owning 
80,000  or  more  acres  of  timberland 
within  15  miles  of  the  Mississippi 
River.  "It's  a  weird  law,"  says  John 
Colvin,  public  information  director 
for  the  Mississippi  Forestry  Commis- 
sion. "Talking  about  companies  with 
80,000  acres — Anderson -Tully  is  the 
only  one,  to  my  knowledge." 

Company  President  Lewis  says 
only  that  the  law  "is  an  important 
environmentally  based  law  that  was 
passed  with  our  support."  But  not 
wishing  to  leave  its  future  entirely  in 
the  hands  of  the  Secretary  of  State, 
the  Tully  family  convinced 
Mississippi  legislators  to  amend  the 
act  in  March  of  1995.  "I  introduced 
it  as  a  personal  favor  [to  Parnell 
Lewis],"  admits  Charles  Capps, 
chairman  of  Mississippi's  House 
Appropriations  Committee. 

The  amendment  is  astonishing. 
Simply  stated,  it  allows  any  river  tim- 
berlands company  to  prohibit  stock 
transfers.  Two  months  later  Anderson- 
Tully  shareholders  received  a  notice 
explaining  that  while  they  could  will 
or  gift  their  stock  to  close  relatives  (as 
defined  elsewhere),  or  sell  it  back  to 
the  company,  no  other  sales  would  be 
recognized. 

Is  this  legal?  Probably  not.  Lawyer 
John  Cocke  of  Merkel  &  Cocke  in 
Clarksdale,  Miss,  thinks  the  act  could 
be  successfully  attacked  on  a  number 
of  grounds,  chief  among  them  that  it 
is  in  direct  conflict  with  other 
Mississippi  laws.  But  that  means  if  an 
outsider  wants  to  buy  Anderson- 
Tully  shares  he's  got  to  figure  the 
cost  of  a  lawsuit  into  his  bid.  The 
outside  market  for  Anderson-Tully 
has  collapsed. 

Jack  Norberg,  president  of 
Standard  Investment  Chartered,  Inc. 
in  Tustin,  Calif.,  says  his  firm  sold  a 
big  position  back  during  the  Brierley 
raid.  "We  have  about  one  share 
remaining,  and  it  looks  like  we're 
going  to  own  that  for  a  long  time," 
he  moans.  Hi 


There  are  almost  as  many  Sonnabends  as  hotels  in  the 
Sonnabend  chain.  Can  Abe  Sonnabend's  proliferating 
descendants  remain  at  peace  with  one  another? 

All  in  the  family 


By  Robert  Lenzner 


In  January  1996  Stephanie  Sonna- 
bend, 43,  a  graduate  of  MI  T's  Sloan 
School  of  Management,  joined  the 
small  but  growing  group  of  women  at 
the  head  of  good-size  U.S.  business 
corporations.  She  became  president 
of  Sonesta  International  Hotels 
Corp.,  replacing  her  uncle  Paul,  68. 

It  was  a  delicately  balanced  transition 
at  the  smallish  operator  of  1 7  hotels  here 
and  abroad.  To  get  the  job,  she  and 
other  family  members  persuaded  her 
uncle  to  take  on  the  lesser  job  of  vice 
chairman  and  chief  financial  officer,  and 
her  lather,  Roger  Sonnabend,  Sonesta's 
chairman  and  chief  executive,  to  share 
real  pow  er  with  her. 

With  that  shift,  a  w  hole  generation 
of  Sonnabends  moved  up  the  ladder. 
Peter,  Paul  Sonnabend's  son,  42,  be- 


wo  generations 
of  Sonnabends 

Stephanie  (second  from  the  left)  rises. 


came  a  vice  chairman  last  year  while 
remaining  general  counsel  ofSonesta. 

Stephanie's  younger  sister  Jacque- 
line became  executive  vice  president 
for  human  resources  and  oversees  the 
operations  of  some  hotels. 

Though  not  equal  in  responsibility, 
Stephanie,  Peter  and  Jacqueline 
agreed  to  accept  equal  pay  of  about 
$200,000  plus  bonus.  Clearly,  there 
were  compromises  that  had  to  be 
made  to  keep  peace  among  the  ten 
Sonnabends  w  ho,  with  their  extended 
family,  own  65%  of  the  2  million 
outstanding  shares. 

Sonesta  Hotels  is,  in  theory,  a  pub 
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lie  company,  but  most  policy  has  long 
been  decided  in  family  council,  with- 
out much  bothering  with  the  other 
600  holders  of  Sonesta  stock,  which 
rarely  trades  on  Nasdaq. 

The  ten  Sonnabends  currently  ac- 
tive in  the  company  all  descend  from 
A.M.  (Abe)  Sonnabend.  Abe  Sonna- 
bend  was  a  pioneer  in  the  modern 
hotel  business.  He  started  building 
his  chain  around  the  time  the  Shera- 
ton and  Hilton  chains  were  growing. 
Whereas  the  other  chains  expanded 
mightily,  in  the  course  shedding  ma- 
jority family  control,  the  Sonnabends 
kept  their  business  small  and  a  family 
affair.  Stephanie  makes  it  clear  this 
approach  will  not  change.  "I  w  ant  to 
expand  by  a  hotel  or  two  each  year, 11 
she  says,  "staying  in  Sonesta's  unique 
niche — medium-size  hotels  one  step 
below  luxury,  in  resort  areas  where 
the  competition  from  giant  chains  like 
Hilton  is  not  so  overpowering. " 

Is  there  room  for  such  a  business  in 
today's  cult  of  megabusiness?  "Who 
wants  to  vacation  in  an  800-room 
hotel?"  is  Stephanie  SonnabencTs  re- 
sponse— and  that  clearly  strikes  a 
chord  among  at  least  a  minority  of 
travelers.  "We  don't  want  to  end  up 
being  a  cookie-cutter  hotel.  We  want 
to  be  distinct." 

Sonesta  manages  or  leases  hotels  in, 
among  other  places,  New  Orleans, 
Key  Biscayne,  Fla.  and  Cambridge, 
Mass.,  in  the  U.S.  Abroad,  it  manages 
seven  hotels  and  two  cruise  boats  in 
Egypt  and  has  operations  in  Aruba, 
Curacao  and  Santiago,  Chile.  With 
revenues  of  $55.8  million,  it  is  not  in 
the  class  of  a  Marriott,  an  $8.9  billion 
operation. 

But  it  seems  to  know  where  it  is 
going  as  a  business.  Last  year  the 
Sonesta  chain  acquired  the  kitschy 
Casablanca  Hotel  on  the  Caribbean 
island  of  Anguilla.  It  is  now  called 
Sonesta  Beach  Resort  Anguilla.  Ho- 
tels in  Egypt  and  Bahrain  are  sched- 
uled to  open  by  year-end.  The  compa- 
ny is  looking  at  sites  in  New  England 
and  the  Caribbean. 

The  present  goal:  expanding  to 
about  30  properties.  Says  Stephanie: 
"Few  new  hotels  have  been  built, 
except  in  places  like  Orlando  and  Las 
Vegas.  So  demand  has  caught  up  with 
supply.  Occupancy  is  running  be- 
tween 70%  and  80%  " 

Even  if  the  family  is  having  a  good 


time  running  the  company,  the  public 
record  isn't  very  impressive.  Half  of 
Sonesta's  $2.5  million  in  profits  last 
year  came  from  insurance  proceeds 
for  flood  damage  to  the  New  Orleans 
hotel  and  from  the  recapture  of  ac- 
crued costs  in  Amsterdam. 

"We're  not  looking  for  investors  or 
public  financing,"  shrugs  Stephanie 
Sonnabend.  "The  stock  price  has  no 
reflection  on  the  company's  value.  We 
don't  talk  about  it.  It's  a  nonissue." 
Her  father,  Roger  Sonnabend,  adds: 
"We're  not  concerned  with  earnings. 
We're  concerned  with  [building]  val- 
ue." On  the  score  of  asset  value, 
Sonesta  looks  pretty  good. 

The  imminent  sale  of  Boston's 
Copley  Plaza  Hotel  for  a  rumored 
$70  million,  or  $190,000  a  room, 


Anguilla's  Sonesta  Beach  Resort 

Still  room  for  this  kind  of  business? 


indicates  a  market  value  for  Sonesta's 
400-room  Royal  Sonesta  in  Cam- 
bridge of  $40  million  to  $60  million. 
That's  more  than  double  what  it  was 
worth  a  few  years  ago. 

Clearly  the  assets  behind  the  com- 
mon shares  are  worth  several  times  the 
$8  a  share  the  stock  recendy  sold  for, 
but  minority  shareholders  have  a  tat 
chance  of  realizing  these  values.  And 
don't  expect  Stephanie  or  the  other 
cousins  to  trumpet  these  hidden  values. 
With  the  older  generation  getting  on  in 
years,  it's  better  for  estate  purposes  to 
have  low  share  prices. 

There  is  another  reason  for  the  com- 
pany's relative  caution.  After  Abe  Son- 
nabend died  in  1964,  his  three  sons — 
Roger,  Paul  and  Stephen — doubled 
the  chain  in  six  years,  to  20  hotels, 
dangerously  overextending  them- 
selves. Their  timing  was  dreadful.  The 
dollar  fell,  making  foreign  acquisitions 
too  costly,  and  the  price  of  oil  quadru- 
pled, temporarily  kiboshing  the  travel 
business.  Sonesta  almost  went  under.  It 


needed  cash  desperately. 

Up  went  the  for  sale  sign  in  1971 
on  Sonesta  hotels  in  Milan,  Munich 
and  Brussels — which  went  for  little 
more  than  the  cost  of  their  leases. 

The  Carlton  Towers  in  London 
brought  a  pitiful  $11  million,  and 
Manhattan's  Plaza,  Sonesta's  crown 
jewel,  fetched  only  $25  million  in 
1975.  In  1988  '  Donald  Trump 
bought  the  Plaza  for  $400  million, 
after  a  $70  million  remodeling  job  by 
Westin  Hotels  &  Resorts. 

The  company  survived,  but,  un- 
willing to  tap  public  markets,  it  con- 
tinued to  sell  properties  to  raise  cash. 
A  splendid  hotel  in  Bermuda  went  in 
1986  for  $60  million,  a  $15  million 
gain.  These  properties  are  worth  a  lot 
more  than  Sonesta  got  for  them. 

The  company  was  pretty  much  re- 
duced to  managing  hotels  for  others. 
It  has  taken  years  to  get  back  in  shape 
and  begin  acquiring  again.  "In  1986 
we  had  a  lot  of  assets  and  a  lot  of 
debt,"  says  Roger  Sonnabend.  "By 
199 1 ,  with  the  sale  of  our  Amsterdam 
hotel  for  $60  million,  we  were  finan- 
cially strong." 

Hence  Stephanie  Sonnabend's  talk 
of  expanding  to  30  hotels.  But  don't 
look  for  the  Sonnabends  to  bet  the 
ranch  on  expanding  for  a  second  time. 
Their  intention  is  to  remain  a  niche 
company  and  a  family  one.  "At  the 
end  of  the  day  I  want  to  know  the 
people  in  each  hotel,"  says  Jacqueline 
Sonnabend.  "When  you  get  too 
large,  you're  dealing  with  banks  and 
insurance  companies." 

To  maintain  family  harmony 
through  another  generation  requires 
a  delicate  balancing  of  individual  am- 
bitions. Stephanie's  cousin  Peter 
hopes  in  good  time  to  take  over  his 
uncle  Roger's  title  of  chairman.  This 
could  make  him  more  than  a  little 
equal  to  Stephanie.  Stephanie  says, 
"As  long  as  we  maintain  family  har- 
mony, we  will  maintain  the  success  of 
the  company.  Peter,  Jacqueline  and  I 
will  share  power  in  different  roles.  We 
want  to  be  in  control  of  the  compa- 
ny's vision." 

Her  father  is  a  bit  worried.  "I'm  not 
dead  yet.  As  long  as  I'm  here,  the 
situation  will  remain  stable,"  he  says. 
"The  real  cjuestion  is  whedier  the  com- 
pany continues  after  I'm  gone.  There's 
no  way  I  can  mandate  the  next  genera- 
tion staying  together."  H 
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Conservatively  financed  and  well  connected, 
Mexico's  Bufete  Industrial  looks  like  a  good  way 
to  invest  in  the  country's  economic  future. 

Cool  in  the  face 
of  adversity 


By  Christopher  Palmeri 

"It  took  us  six  years  to  recover 
from  the  1982  crisis,"  says  Jose  Men- 
doza  Fernandez,  chairman  of  Bufete 
Industrial,  one  of  Mexico's  largest 
construction  companies.  "This  time, 
after  18  months  we  have  already 
bounced  back."  The  Mexican  bank- 
ing system  is  still  a  disaster,  the  aver- 
age Mexican  is  still  tightening  his  belt 
and  Mexico's  economy  is  only  slowly 
recovering,  but  Mexico  City-based 
Bufete  is  well  ahead  of  the 
pack.  In  the  first  quarter 
Bufete's  revenues  jumped 
65%,  to  $114  million.  Its 
loss — due  to  a  high  interest 
expense — narrowed  consider- 
ably, to  $4  million  from  $27 
million  in  last  year's  first  quar- 
ter. Last  year,  while  foreign 
money  managers  were  pulling 
money  out  of  die  country,  lots 
of  big  multinational  compa- 
nies used  the  devaluation  to 
strengthen  their  positions  in 
Mexico.  A  lot  of  that  business 
went  to  Bufete. 

Bufete  is  helping  the  chem- 
ical subsidiary  of  the  Shell  Oil  HHH 
Co.  build  a  $50  million  plant 
in  the  city  of  Altamira  on  the  Gulf 
coast.  The  plant  will  make  resin  for 
plastic  bottles  for  the  Mexican  bot- 
tling industry.  Most  Mexicans  drink 
colas  in  returnable  glass  bottles.  Shell 
believes  that  in  the  years  ahead  Mex- 
icans will  switch  to  plastic,  just  like 
their  American  neighbors. 

Other  trends  driving  the  Mexican 
heavy  construction  market  are  surg- 
ing exports  and  privatization.  Bufete 
is  building  a  $110  million  steel  plant 
in  the  west  coast  city  of  Lazaro  Car- 
denas for  the  Indian  company  Ispat, 


which  recently  bought  one  of 
Mexico's  government-owned  steel 
companies.  Most  of  the  new  plant's 
production  will  be  geared  toward  the 
export  market,  which  is  flourishing 
with  the  cheaper  peso. 

Appropriately  enough,  Bufete  was 
born  in  a  crisis.  In  1946  Jose  Men- 
doza  was  a  young  chemical  engineer 
working  for  an  American  engineering 
company  at  a  plant  in  Mexico  when  a 


Bufete  Industrial's  Luis  Felipe  and  Jose  Mendoza 
The  peso's  collapse  was  a  blessing  in  disguise. 


safety  valve  failed  to  release  and  pres- 
sure began  building.  An  explosion 
was  imminent.  When  Mendoza's 
American  boss  froze,  Mendoza  kept 
cool  and  found  a  way  to  relieve  the 
pressure.  "It  was  then  that  I  realized 
I  should  be  in  business  for  myself," 
Mendoza  says.  He  and  a  partner  went 
out  on  their  own  and  began  winning 
consulting  contracts.  Coolness  in  the 
face  of  catastrophe  has  stood  Men- 
doza well  in  Mexico's  stormy  days. 

A  supporter  of  Mexico's  ruling  pri 
party,  Mendoza  picked  up  public 


sector  contracts  in  the  1970s  and 
early  1980s,  becoming  a  top  builder 
of  refineries  and  plants  for  Mexico's 
state-owned  oil,  power  generation, 
fertilizer  and  steel  companies.  But 
today  the  winds  have  shifted  to  the 
private  sector,  and  Mendoza  has  had 
no  trouble  shifting  with  them.  Over 
82%  of  Bufete's  $470  million  backlog 
is  orders  from  private  companies. 

U.S.  investors  who  bought  into 
Bufete  when  it  went  public  three 
years  ago  have  been  hurt  by  the  peso 
devaluation.  Shares  for  which  they 
paid  $23  are  now  hovering  around 
$17 — about  18  times  expected  1997 
earnings.  But  devaluation  or  no,  Jose 
Mendoza,  now  71,  and  his  son  and 
heir  apparent,  Luis  Felipe  Mendoza 
Escalante,  31,  have  managed  well. 
Their  $150  million  in  debt  is  still  less 
than  most  Mexican  construction 
companies  carry. 

The  Mexican  government  says  the 
crisis  has  accelerated  its  desire  to 
attract  private  capital  to  upgrade  the 
nation's  petrochemical  plants,  rail- 
roads, ports  and  power-generating 
capacity.  This  should  further 
brighten  Bufete's  horizon,  but 
in  Mexico  there  are  always 
complications. 

Earlier  this  year  a  group  of 
demonstrators,  goaded  by 
unions  and  an  opposition 
political  party,  cut  off  produc- 
tion at  a  number  of  oilfields  to 
protest  the  privatization  of 
chemical  plants.  The  petro- 
chemical privatization  may  be 
delayed  until  next  year.  A  sim- 
ilar slowdown  has  hit  Mexico's 
telecommunications  sector. 
This  means  prospective  loss  of 
business  for  Bufete. 

In  electricity  the  news  is 
better.  The  Mexican  govern- 
ment is  moving  forward  with  con- 
tracts for  new  privately  financed  elec- 
tric power  plants,  two  years  after  bids 
on  some  of  these  projects  initially 
went  out.  This  bodes  well  for  Bufete. 
So  does  the  heavy  demand  for  elec- 
tricity generation  in  other  parts  of 
Latin  America;  Bufete  now  gets  29% 
of  its  business  abroad. 

If  you  believe  in  the  ultimate  full 
recovery  of  Mexico,  here's  a  sound- 
ly financed  and  managed  company 
that  would  be  hard  to  go  wrong 
with.  BH 
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Special  Advertising  Series 


LEXIS-NEXIS 


It  started  with  a  professional  oversup- 
ply.  Lawyers  were  awash  with  information, 
everything  from  codes  and  statutes  to 
caselaw.  But  that  wealth  of  fact  and  opin- 
ion, the  necessary  raw  material  of  the  le- 
gal trade,  came  with  a  major  drawback: 
You  couldn't  find  what  you  were  looking 
for  fast  enough,  and  when  you  did,  you  still 
weren't  sure  if  there  wasn't  something  else 
out  there  you  really  needed. 

Data  Corporation,  a  company  in  Day- 
ton, Ohio,  began  meeting  the  needs  of  law- 


"The  business  climate  of  Ohio 
and  the  Dayton  area  gives 
businesses  a  ready  supply  of 
the  right  kind  of  people. " 
Ira  Siegel, 
President  and  CEO, 
LEXIS-NEXIS 


yers  by  providing  a  specialty  in  legal  re- 
search. But  it  was  still  painstaking  work.  Not 
until  1973  had  computer  technology  ad- 
vanced to  the  point  that  a  real  breakthrough 
was  made,  and  a  service  called  LEXIS  was 
born.  Finally,  vital  legal  information  was 
available  through  terminals  and  keyboards. 
Legal  research  entered  a  new  era. 

By  1979,  it  was  no  longer  only  the 
legal  profession  that  would  profit  from 
the  information  revolution.  NEXIS,  a  simi- 
lar system  of  fast,  comprehensive  infor- 
mation access  to  news  and  business 
data,  brought  information  to  the  finger- 
tips of  anyone  with  a  keyboard  and  a 
computer. 

Today,  LEXIS-NEXIS,  the  descendent  of 
the  early  search  for  information  retrieval, 
is  the  leading  name  in  an  industry  that 


serves  virtually  every  in- 
dustry. It  creates  software 
packages  and  provides  da- 
tabases combining  thou 
sands  upon  thousands  of 
sources.  From  legal  profes- 
sionals to  journalists,  from 
corporate  librarians  to 
marketing  managers, 
from  financial  analysts 
to  politicians,  the 
world  depends  on 
LEXIS-NEXIS  to 
find  out  what  M 
it  needs  to 
know. 

More  than 
740,000 

subscribers  using  more 
than  6,200  available  data- 
bases tap  into  LEXIS-NEXIS'  vast 
resources.  The  company  has 
grown  to  4,200  employees  world- 
wide, but  the  core  group  of  2,500 
remains  in  the  Dayton  home  that  gave 
birth  to  the  idea  and  the  company. 

"We're  here  today  for  the  same  rea- 
sons we  started  here,"  says  Ira  Siegel, 
president  and  CEO  of  LEXIS-NEXIS.  "It  was 
sharp  minds  with  good  ideas  that  got  the 
idea  going  back  in  the  '60s;  we're  still 
blessed  with  those  kinds  of  minds  and 
ideas  in  Ohio  today." 

The  New  York  Times  was  the  first  non- 
legal  licensee  to  have  its  full  text  materials 
put  online  with  NEXIS.  More  than  7,000 
other  sources  have  followed,  and  today's 
user  can  locate  data  that's  as  up-to-date 
as  this  morning's  edition. 

According  to  Siegel,  the  success  of 
LEXIS-NEXIS  has  been  the  result  of 
matching  a  proven  need  with  a  technologi- 
cal breakthrough,  and  doing  it  first  and 


best.  With  that,  he  says,  is  another  impor- 
tant matchup:  the  right  location  for  the 
right  business. 

"This  environment,  the  business 
climate  of  Ohio  and  the  Dayton  area,  not 
only  gives  employees  a  great  place  to  live 
and  work,  it  gives  businesses  a  ready 
supply  of  the  right  kind  of  people,"  Siegel 
says.  "We've  stayed  here,  because  that 
environment  is  an  ally  for  success." 


■  LEXIS-NEXIS 
800-227-9597 
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IF  OHIO 

WERE  A  COUNTRY... 

It  would  rank  as  the  world's  16th-largest  economy, 
illustrating  its  standing  in  the  global  marketplace. 
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FINANCIAL 

CORPORATION 


It  was  1950  and  four  Ohioans  were 
convinced  they  knew  a  better  way  to  sell 
insurance:  Offer  good,  innovative  coverage, 
sell  it  through  the  best  local  independent 
agents— and  provide  personal,  hometown 
service,  24  hours  a  day  if  necessary. 

Those  became  the  founding  principles 
of  The  Cincinnati  Insurance  Company, 
today  one  of  five  subsidiaries  of  Cincinnati 
Financial  Corporation.  Cincinnati  Financial 
has  followed  them  to  grow  from  a  small 


Ohio  company  into  a  super-regional 
property  casualty  insurer  with  total  assets 
of  more  than  $6  billion.  Net  income  in  1995 
rose  12.5%  to  $227.3  million. 

Cincinnati  Financial's  investors  share 
in  that  growth,  earning  a  total  return 
(with  dividends  reinvested)  of  174%  over 
the  1991-1995  period,  well  ahead  of  the 
S&P's  115%.*  The  company  has  increased 
shareholder  dividends  for  35  consecutive 
years.  Also  reflecting  the  insurer's  strength 
are  its  A++  rating  from  A.M.  Best  and  its 
AA+  (Excellent)  claims-paying  rating  from 
Standard  &  Poor's. 

Cincinnati  Financial  President  and 
CEO  Robert  B.  Morgan  thinks  its  partner- 
ship with  independent  agents  and  "No 
Branch  Office"  policy  are  the  keys. 

"Independent  agencies— just 
1 ,000  of  them— are  our  customers, 
our  only  sales  force.  We  select  the 
best  agents,  and  they  add  value 
to  insurance  by  providing  personal 
service  to  our  policyholders," 
Morgan  notes. 

By  the  same  token,  Cincinnati 
Insurance's  field  associates  provide  mar- 
keting and  claims  support  to  those 
independent  agents.  "They  work  from  their 
homes,  not  branch  offices,  so  they  have 
both  opportunity  and  authority  to  help 
those  agents  and  their  customers,"  he  adds. 

"Listening  to  agents  helps  us  compete 
in  an  ever-changing  market.  We  recently 
developed  our  Residential  Business  Pro- 
gram to  serve  the  growing  number  of  home 
businesses,"  Morgan  says,  "and 
Employment  Practices  Liability  Insurance 
to  protect  employers  of  all  sizes." 

Because  of  this  effective  partnership, 
agencies  representing  Cincinnati  Insur- 
ance tend  to  be  the  industry's  strongest 
producers,  well  positioned  to  withstand 
new  competition. 


Today,  those  agents  market  its  poli- 
cies in  26  states.  "Close  to  one-third  of  our 
business  comes  from  Ohio,  where  we're  the 
second-largest  property  casualty  insurer 
based  on  direct  written  premiums.  In  Ohio, 
we  write  more  commercial  multi-peril 
insurance  than  any  other  insurer  and  more 
homeowners  than  all  but  three  others," 
Morgan  explains. 

"Our  policyholders  are  primarily 
small-  to  medium-size  'Main  Street'  busi- 
nesses. Ohio's  strong  business  climate  makes 
it  a  good  place  to  run  a  business  serving 
these  customers." 

Beyond  that,  Morgan  praises  Ohio's 
insurance  regulators,  who  "have  protected 
the  interests  of  policyholders  and  insurers 
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alike  by  creating  a  very  competitive  mar- 
ket based  on  reasonable  rates." 

Financial  strength,  innovative  new 
products  and  satisfied  customers:  It's  a  big 
legacy  for  a  company  that  started,  and 
continues  to  grow,  by  thinking  local. 

*Source:  BLOOMBERG  Financial  Market 
:s  First  p 
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CINCINNATI  FINANCIAL  CORPORATION 
513-870-2000 

OHIO  DEVELOPMENT  OPPORTUNITIES 
800-345-OHIO 
http://www.ohiobiz.com 


For  three  years  in  a  row,  Ohio  has  been 
rated  the  national  leader  in  business 
development.  The  companies  profiled 
here  illustrate  the  diversity  and  strength 
of  our  economy.  Read  their  stories  and 
learn  why  so  many  companies  choose  to 
expand  and  grow  in  Ohio. 

^^^^^^//^««^^, 

George  V.  Voinovich.  Governor 
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Getting  into  over-the-counter  stocks  is  easy.  But  when  it  comes  time 
to  sell,  who  will  buy  those  hot  Nasdaq  issues? 

One  day  soon  the 
music's  going  to  stop 


By  Gretchen  Morgenson 

Friday,  June  28  was  a  prosperous  if 
jittery  day  for  the  shareholders  of  Sys- 
temSoft Corp.,  a  software  company 
based  in  Natick,  Mass.  Its  over-the- 
counter  stock  had  closed  at  42  the 
prior  day  and  opened  Friday  at  42  !4 
on  1 ,000  shares.  That  was  the  low  for 
the  day,  for  in  the  next  6!^  hours,  Sys- 
temSoft's five  marketmakers  took  the 
stock  to  47 — a  12%  increase  from  its 
previous  close. 

What  prompted  the  move?  There 


was  no  news  on  the  stock,  no  earn- 
ings announcement  or  product  devel- 
opment talk.  But  the  market  in  the 
stock  was  boiling,  with  reported 
volume  of  617,000  shares  that  day, 
6%  of  the  shares  outstanding  and 
roughly  five  times  its  average  trading. 

The  day  before,  Accom,  Inc.  had  a 
similar  experience.  A  manufacturer  of 
digital  video  systems  for  broadcast 
television  shows,  Accom  came  public 
in  September  at  $9  a  share  but  had 


fallen  to  around  $2.50  on  Nasdaq. 
By  the  end  of  the  day  on  June  27, 
Accom  was  up  53%,  to  3%,  on  almost 
45,000  shares.  Why  the  jump?  Again, 
no  apparent  reason.  With  a  float  of 
just  over  3  million  shares,  volume  in 
the  stock  was  typically  a  rather 
narrow  34,000  shares.  The  compa- 
ny's chief  financial  officer,  Robert 
Wilson,  could  only  guess  that  the 
stock  rose  because  it  had  been 
exceedingly  oversold. 


Nasdaq's  ride:  getting  rougher 


Nasdaq  stocks  tend  to  be  more  volatile  than  their  New  York  or  American  Stock 
Exchange  brethren.  But  note  how  the  differential  has  widened  in  recent  months. 
Nasdaq's  volatility  is  rising  as  the  others  decline.  Therein  lies  a  tale. 


1990 


1991 


1992 


1993 
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Perhaps  never  before  in  history 
have  hot  little  stocks  sizzled  so  loudly 
and  so  frequently.  Most  of  the  action 
is  not  on  the  stodgy  Big  Board  or 
even  on  the  small  stock  American 
Stock  Exchange  but  on  Nasdaq — the 
National  Association  of  Securities 
Dealers  Automated  Quotation 
system.  Lucky  investors  in  for  the  ride 
high-five  their  pals  all  the  way  to  the 
bank.  At  cocktail  parties  their  boasts 
can  be  heard  above  the  din. 

The  action  has  been  wild  and 
woolly.  The  market  capitalization  of 
all  Nasdaq  stocks  at  midyear  1996 
was  a  bit  under  $1.5  trillion,  as 
against  $6.6  trillion  on  the  New  York 
Stock  Exchange.  Reported  volume 
on  the  Nasdaq  last  year  was  in  excess 
of  100  billion  shares,  as  against  87 
billion  on  the  Big  Board.  Whereas 
trading  volume  on  the  Big  Board  has 
a  little  more  than  doubled  since 
1990,  Nasdaq's  has  tripled.  Market- 
maker  firms  trading  Nasdaq  stocks 
numbered  542  in  May,  up  almost 
30%  from  five  years  ago. 


With  all  this  money  pouring  into 
Nasdaq  stocks,  their  prices  have 
soared.  The  average  price/earnings 
ratio  of  a  Nasdaq  stock  stood  at  a 
mind-boggling  44  last  month,  up 
from  35  just  six  months  ago.  Com- 
pare this  with  die  average  ratio  on  the 
NYSE — 20 — or  the  American's  21. 

Perhaps  it  is  true  that  small  com- 
panies are  the  future,  but  big  compa- 
nies are  the  present.  Can  the  future 
really  be  worth  2XA  times  as  much  as 
the  present,  as  these  p/e  ratios  sug- 
gest? The  truth  is  that  many  of  these 
Nasdaq  prices  are  artificial,  pushed  to 
ridiculous  levels  by  marketmaker 
manipulation  and  investor  naivete. 
One  indication  of  how  dangerous 
this  market  has  become  is  the  volatil- 
ity found  in  its  shares.  It  is  roughly 
double  that  of  Big  Board-  and  Amex- 
listed  stocks.  According  to  die  statis- 
tical research  firm  of  Abel/Noser  in 
New  York  City,  the  average  volatility 
today  in  NYSE  and  Amex  stocks — as 
measured  by  intraday  price  move- 
ments off  the  stocks'  daily  lows — is 


2.09%  and  2.87%,  respectively.  On 
Nasdaq  this  volatility  is  more  than 
double  the  Big  Board's— 4.9%. 

Of  course,  one  would  expect 
Nasdaq  volatility  to  be  higher  than 
the  Big  Board's.  But  the  trend  is 
interesting.  Since  mid- 1995  volatility 
on  Nasdaq  has  risen  markedly,  even  as 
volatility  in  the  NYSE  and  Amex  com- 
posites has  declined.  The  chart  below 
traces  average  volatility,  from  daily 
close  to  daily  close,  for  three  compos- 
ites, the  NYSE,  the  Amex  and  the 
Nasdaq,  since  1990. 

Some  investors  have  already  gotten 
a  taste  of  what  happens  on  the  down- 
side in  formerly  high-flying  Nasdaq 
stocks.  On  June  21  shareholders  of 
Manhattan  Bagel  watched  in  shock  as 
their  stock  lost  35%  of  its  value  on 
news  that  the  company  had  made 
accounting  errors.  That  day  the  tiny 
stock  traded  over  100  times  its  typi- 
cal volume.  And  Presstek,  a  stock  that 
went  from  50  to  almost  200  in  less 
than  a  year,  took  a  nosedive  in  early 
June,  falling  to  as  low  as  43.  Just 


30% 


Annualized  monthly  volatility4 


1994  1995  1996 

•Volatility  percentages  shown  are  annualized  standard  deviations  of  daily  close-to-close  percentage  price  changes  for  each  month,  Jan.  2,  1990  through  June  26,  1996. 
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before  the  fall  there  were  only  four 
marketmakers  in  the  stock,  down 
from  around  a  dozen  or  so  in  previ- 
ous months.  The  dealers  who  opted 
out  looked  smart  after  the  fall.  But 
that  didn't  help  investors  looking  for 
ways  to  get  out  of  their  stock. 

What  do  you  expect?  the  Nasdaq 
people  respond.  These  are  often  start- 
up companies.  They  are  inherently 
dicey.  You  can't  get  outsize  gains 
without  taking  outsize  risks.  Further- 
more, investors  are  crazy  for  high- 
tech and  Internet  stocks,  many  of 
which  trade  on  Nasdaq.  True 
enough,  but  that  doesn't  fully  explain 
the  rise  in  volatility  or  the  tremen- 
dous increase  in  trading.  The  Ameri- 
can Stock  Exchange,  also  home  to 
smaller  companies,  experiences  much 
less  volatility.  Any  full  explanation  of 
what  is  happening  must  take  into 
account  the  mania  for  so-called 
momentum  investing  by  both  profes- 
sional— including  those  who  use  the 
Small  Order  Execution  System, 
known  as  soes — and  amateur  traders. 
Forget  the  hype:  Momentum  invest- 
ing means  selling  a  stock  that  is  going 
down  and  buying  a  stock  that  is 
going  up.  A  better  name  would  be 
bandwagon  investing.  Much  in  the 
nature  of  Nasdaq  makes  it  hospitable 
to  bandwagon  investing.  Unlike  the 
exchanges,  where  brokers  simply 
match  buyers  and  sellers,  the  Nasdaq 
market  is  one  in  which  marketmakers 
act  not  simply  as  brokers  but  as  mid- 
dlemen, buying  shares  from  sellers 
and  selling  them  to  others. 

Watch  what  happens  to  a  stock's 
trading  patterns  when  it  moves  from 
a  dealer  market — Nasdaq — to  an  auc- 
tion market,  in  this  case  the  NYSE.  Of 
the  68  companies  that  made  this 
move  from  January  1995  to  May 
1996,  93%  saw  a  decline  in  intraday 
volatility  in  their  stocks — from  3.4% 
on  Nasdaq  to  2.2%  on  the  NYSE. 

Any  way  you  slice  it,  life  is  more 
volatile  on  Nasdaq.  When  a  company 
stops  trading  in  an  auction  market — 
in  this  case  the  Amex — and  begins 
trading  on  Nasdaq,  it  becomes  more 
volatile.  (Companies  are  prohibited 
from  leaving  the  NYSE  unless  their 
stockholders  vote  to  do  so,  so  this 
comparison  can't  be  made.)  Between 
January  1995  and  May  1996,  19 
companies  moved  their  stocks  from 
the  Amex  to  Nasdaq;  95%  experi- 


enced a  wider  intraday  price  range 
over-  the  -counter. 

Who  pays  for  this  volatility?  The 
investor.  A  good  part  of  the  volatility 
is  explainable  by  the  wide  dealer 
spreads.  Let's  say  you  want  to  sell 
500  shares  of  Big  Board-listed 
Micron  Technology  at  23lA  a  share. 
The  current  market  is  23%  bid,  23!4 
asked.  If  you  put  your  order  in  with  a 
23!4  limit  and  are  patient,  the  special- 
ist in  Micron  will  very  likely  find  a 
customer  who  is  willing  to  pay  23lA 
for  your  shares.  In  any  case,  the  spe- 
cialist could  not  sell  shares  ahead  of 
you  at  that  price.  But  if  Micron  were 
traded  over-the-counter,  your  limit 
order  would  very  likely  not  get  exe- 
cuted unless  the  market  started  to 
move  up.  As  long  as  the  market  is 
2354 bid,  23^4  asked,  over-the-counter, 
your  order  would  generate  a  "noth- 
ing done,"  and  marketmakers  could 
trade  ahead  of  you. 

How  do  we  know  this?  By  com- 
paring how  many  investor  orders  are 
matched  or  "crossed"  on  average  on 
NYSE  and  Amex  stocks  with  the 
"crosses"  that  take  place  on  Nasdaq. 
The  numbers  are  revealing.  On  the 
NYSE  and  Amex,  investor  orders  are 
matched  in  91.4%  and  89%  of  trades, 
respectively.  Nasdaq's  spokesman  says 
the  number  of  investor  crosses  in  its 
market  is  1.7%. 

Thus,  in  98.3%  of  Nasdaq  trades,  a 
marketmaker  inserts  himself  between 
buyer  and  seller.  He  isn't  there  for  his 
health;  he's  there  to  bite  off  lA  of  a 
point  or  more.  Those  fractions  can 
mount  up  when  you  are  moving 
nearly  2  billion  shares  a  week. 
According  to  Abel/Noser,  average 
Nasdaq  spreads  are  roughly  double 
those  on  the  NYSE — 38  cents  versus 


19.  This  was  confirmed  by  a  March 
1996  draft  study  on  trading  costs  and 
exchange  listing  by  Paul  Schultz,  a 
professor  at  Ohio  State  University, 
and  Mir  Zaman,  a  professor  at  the 
University  of  Northern  Iowa.  The 
academics  found  that  on  small  trades, 
effective  spreads  usually  increase  by 
more  than  100%  when  a  stock  moves 
from  a  listed  market  to  Nasdaq. 

Who  are  the  marketmakers?  They 
include  big  retail  investor  firms  like 
Merrill  Lynch,  Smith  Barney  and 
Charles  Schwab's  Mayer  & 
Schweitzer,  giant  trading  houses  like 
Goldman,  Sachs  and  Salomon  Broth- 
ers, so-called  wholesale  firms  like 
Herzog,  Troster  Singer  and  Sher- 
wood Securities  and  hundreds  of 
smaller  firms  like  Ryan,  Beck  &  Co. 
and  Key  West.  In  fact,  much  of  the 
volume  that  looks  so  impressive  on 
Nasdaq  is  not  investor  meeting 
investor  but  marketmaker  meeting 
investor  or  marketmaker  meeting 
marketmaker.  Actually  moving  a 
share  from  one  investor  to  another 
may  involve  not  a  single  trade  but 
several:  seller  to  marketmaker;  mar- 
ketmaker to  buyer.  John  Gould  and 
Allan  Kleidon  in  the  Stanford  Journal 
of  Law,  Business  &  Finance  in  1994 
analyzed  this  method  of  counting 
volume  and  concluded  that  roughly 
41%  of  Nasdaq  volume  is  investor- 
generated.  The  rest — 59% — is  mar- 
ketmakers trading  among  themselves, 
known  as  "the  churn." 

Double-  and  triple-counting 
volume  achieves  a  couple  of  things.  It 
creates  the  illusion  of  liquidity  in  a 
stock.  It  also  explains  why  a  single 
day's  trading  in  a  Nasdaq  stock  may 
represent  a  major  part  of  its  float. 
Not  a  big  turnover  in  ownership  but 
simply  trading  the  same  shares  sever- 
al times  in  the  day  may  have  account- 
ed for  the  bulk  of  the  action. 

Mark  Le  Doux  is  chief  executive  of 
Natural  Alternatives,  a  vitamin  and 
nutritional  supplement  company 
whose  stock  formerly  traded  on 
Nasdaq.  "I  was  curious  why  100,000 
shares  traded  one  day  and  the  stock 
was  up  lA,  but  the  next  day  only 
10,000  shares  traded  and  it  was  down 
14,"  says  he.  "So  we  went  back 
through  clearing  records  and  tried  to 
identify  where  the  shares  were  going. 
We  couldn't  identify  who  bought  and 
at  what  price."  It's  only  slightly  far- 
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fetched  to  compare  this  with  the  old- 
time  bucket  shop,  where  only  phan- 
tom stock  changed  hands.  Le  Doux 
found  that  on  a  day  when  100,000 
shares  were  reportedly  traded  in  his 
stock  only  20,000  shares  actually 
were  investor  to  investor. 

"There  were  too  many  unanswered 
questions,"  Le  Doux  says.  "I  said 
why  don't  we  go  somewhere  where 
it's  all  done  in  the  light  of  day?"  His 
stock  now  trades  on  the  Amex. 

Under  the  cover  of  this  dealer-to- 
dealer  trading,  all  kinds  of  games  are 
played.  For  example,  insiders  can 
unload  restricted  stocks  under  condi- 
tions set  up  by  the  SEC.  Rules  say 
that,  per  quarter,  insiders  cannot  sell 
more  than  1%  of  the  shares  outstand- 
ing or  more  than  the  average  weekly 
reported  volume  in  the  stock  for  the 
previous  four  weeks.  The  more 
volume  in  the  stock,  the  more  stock 
you  can  sell.  If  volume  were  counted 
as  it  is  on  other  exchanges,  executives 
of  Nasdaq  companies  could  sell  less 
than  half  the  insider  stock  they  can 
sell  today.  This  is  a  powerful  incentive 
for  stocks  to  remain  on  Nasdaq  long 
after  they  have  achieved  sufficient  sea- 
soning to  move  to  the  Big  Board. 

Dealer-to-dealer  trading  also  pro- 
vides splendid  opportunities  for  cre- 
ating attention-getting  volume  that 
will  show  up  on  computers  and 
attract  momentum  investors.  Nasdaq 
admits  to  as  much  in  marketing 
materials  it  uses  to  recruit  companies. 
Nasdaq's  "increased  demand  creates 
a  higher  price"  for  your  stock, 
according  to  the  sales  pitch.  The 
Nasdaq  sales  kit  goes  on  to  say  that 
Nasdaq  marketmakers  "actively  find 
buyers  and  sellers  to  increase 
demand"  for  your  stock.  They  also 
"make  potential  investors  more  aware 
of  your  stock  through  research." 
Why?  With  their  fat  spreads  and  their 
ability  to  get  in  between  buyer  and 
seller,  Nasdaq  marketmakers  can 
profit  greatly  by  moving  every  share 
they  can.  Nasdaq  boasts  that  "over 
the  past  20  years  the  Nasdaq  index 
has  outperformed  the  NYSE,  S&P  and 
Dow  Jones."  True,  but  this  perfor- 
mance measure  does  not  take  into 
account  the  higher  costs  of  trading 
on  Nasdaq.  Those  costs  can  diminish 
returns  pretty  darn  fast. 

Is  Nasdaq  dangerous  ground  for 
the  individual  investor?  Not  in  the  50 


or  so  large,  heavily  traded  Nasdaq 
stocks  that  include  Microsoft,  Nord- 
strom, Northwest  Airlines  and  Intel. 
Those  stocks  trade  with  relatively 
narrow  spreads.  But  there  are  rough- 
ly 5,300  Nasdaq  issues,  and  in  many 
of  these  manipulation  is  rife.  Former 
and  current  marketmakers  confirm 
that  dealers  can  move  their  bids  and 
askeds  around  to  their  heart's  con- 
tent, on  little  volume.  These  sources 
agreed  to  describe  to  Forbes  the 
dealer  techniques  that  make  these 
markets  so  volatile,  but  on  the  condi- 
tion of  strict  anonymity. 

Trading  around  an  order  is  one 
way  for  marketmakers  to  get  stock 
prices  where  they  want  them.  A 
former  marketmaker  says  the  follow- 
ing situation  is  typical:  Say  a  market- 
maker  has  an  order  to  buy  a  stock 
that's  trading  at  47  bid,  48  asked.  He 
has  no  inventory  in  the  shares,  but  he 
shorts  the  stock  to  the  customer  at 
48.  (Big  marketmakers  can  short 
stocks  on  downticks,  unlike  on  the 
NYSE  and  the  Amex,  where  the  spe- 
cialist can  short  only  on  an  uptick.) 
Then  the  marketmaker  drops  his 
offer  to  47%,  signaling  to  the  other 
dealers  in  the  stock  that  there's  a 
seller  out  there.  The  market  in  the 


stock  drops  to  46%  bid,  47%  asked. 
The  marketmaker  who  dropped  his 
offer  buys  the  stock  at  46%,  covering 
his  short  and  making  $1.25  per  share. 
Is  this  cricket,  taking  advantage  of  a 
fellow  marketmaker?  All's  fair  in  this 
particular  war.  The  harm  to  the 
public  lies  in  unnecessary  volatility. 

Even  though  it  is  against  Nasdaq 
regulations,  marketmakers  still  trade 
ahead  of  customer  orders.  A  cus- 
tomer puts  in  a  big  order.  Knowing 
that  this  will  put  the  stock  up,  the 
marketmaker  buys  ahead  of  the  cus- 
tomers. This  has  the  effect  of  pushing 
a  stock  higher,  so  that  the  real  buyer 
has  to  pay  up  for  his  order. 

Or  a  marketmaker  can  push  a  stock 
up  on  little  or  no  volume  at  all.  One 
trader's  story  involves  a  Nasdaq- 
traded  health  maintenance  organiza- 
tion called  WellCare  Management 
Group.  On  May  23  the  trader  had  an 
order  to  buy  10,000  shares  of  Well- 
Care,  a  sizable  order  in  a  stock  that 
trades  roughly  45,000  shares  a  day. 
For  individuals  who  were  looking  to 
buy  WellCare,  the  stock  carried  a 
dollar  spread,  but  the  inside  market  in 
the  stock — that  is,  the  price  at  which 
dealers  can  buy  and  sell — was  12% 
bid,  12%  asked. 

One  of  WellCare's  marketmakers 
was  Key  West  Securities,  a  year-old 
firm  out  of  Fort  Worth,  Tex.  The 
trader  looking  to  buy  did  3,000 
shares  electronically  at  12%.  To  get 
the  other  7,000  done,  she  called  Key 
West  and  said  that  she  had  stock  to 
buy.  It  was  around  noon. 

The  Key  West  trader  put  her  on 
hold  and  proceeded  to  take  his  offer 
price  from  12%  to  13,  then  13%,  then 
13%.  She  watched  him  do  this  on  her 
screen — it  took  less  than  30  sec- 
onds— but  the  dealer  never  returned 
to  the  phone.  "I  called  him  again  and 
threatened  to  file  a  complaint  with 
Nasdaq,  and  he  clicked  the  phone  in 
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my  ear,"  she  recalls.  "My  client  ended 
up  paying  $13.47  on  average  for  the 
trade."  A  Key  West  principal,  Amr 
Elgindy,  said  "I  have  no  idea  what 
you're  talking  about."  He  was  unable 
to  say  if  he  had  made  a  market  in 
WellCare  that  day.  The  stock  closed 
the  day  at  1214  bid,  12%  asked. 

Another  tale  told  to  Forbes  by  a 
stockbroker  at  one  of  the  largest  bro- 
kerage firms  illustrates  why  these 
markets  are  so  treacherous.  "My  trad- 
ing desk  is  working  against  my  order 
all  the  time,"  he  says.  "Let's  say  a 
stock  is  81/  bid,  8%  asked  and  I  want 
to  buy.  My  firm  doesn't  make  a 
market  in  it,  so  I  go  to  our  agency 
desk."  The  agency  desk  is  where  all 
equity  trades  in  which  the  firm  is  not 
a  principal  take  place.  "The  agency 
desk  trader,"  he  continues,  "won't  go 
to  a  dealer  who  might  be  interested 
in  selling  me  stock  at  8%.  He  goes  to 
the  trader  he's  friendly  with  at  a  firm 
that  pays  to  see  the  order  flow.  In 
exchange  for  the  order,  he  gets  the- 
ater tickets,  seats  to  the  ball  game, 
invitations  to  golf  outings.  Mean- 
while, my  order  never  gets  done." 

Nasdaq  is  especially  dangerous  for 
short-sellers.  Talk  to  people  in  stock 
loan  departments  on  Wall  Street,  the 
back-office  folks  who  must  locate 
shares  to  cover  short  positions.  If 
they  are  frank,  they  will  tell  tales  of 
tricks  used  by  professional  investors, 
marketmakers  and  even  company 
managements  to  juice  a  stock  and 
massacre  short-sellers. 

When  an  investor  shorts  a  stock,  he 


A  flock  of  highfliers  . . . 


must  borrow  the  shares  from  his 
broker.  .In  large,  widely  traded  stocks, 
this  is  usually  a  cinch.  But  in  stocks 
with  relatively  thin  floats,  it  can  be'a 
problem.  Why?  Because  according  to 
stock  loan  sources,  mutual  funds — 
with  their  massive  stockholdings — are 
not  big  lenders  of  equities  today. 
Bank  trust  departments  lend  securi- 
ties, mutual  funds  generally  do  not. 

There  could  be  several  reasons  for 
this.  One,  it's  just  not  that  lucrative. 
A  fund  might  earn  12.5  basis 
points — $1.25  million  on  a  billion- 
dollar  stock  position — lending  AT&T 
stock  to  a  U.S.  borrower.  Hardly 
worth  the  trouble.  Then,  too,  short- 
selling  is  considered  un-American  in 
some  circles.  But  there's  a  more  devi- 
ous explanation  for  this  reluctance  to 
lend  stock  for  long  periods  to  short- 
sellers:  rich  pickings  to  be  made  by 
squeezing  shorts.  Call  in  their  bor- 
rowed stock,  and  you  force  them  to 
go  into  the  open  market  to  cover — at 
whatever  price  the  market  demands. 

A  lender  of  a  stock  holds  all  the 
cards.  At  any  time  after  he  has  lent 
the  stock,  he  can  call  it  back  in;  the 
borrower  has  three  days  to  return  it. 
Marketmakers  who  carry  positions 
overnight  in  the  stocks  they  "make" 
have  been  known  to  pull  back  their 
stock  and  force  buy-ins.  The  occa- 
sional mutual  fund  that  lends  shares 
temporarily  does  this  as  well. 

The  short-seller  isn't  the  only 
victim  here.  Squeezing  the  short 
drives  up  prices,  creating  volume  and 
upward   action    that   can  attract 


momentum  players.  But  once  the 
squeeze  is  over,  there's  nothing  to 
hold  up  the  price.  Moreover,  elimi- 
nating short-sellers  makes  it  easier  to 
drive  up  the  price  of  an  already  over- 
valued stock. 

Corporate  executives  of  heavily 
shorted  stocks  also  play  this  game. 
First  they  put  their  considerable  insid- 
er holdings  into  their  margin 
accounts,  making  them  available  for 
lending  by  the  firm's  stock  loan 
department.  Shortly  after  these  exec- 
utives make  their  stock  available  for 
lending,  it  often  happens  that  they 
remove  their  holdings  from  the  bro- 
kerage firm.  Or  they  move  the  posi- 
tion into  the  cash  account.  Both 
actions  force  buy-ins.  Result:  more 
volatility,  volatility  that  has  absolute- 
ly nothing  to  do  with  fundamentals. 

Although  no  one  maintains  records 
of  how  many  buy-ins  take  place  on  a 
given  day,  traders  say  they  are  hap- 
pening much  more  frequently  today, 
especially  in  the  past  year  or  so.  One 
professional  who  has  been  buying 
and  shorting  stocks  for  25  years  had 
experienced  one  buy-in  during  the 
previous  24  years  of  doing  business. 
In  the  past  year,  he's  been  on  the 
receiving  end  of  three. 

From  where  they  sit,  marketmakers 
can  often  see  where  a  buy-in  is  taking 
place  and  rush  in  buy  orders  ahead  of 
the  squeezed  short,  further  squeezing 
him.  Shooting  fish  in  a  barrel. 

Nasdaq  boasts  that  its  listings  get 
widespread  brokerage  coverage  even 
in  small,  thin  stocks — stocks  that 
might  not  be  worth  the  broker's 
efforts  if  it  were  NYSE-listed.  The  boast 
is  true,  but  not  entirely  for  praisewor- 
thy reasons.  A  small  army  of  "free- 
lance" stock  promoters  sell  their  ser- 
vices to  Nasdaq  issuers  in  exchange 
for  either  cash  or  cheap  stock.  These 
folks  promise  to  produce  a  big 
increase  in  volume  or  to  get  the  stock 
to  a  certain  price.  They  do  it  by  get- 
ting some  friends  to  post  bullish 
"information"  about  the  stock  on  the 
Internet.  By  sounding  knowledgeable 
about  the  company,  these  freelancers 
impress  the  Internet's  stock  market 
junkies,  who  buy  into  the  story. 

Or  a  Nasdaq  company  might  like 
to  hire  the  Stockbrokers  Society  of 
America,  a  Los  Angeles  area-based 
outfit  that  will  write  "research 
reports"  for  companies  in  exchange 


Company/business 

Price— 

—Price  divided  by 

Market 

recent' 

52-week 

sales 

book 

earnings 

value 

high 

low 

value 

LTM 

est 

($mil) 

Apollo  Group/education  services 

263/4 

33'/4 

TA 

7 

21 

70 

67 

$1,309 

Corrections  Corp  of  Amer/prison  management 

31  J* 

45 

83/8 

11 

20 

69 

86 

2,307 

DSP  Communications/telecomm  equip 

493/4 

497/s 

93/4 

17 

28 

neg 

58 

1,082 

HNC  Software/network  software 

39 

51 

97/s 

21 

12 

118 

156 

600 

PairGain  Technologies/telecom m  equip 

623/4 

67 

93/s 

17 

18 

628 

85 

1,942 

Rational  Software/software 

50'/8 

661/4 

12  !rt 

9 

19 

neg 

65 

834 

Shiva/hardware  &  software 

8OI/2 

871/4 

193/s 

12 

18 

neg 

122 

2,214 

Solv-Ex/minerals  processing 

167/8 

38 

61/4 

2,821 

8 

neg 

NA 

383 

SystemSoftVPC  card  software 

231/4 

303/s 

43/8 

19 

21 

126 

89 

500 

Zoltek  Cos/carbon  fiber  materials 

343/s 

471/4 

63/s 

11 

13 

115 

93 

477 

*Prices  adjusted  for  2-for-l  split,  effective  July  18.  NA:  Not  available,  neg:  Negative. 
Source:  Market  Guide  via  OneSource  Information  Services. 


Sky-high  premiums  to  sales,  book  value  and  earnings  characterize  these 
shares  .  .  .  that  could  fall  to  earth  when  investors  come  to  their  senses. 
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Why  stay 
on  Nasdaq? 


Why  do  companies  that 
could  list  their  shares  on 
the  New  York  Stock 
Exchange  or  the  American 
put  their  shares  on 
Nasdaq?  In  some  cases,  the 
answer  is:  They  are  per- 
suaded the  stock  will  do 
better  on  Nasdaq. 

That's  the  message  of  a 
20-page  Nasdaq  sales 
piece.  Companies  should 
list  on  Nasdaq,  it  says, 
because  the  multiple  mar- 
ketmaker  system  pushes 
stock  prices  higher. 
"Nasdaq  marketmakers 
create  demand  (generate 
bid  prices)  through  their 
expanded  roles,  including: 
increasing  visibility  of 
stocks  in  which  they  make 
markets  by  generating 
research,  retail  sales  and 
institutional  transactions. 
Increased  demand  creates 
a  higher  price." 

Nasdaq  delivers  cheaper 
capital  for  listing  compa- 
nies, says  the  piece.  "The 
Nasdaq  company  can  raise 
more  capital  with  sec- 
ondary offerings,  retain 
more  ownership  through 
mergers  and  acquisitions 
[and  reap]  increased  value 
in  stock  options." 

In  short,  Nasdaq  dealers 
have  the  means  for  coaxing 
higher  prices  from 
investors. 

Nasdaq  cites  a  1994 
study  by  Reena  Aggarwal, 
associate  professor  of 
finance  at  Georgetown 
University's  School  of  Busi- 
ness. Her  research,  which 


Nasdaq  helped  fund,  found 
that  from  1983  to  1991 
price-to-earnings  ratios  and 
price-to-book  values  were 
consistently  higher  on 
Nasdaq  stocks  than  on  NYSE 
stocks.  Aggarwal  did  not 
include  Amex  stocks  in  her 
research,  even  though  they 
are  closer  in  characteristics 
to  the  emerging  companies 
found  on  Nasdaq  than  NYSE 
stocks  are. 

Nasdaq  calls  her  work  "a 
study,"  when  it  is  in  fact  a 
research  draft  that  remains 
unpublished  even  though  it 
was  produced  in  1994. 
How  does  Georgetown  feel 
about  having  its  imprimatur 
on  the  Nasdaq 
stock  market?  "Once  a 
paper  is  made  public,  it 
enters  the  marketplace  of 
ideas,"  says  spokesman 
Liz  Liptak. 

Whether  or  not  these 
higher  prices  are  good  for 
investors,  they  surely  are 
good  for  brokers.  Earlier 
this  year  Amex-listed  Del 
Global  Technologies  regis- 
tered to  sell  2  million 
shares  in  a  secondary  offer- 
ing. Leonard  Trugman, 
Del  Global's  chief  execu- 
tive, was  told  by  Needham 
&  Co.  and  Tucker  Antho- 
ny, the  firms  underwriting 
the  issue,  that  the  compa- 
ny "would  have  a  better 
opportunity  for  a  success- 
ful offering  if  we  moved 
the  shares  to  Nasdaq." 
Trugman  followed  their 
advice  and  moved. 


for  $19,400  and  the  cost  of  mailing 
them  out  to  the  13,000  or  so  stock- 
brokers. The  Stockbrokers  Society 
will  also  set  up  meetings  with  brokers 
in  cities  across  the  nation  for  $4,000 
per,  including  invitations,  lunch  and 
audiovisuals.  Brokers  wishing  to 
make  money  by  pushing  the  stock 
can  simply  mail  the  "research"  to 
their  clients.  A  former  Forbes  edito- 
rial staffer  writes  many  of  the  reports. 


Robert  Dresser  at  the  Stockbrokers 
Society  says  he  turns  down  five  to 
seven  companies  a  month  looking  for 
research  reports.  But  one  company 
that  asked  for  help  from  the  Stock- 
brokers Society  got  more  than  its 
money's  worth  on  two  occasions. 
Biospherics  Inc.  is  an  o-t-c  company 
that  has  spent  the  past  ten  years 
developing  a  sugar  substitute.  Bio- 
spherics hired  the  Stockbrokers  Soci- 


ety to  write  a  report  and  arrange  two 
meetings  with  interested  stockbrokers 
in  Florida  in  April  1995.  The  stock 
was  trading  at  a  split-adjusted  2% 
when  the  report  was  issued  and  the 
meetings  set  up,  down  from  4%  the 
previous  year.  Two  days  after  the 
second  meeting,  Biospherics'  stock 
was  at  3%,  up  nearly  30%.  This  April, 
with  Biospherics  around  5  a  share, 
Stockbrokers  Society  wrote  another 
bullish  report.  The  stock  ran  to  a 
split-adjusted  9lA  in  two  days  on 
volume  of  684,000  shares,  close  to 
20%  of  the  float.  It  has  since  drifted 
down  to  around  7.  Meanwhile,  in  the 
last  18  months,  insiders  have  sold 
205,000  shares. 

With  promoters  like  these  and  542 
marketmakers  whipping  up  an  awe- 
some churn  in  Nasdaq  stocks,  it's  no 
wonder  volatility  is  far  outpacing  that 
of  listed  stocks. 

And  it  is  no  surprise  that  short-sell- 
ers have  largely  walked  away  from 
Nasdaq  stocks.  Which  means,  among 
other  things,  that  when  the  market 
finally  lets  go  on  the  down  side  they 
won't  be  there  covering  their  posi- 
tions and  giving  the  market  some 
support.  Neither  will  many  of  the 
marketmakers,  who  have  a  habit  of 
not  answering  their  telephones  when 
the  market  is  dropping  hard.  After  all, 
these  dealers  can  abandon  their  mar- 
ketmaking  activities  in  a  stock  at  any 
time;  the  only  penalty  is  that  they 
cannot  return  to  that  stock  for  20 
business  days.  Who,  then,  will  be 
there  to  buy?  Just  ordinary  investors. 
For  they  are  the  folks  who  are  most 
active  in  over-the-counter  stocks. 
Nonblock  trades — orders  for  fewer 
than  10,000  shares — accounted  for 
64.5%  of  all  trading  in  Nasdaq 
National  Market  Stocks  last  year,  and 
63.4%  of  trading  in  Nasdaq's  top  100 
issues.  As  a  comparison,  nonblock 
trades  on  the  NYSE  were  43%. 

There's  an  old  Wall  Street  joke.  Dr. 
Smith  buys  100  shares  of  Ajaxonics  at 
10.  It  goes  to  15.  He  buys  100  more. 
It  goes  to  20.  He  adds  another  100. 
Next  time  he  calls,  it's  at  25.  "Why 
not  buy  another  100?"  his  broker 
suggests.  But  Dr.  Smith  isn't  greedy. 
He  decides  to  take  his  profits.  "Sell  it 
all,"  he  says. 

"To  whom?"  the  broker  responds. 

We  don't  know  when  this  is  going 
to  happen.  But  it  will.  m 
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Cisco  Systems  has  a  $32  billion  market  value  and  a 
lock  on  network  technology  like  IBM  had  on 
mainframes.  But  Cisco's  vulnerable,  just  as  IBM  was. 

Curse 
of  the 

market  leader 

By  Nikhil  Hutheesing  and  Jeffrey  Young 


In  high  technology  the  early 
winner  may  wind  up  being  the  big 
loser.  Here's  the  sequence:  The  first 
company  to  seize  on  a  new  comput- 
er market  builds  up  a  captive  audi- 
ence of  customers  wedded  to  its 
unique  software  or  hardware  format. 
It  earns  handsome  profits  for  a  while, 
but  eventually  a  rival  technology 
comes  along,  promising  dramatically 
lower  costs  for  users.  The  king  of  the 
hill  is  reluctant  to  give  up  its  lucrative 
older  technology  and  fails  to  com- 
pete in  the  newer  one. 

This  is  how  IBM  and  dec  came  to 
grief.  They  had  too  big  a  stake  in 
large,  proprietary  computers  to 
embrace  the  PC  in  its  early  days.  On 


Cisco's  John 
Chambers  with 
Stratacom's 
Richard  Moley 
Doomsday  for 
routers? 
Chambers:  "We 
are  willing  to  eat 
our  young." 
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a  lesser  scale,  the  same  resistance  to 
cheaper,  open  systems  caused  grief 
for  Daisy  Systems  in  computer- 
aided  design  and  Atex  in  publishing 
systems. 

Does  the  same  sorry  fate  await 
Cisco  Systems,  the  San  Jose,  Calif, 
titan  of  data  networking?  It  may  not 
happen,  but  the  precedents  are  not 
reassuring. 

Cisco  has  been  astoundingly  suc- 
cessful, just  about  doubling  sales 
every  year  and  enjoying  a  net  profit 
margin  far  above  the  norm  for  hard- 
ware manufacturers.  Now  it  must 
adapt  to  a  market  that  is  moving 
toward  open  standards  and  much 
more  price  competition. 


Data  networking  is  about  con- 
necting computers  together,  an  eye- 
glazing  concept  that  has  nonetheless 
produced  the  biggest  computer 
boom  since  the  PC  itself.  Bear, 
Stearns  &  Co.  expects  the  business 
to  grow  at  a  compound  annual  rate 
of  30%  over  the  next  four  years,  from 
$14.7  billion  in  1995  to  $42  billion 
in  1999. 

Cisco  is  the  brightest  star  in  the 
constellation,  having  raced  ahead  of 
such  outfits  as  Bay  Networks  and 
3Com,  which  have  been  growing  at 
30%  to  50%  annually.  And  what  a 
Wall  Street  darling  Cisco  is.  The 
stock  is  up  9,000%  since  it  was  first 
offered  to  the  public  in  1990. 


The  foundation  of  Cisco's  fortune 
is  the  router,  a  device  not  much 
larger  than  a  desktop  computer  but 
carrying  a  much  fatter  price  tag — as 
much  as  $50,000.  The  router  makes 
possible,  if  you  will,  a  network  of 
networks.  Say  you  have  a  group  of 
12  PCs  in  your  accounting  depart- 
ment already  connected  in  a  net- 
work, and  another  group  of  36  con- 
nected machines  in  your  sales 
department.  You  want  the  two 
groups  of  computers  to  talk  to  each 
other — to  share  a  database,  that  is. 
You're  probably  going  to  need  a 
router. 

Why  won't  a  simple  splicing  of 
wires  do  the  job?  One  reason  may  be 


The  switch 
to  switches 

If  you  are  building  net- 
works and  want  to  be 
practical,  use  Ethernet  to 
wire  your  departments 
and  branch  offices  togeth- 
er. If  you  want  to  be  cool, 
use  ATM. 

ATM  and  Ethernet  are 
rival  electronic  formats  for 
sending  blips  of  informa- 
tion down  wires.  ATM — 
asynchronous  transfer 
mode,  to  engineers — rep- 
resents the  future  in  com- 
puter networking.  It  is 
potentially  more  flexible 
and  more  powerful  than 
older  networking  formats, 
such  as  Ethernet  and 
Token  Ring. 

But  implementing  ATM 
is  still  cumbersome  and 
expensive,  which  is  why 
most  network  installations 
in  companies  today  don't 
use  it. 

Usually,  but  not  always, 
companies  that  use  Ether- 
net to  hook  up  groups  of 
personal  computers  use 
routers  as  messaging  cen- 
ters in  order  to  connect 
the  groups.  However, 
when  it  comes  to  ATM, 
companies  use  switches  in 
order  to  link  up  groups  of 


computers.  As  ATM  gains 
ground  in  networking, 
switches  are  all  but  certain 
to  gain  ground  on 
routers. 

But  routers  haven't  lost 
the  battle  yet.  Delta  Air 
Lines  is  setting  up  a 
spanking-new  computer 
network  using  routers  and 
Ethernet.  This  monster 
will  hitch  70,000  desktop 
computers  and  printers 
across  300  locations, 
gradually  replacing  a 
creaking  mainframe 
system. 

Delta's  network  may  be 
old-fashioned  in  architec- 
ture, but  it's  quite  up  to 
snuff  in  features.  It  will 
offer  a  graphical  interface 
for  such  routine  work  as 
reservations  and  airport 
check-in.  It  will  take  data 
feeds  from  the  Federal 
Aviation  Administration 
and  up-to-date  radar 
images  and  show  flight 
dispatchers  an  airplane's 
position  on  a  map.  That 
could  make  it  much  easier 
to  alter  a  flight  plan  to 
take  account  of  untoward 
events,  such  as  a  sudden 
storm. 

Delta's  client/server 
system  is  a  lot  more  com- 
plex than  the  mainframe  it 
replaces.  "As  you  expect 


more  from  the  network, 
additional  costs  go  into 
maintaining  it,"  says  John 
Cahill,  the  assistant  vice 
president  at  TransQuest, 
Delta's  data  processing 
subsidiary.  On  the  other 
hand,  he  points  out,  the 
cost  of  transmitting  a 
given  amount  of  data  goes 
down. 

The  telecommunica- 
tions costs  would  have 
come  down  even  further 
using  ATM  technology,  but 
perhaps  not  enough  to 
justify  the  added  capital 
cost.  The  airline's  choice 
of  routers  over  switches 
might  well  have  been  dif- 
ferent were  Cahill  making 
the  decision  a  few  years 
down  the  road. 

NationsBank,  the 
North  Carolina-based 
bank,  decided  not  to  wait 
for  ATM  to  come  down  in 
price.  It  is  putting  the  fin- 
ishing touches  on  a  $10 
million  ATM-and-switch 
network  now. 

"We  have  added  consid- 
erable capacity  against 
future  needs  we  see 
coming,  and  when  those 
applications  arrive,  it'll 
drive  down  unit  cost," 
says  John  Lane,  senior 
vice  president  in  charge  of 
the  information  delivery 


group  at  NationsBank. 
The  company  tested  eight 
to  ten  ATM  switches  from 
StrataCom  in  1994. 
Enchanted  with  the 
results,  NationsBank  has 
since  added  82  ATM 
switches.  The  system  con- 
nects 65,000  people 
around  the  U.S. 

Stock  market  analysts  in 
NationsBank's  Atlanta  and 
Dallas  branches,  for 
instance,  can  work  togeth- 
er over  the  network  using 
such  programs  as  Lotus 
Notes.  If  one  analyst 
makes  a  change  in  a  data- 
base in  Atlanta,  that 
change  also  shows  up  at 
the  client/server  machines 
in  Dallas,  Tampa  and 
other  cities.  Sending  that 
information  about  quickly 
requires  high-speed  links, 
which  is  just  what  ATM 
provides. 

But  those  who  have 
been  there  caution:  Don't 
go  overboard  in  buying 
capacity  for  tomorrow 
that  you  don't  need  today. 
If  you're  opting  for 
routers,  "buy  them  or 
lease  them  with  the  view 
that  you  will  throw  them 
all  away  in  three  years," 
advises  Lane.  "Don't  fall 
in  love  with  the  equip- 
ment." -N.H.  as 
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COMPUTERS/COMMUNICATIONS 


Today's  router  network  versus  ATM  network  of  the  future 

i 


Computer 


A  router  acts  like  a  mail  room,  opening 
envelopes  (packets)  and  distributing 
the  data  inside.  Problem:  While  data 
travels,  others  can't  use  the  network. 
ATM  switches  create  a  telephone-like 
link.  No  need  for  envelopes.  Data 
speeds  directly  to  the  right  computer. 


that  the  two  workgroups  use  incom- 
patible electronic  formats  or  lan- 
guages. The  router  will  act  as  trans- 
lator. Or  perhaps  accounting  is  in 
Cincinnati  and  the  sales  office  in 
New  York.  The  router  will  keep  them 
connected  while  minimizing  your 
phone  bills. 

Cisco  got  in  on  the  ground  floor 
of  this  important  business  by  dint  of 
inventing  it.  That  happened  in  1984, 


when  Leonard  Bosack  and  Sandra 
Lerner,  a  husband  and  wife  working 
in  computer  departments  in  different 
offices  on  the  Stanford  University 
campus,  found  a  way  to  connect 
their  departments.  They  used  a  full- 
scale  computer  to  work  as  a  kind  of 
mail  handler,  reading  the  addresses 
on  each  snippet  of  network  traffic, 
translating  the  computerspeak  of  dis- 
parate systems  and  sending  the  pack- 
ets of  information  to  their  destina- 
tions. Thus  was  born  the  router,  a 
specialized  computer  with  software  at 
its  core. 

To  keep  its  customers  from  stray- 
ing, Cisco  hooks  them  on  its  propri- 
etary software,  known  as  Internet- 
working Operating  System,  or  IOS. 


By  acquiring  the  equipment  needed 
for  just  about  every  networking 
application  and  then  tying  that 
equipment  to  IOS,  Cisco  locks  in  its 
customers. 

John  Chambers,  chief  executive  of 
Cisco,  defends  the  strategy  as  one- 
stop  shopping.  "Customers  expect 
the  same  availability  from  their  net- 
work that  they  expected  from  the  old 
mainframe,"  he  says.  "They  are  smart 
enough  to  realize  that  putting  five  to 
ten  vendors  in  this  framework  prob- 
ably won't  let  them  come  anywhere 
near  the  ability  to  do  that." 

So  far  this  strategy  has  worked 
brilliantly  because  buyers  have  been 
willing  to  pay  big  premiums  for 
products  that  work  together.  In  fiscal 
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1990  Cisco  sold  just  over  5,000 
routers,  worth  $70  million.  In  the 
fiscal  year  that  ends  at  the  end  of  this 
month,  Cisco  will  have  sold  800,000 
routers  and  other  networking  equip- 
ment for  about  $3.4  billion  in  sales. 
Cisco,  of  course,  has  staked  out  a 
piece  of  the  biggest  network  of  them 
all:  About  80%  of  the  routers  that 
make  up  the  Internet's  backbone  are 
from  Cisco. 

If  this  proprietary  strategy  sounds 
familiar,  that's  because  it  is.  Gillette 
manufactures  razors  that  accept  only 
Gillette  blades.  IBM  used  to  lock  in 
customers  by  persuading  them  to 
make  big  investments  in  custom  soft- 
ware that  would  run  only  on  IBM- 
style  mainframes. 

For  decades  IBM  reaped  generous 
profits  from  its  largely  captive  main- 
frame audience.  When  a  rival  tech- 
nology came  along — networks  of 
PCs — IBM  was  reluctant  to  embrace  it. 
So  client-server  computing  fell  into 
the  hands  of  companies  like  Bay  Net- 
works, 3Com  and  Cisco. 

Chambers,  46,  maintains  that  he 
won't  repeat  IBM's  error,  insisting 
that  he  is  "paranoid"  about  competi- 
tors large  and  small.  Indeed,  Cisco 
does  keep  a  wary  eye  out  for  any 
technology  that  could  pose  a  chal- 
lenge to  its  routers,  and  then  co-opts 
that  business. 

Since  1993,  for  instance,  it  has 
bought  up  ten  companies,  including 
four — Grand  Junction,  Crescendo 
Communications,  LightStream  and 
Kalpana — that  use  switches  to  get 
around  the  bottlenecks  that  routers 
often  create. 

These  bottlenecks  come  because  a 
router-based  network  is  like  a  mail- 
room  with  a  single  chute:  One  big 
package  can  crowd  out  lots  of  others. 
Here,  the  packages  are  small  clumps 
of  data  (say,  half  a  sentence  from  a 
memo  or  a  few  cells  from  a  spread- 
sheet) that  are  called  "packets." 

A  switch  is  something  like  the 
electronic  box  at  the  phone  compa- 
ny that  connects  your  phone  to  mine 
when  I  call  you  up.  Inside  a  network 
of  computers,  a  switch  sets  up  sepa- 
rate chutes  for  the  data-hungry  appli- 
cations. You  make  connections  the 
same  way  you  do  when  you  dial  a 
telephone  call,  by  opening  up  a  pri- 
vate link. 

That  means  you  don't  need  a 


Cisco's  flagship  router,  the  Cisco  7000 
The  clones  are  coming. 

computer  to  look  at  every  packet's 
address;  instead,  it  just  dumps  all  of 
A's  packets  down  the  chute  leading 
to  B — a  big  help  in  data-hungry 
applications  like  videoconferencing. 

The  problem  for  Cisco  is  that 
switches  are  cheap,  and  nowadays 
they  have  acquired  enough  smarts  to 
emulate  the  router's  ability  to  con- 
nect two  networks  that  speak  differ- 
ent electronic  languages.  Anyone  can 

For  decades  IBM 
reaped  generous 
profits  from  its 
largely  captive  audience. 
When  a  rival  technology 
came  along,  IBM  was  too 
slow  to  embrace  it. 

make  a  switch,  and  just  about  every- 
one is  trying,  which  sounds  like  a 
recipe  for  open  systems  and  low 
profit  margins. 

Chambers  says  he's  alive  to  the 
dangers,  but  he's  already  had  at  least 
one  close  call.  It  came  when  Cisco 
overestimated  the  time  it  had  before 
the  arrival  of  an  exciting  new  tech- 
nology that  is  inherently  favorable  to 
switches:  asynchronous  transfer 
mode,  or  ATM. 

"We  thought  we  had  about  two 
years   before    this    [atm]  would 


|  occur,"  Chambers  says.  However, 
|  the  deregulation  of  the  telephone 
g  companies,  together  with  the  explo- 
it sive  growth  of  Internet  traffic,  took 
away  that  two-year  grace  period. 

Alarm  bells  went  off  at  Cisco's 
headquarters  in  March,  when  IBM 
announced  that  it  had  acquired  the 
manufacturing  rights  to  switched 
ATM  technology  from  Cascade  Com- 
munications, a  specialist  in  heavy- 
duty  switches.  Cisco,  which  has  a  7% 
interest  in  Cascade,  needed  a  com- 
petitive ATM  product  line  quick.  The 
only  one  left  was  at  San  Jose,  Calif. - 
based  StrataCom. 

Chambers  moved  fast.  He 
arranged  to  meet  StrataCom's  chief 
executive,  Richard  Moley,  in  a  private 
room  at  the  Westin  Hotel  in  Santa 
Clara.  Within  ten  days  Cisco 
announced  Silicon  Valley's  second- 
biggest  buyout.  Cisco  would  pay  an 
astounding  $4.6  billion,  or  72  times 
StrataCom's  1995  earnings.  The  deal 
closed  this  month. 

ATM  promises  to  soon  be  able  to 
handle  much  heavier  data  flows  than 
the  older  formats  for  hooking  com- 
puters together,  such  as  Ethernet. 
Routers  are  particularly  adept  at  con- 
necting Ethernet  workgroups; 
switches  excel  in  ATM  networks. 

Although  late  to  the  ATM  market, 
Chambers  realized  the  need  for 
speed.  Several  years  ago  Cisco 
worked  out  a  way  to  speed  up  Ether- 
net to  100  megabits  per  second,  a 
tactic  designed  to  hold  off,  if  not 
prevent,  the  deployment  of  ATM, 
which  runs  at  155  megabits  per 
second  and  will  go  considerably 
faster  in  a  few  years.  ATM,  however, 
has  already  made  inroads  with  tele- 
phone networks,  and  some  compa- 
nies with  large  data  communications 
needs — notably,  NationsBank — are 
already  starting  to  use  it  to  run  their 
computer  networks  (see  box,  p.  79). 

Significant  here  is  the  trend  in 
telecommunications  that  blurs  the 
distinction  between  computer  net- 
working and  telephone  networking. 
Instead  of  cabling  your  accounting 
department  PCs  together,  you  may 
simply  have  them  all  tap  into  the 
international  network  called  the 
Internet.  A  decade  from  now  you 
may  even  go  a  step  further  and  have 
your  telephones  and  your  computers 
tap  into  the  same  set  of  wires. 
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Who's  going  to  supply  the  equip- 
ment that  makes  all  these  connec- 
tions? Both  long-distance  and  local 
telephone  companies  like  to  pick 
their  equipment  from  multiple  ven- 
dors and  put  it  all  together  them- 
selves. They  don't,  that  is,  relish  the 
one-stop  shopping  that  makes  Cisco 
so  popular  with  smaller  customers. 
They  are  going  to  spread  their  capi- 
tal spending  around  and  look  for 
price  cuts. 

Will  Cisco,  which  owes  its 
immense  market  cap  to  routers,  ever 
have  its  heart  in  switches?  "No  prob- 
lem," says  Chambers.  "We  are  will- 
ing to  eat  our  young  before  some- 
body else  does." 

But  what  about  the  profit  margins? 
Even  if  Cisco  gets  a  nice  piece  of  the 
switch  business,  it  won't  have  a  cap- 
tive audience  anymore. 

That's  not  the  only  threat.  In  May 
Bay  Networks,  IBM  and  3Com 
announced  that  they  would  work 
together  to  create  network  interop- 
erability to  fight  off  Cisco's  well  inte- 
grated product  line  and  give  cus- 
tomers a  broader  choice  of  products. 
Such  decoupling  of  hardware  and 
software  was  the  critical  development 
that  let  the  PC  business  grow  so 
rapidly,  at  the  expense  of  the  verti- 
cally integrated  minicomputer  and 
mainframe  companies.  There's  every 
reason  to  expect  it  to  do  the  same  for 
the  networking  business — at  Cisco's 
expense. 

New  software  is  also  nipping  away 
at  Cisco's  advantage.  Take  Ipsilon 
Networks  of  Palo  Alto,  Calif.  The 
privately  held  firm  started  selling  its 
first  products  only  this  year  and  has 
revenues  so  small  they  can  hardly  be 
measured.  But  the  impact  of  its  ideas 
has  been  felt  all  over  the  networking 
industry. 

Ipsilon's  software  doesn't  read 
every  packet  and  send  it  on  its  way, 
as  a  router  would,  but  instead  iden- 
tifies whole  flows  of  data  at  a  glance. 
It's  like  speed-reading:  The  program 
skims  the  first  few  packets  of  data 
and  makes  an  educated  guess  about 
how  long  the  flow  is  likely  to  last. 
Bursts  of  traffic  get  routed,  whereas 
big  jobs,  such  as  downloading  a  Web 
page,  enjoy  an  entire  channel 
through  the  ATM  switch  (see  dia- 
gram, p.  80). 

This  novel  approach,  called  Inter- 


Xylan's  alternative  to  a  router 
A  switch  in  time. 


net  Protocol  switching,  speeds  data 
traffic  by  a  factor  often,  while  allow- 
ing customers  to  buy  ATM  switches 
from  almost  any  vendor  they  please. 

Chambers  is  also  planning  to  offer 
an  IP  switch — an  idea  no  one  had 
heard  of  before  Ipsilon  came  along 
three  months  ago.  But  why  should 

Cisco  is  the  brightest 
star  in  the  data  networking 
constellation.  What 
a  Wall  Street  darling 
Cisco  is.  The  stock  is  up 
9,000%  since  it  was 
first  offered  to  the 
public  in  1990. 

anyone  prefer  Cisco's  version,  which 
could  cost  more  and  work  only  with 
Cisco's  software? 

Another  small  company  is  coming 
after  Cisco  from  a  different  angle. 
Calabasas,  Calif.-based  Xylan  Corp. 
sells  modular  switch  boxes  that  allow 
network  administrators  to  speed  up 
data  traffic  on  existing  local  area  net- 
works without  changing  their  hard- 
ware and  software.  Even  the  existing 
wires  can  stay. 

Xylan's  switch  sells  for  $600  per  PC 
connection,  while  routers  go  for 


$1,500  per  connection.  Routers  still 
provide  things  no  switch  can 
manage,  like  security.  But  the  list  of 
advantages  dwindles  by  the  month. 

The  real  threat  to  Cisco  may  come 
not  from  the  small  switch  companies 
but  from  the  larger  companies  that 
are  forging  alliances  with  them. 
These  big  players  are  primarily  mini- 
computer makers,  which  saw  their 
proprietary  systems  bite  the  dust  five 
or  six  years  ago,  and  have  now  had  to 
remake  their  businesses  around  open 
systems.  That  is,  they've  done  what 
Cisco  can't  yet  bear  to  do. 

Digital  Equipment  Corp.,  which 
has  seen  its  networking  revenues  sky- 
rocket in  the  past  couple  of  years,  has 
licensed  the  Ipsilon  software.  The 
company  plans  to  sell  a  powerful  ATM 
switch  for  speeding  up  Internet  anti 
intranet  traffic.  Laurence  Walker,  a 
Digital  vice  president,  sees  a  "market 
discontinuity,  where  an  enormous 
demand  for  Internet  traffic  speed  is 
coming  up  against  an  older  installed 
base  of  routers  that  can't  provide  the 
performance." 

IBM  was  also  an  early  supporter 
and  adopter  of  ATM  switching  and 
has  one  of  the  broadest  product  lines 
for  that  technology.  Every  advance  of 
the  ATM  standard  should  therefore 
help  it  capitalize  on  its  strength. 
Hewlett-Packard  is  also  investing  in 
ATM  research. 

However,  the  most  graphic  evi- 
dence of  the  changing  face  of  the 
networking  equipment  market  may 
be  Compaq's  announcement  of  a 
router  product,  due  out  later  this 
year.  Compaq  is  modeling  its  line  on 
Cisco's  product.  "It  gets  us  into  the 
router  market  without  having  to 
build  our  own  from  scratch," 
explains  Douglass  Pushard,  vice  pres- 
ident of  the  firm's  networking  prod- 
ucts division. 

What  you  have  here  is  a  clone.  It 
sounds  an  awful  lot  like  what 
Compaq  did  to  IBM  14  years  ago. 

IBM  survived.  Cisco  will  undoubt- 
edly survive,  too.  But  it  is  darned 
hard  to  maintain  operating  profit 
margins  of  40%-plus  in  the  comput- 
er industry  these  days. 

Can  you  justify  a  price  of  9  times 
revenues,  15  times  book  value  and 
41  times  profits  for  a  company  that 
faces  shrinking  profit  margins  and 
slowed  growth?  ■■ 
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It's  been  an  expansive  century. 

ALLTELs  roots  in  local  telephone  service  started  hack  in  llie  early  1cM)()s.  Today. 
ALLTEL  is  a  member  of  the  S&P  500  and  a  Forbes  500  leader,  noted  for  its  diversified  busi- 
ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services. 
ALLTEL  now  docs  business  throughout  the  I  nited  Slates  and  the  world. 

b\  intelligently  expanding  our  business  base,  we  re  well-balanced  to  meet  the  nerds  of 
the  next  century.  I^IUIEL 

For  more  information  on  ALLTEL.  <;ill  (.">()  I)  <>() I -■"»'''>". 
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Real  nerds  don't  buy  computers.  They  make  them. 

Plug  V  pray 


By  Alex  Kozinski 

In  my  spare  time  I  snowboard, 
bungee-jump  and  fight  paint-ball 
battles.  But  for  excitement,  I  build 
computers. 

Why  build  rather  than  buy?  It's  not 
the  price.  A  state-of-the-art  computer 
built  from  parts  bought  on  June  16 
cost  me  $2,800,  not  including  sales 
tax.  I  could  have  had  a  very  similar 
and  fully  assembled  computer  from 
Gateway  2000  for  $3,200,  including 
delivery.  And  the  Gateway  computer 
comes  with  a  better  monitor,  a  lot 
more  software  and  at  least  some  tech- 
nical support. 

Still,  there's  adventure  in  building 
your  own  computer.  It  teaches  you 
how  the  computer  works  and  what 
might  go  wrong,  which  means  you'll 


Shopping  list 

Pentium  166-megahertz  chip 

$532 

PCI  plug  'n'  play  motherboard  with 

512K  cache 

180 

32  megabytes  of  RAM 

285 

Minitower  case  with  power  supply 

60 

Seagate  2.1 -gigabyte  hard  drive 

with  10.5-millisecond  access 

275 

Magnavox  17"  monitor 

639 

Antec  keyboard 

45 

Qtronix  trackball 

40 

Aspen  28,800-bit-per-second  modem 

120 

Diamond  Stealth  3D  2000  64-bit, 

2-megabyte  MPEG  video  card 

190 

Audio  Wave  32  voice  wave 

table  sound  card 

120 

Acer  8X  CD-ROM  player 

109 

Mitsumi  1.44-megabyte  floppy  drive 

22 

Microsoft  Windows  95 

178 

Total 

$2,795 

be  able  to  solve  a  lot  of  problems  on 
your  own.  When  the  computer 
becomes  out-of-date — as  it  soon  will — 
you  can  upgrade  by  replacing  the 
processor  or  hard  drive,  instead  of 
buying  an  entirely  new  system.  Most 
important,  you  get  precisely  the  com- 
puter you  want — no  guesswork. 

Many  stores  that  sell  computer  com- 
ponents, such  as  Fry's  Electronics, 
CompUSA,  Best  Buy  and  Computer 
City,  have  at  least  a  14-day  uncondi- 
tional return  policy.  If  you  decide  you 
need  a  larger  monitor  or  a  faster 


processor  or  you  just  don't  like  the  feel 
of  that  particular  keyboard,  take  it  back 
and  pick  out  a  new  one,  with  no  ques- 
tions asked. 

With  this  comforting  thought  in 
mind,  I  head  to  Fry's  Electronics  early 
one  Sunday,  shopping  list  in  hand. 
Southern  California  boasts  several 
Fry's,  huge  warehouses  stuffed  with  a 
dizzying  selection  of  computer  equip- 
ment and  adorned  with  bizarre  deco- 
rative motifs.  I  favor  the  Fry's  in 
Woodland  Hills,  which  features  20- 
foot-tall  characters  from  Alice  in  Won- 
derland, though  the  Manhattan  Beach 


store,  with  murals  of  Polynesian  natives 
typing  on  computer  keyboards,  runs  a 
close  second.  A  visit  to  Fry's  is  not  just 
a  shopping  trip,  it's  a  high-tech  recon- 
naissance mission;  salespeople  and  cus- 
tomers carry  the  buzz  on  the  latest  in 
computer  technology. 

I  start  by  looking  for  a  mother- 
board— the  large  circuit  board  that 
forms  the  backbone  of  the  computer 
and  into  which  you  plug  your  micro- 
processor, memory  and  other  parts. 
Picking  the  right  motherboard  is  very 
important  because  it  determines  how 
easily  you'll  be  able  to  upgrade  your 
system.  I  spend  an  hour  carefully 
comparing  the  features  of  half  a  dozen 
boards  and  finally  make  my  selection. 
As  I  reverently  put  it  in  my  shopping 
cart,  a  voice  behind  me  hisses: 

"Piece  of  junk.  Returned  three  of 
'em  last  week."  I  quickly  pick  another 
board  and  move  on  to  processors. 

"Are  you  getting  a  166?"  a  guy 
with  a  yarmulke  asks. 

"I  was  actually  thinking  of  a  150," 
I  answer. 

"Big,  big  mistake."  He  shakes  his 
head  for  emphasis.  "Intel's  just  come 


out  with  compression  software  for 
real-time  two-way  voice  and  video, 
but  it  won't  run  on  anything  slower 
than  a  166.  You'll  be  frozen  out." 

I'm  not  sure  what  he's  talking 
about,  but  I  hate  being  frozen  out,  so 
I  go  for  the  166. 

"And  it's  stupid  to  get  less  than  128 
megs  of  RAM,"  my  new  friend  adds. 
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Kozinskis  tussling 
with  motherboard; 
above  (clockwise 
from  left),  Yale, 
Alex,  Wyatt  and 
Clayton 

Par  for  computer 
making  is  ten 
hours. 


"I  thought  16  was  enough,"  I  say 
somewhat  defensively. 

He  looks  disgusted.  "Sixteen? 
That's  like  buying  a  racehorse  and 
clamping  a  ball  and  chain  on  its  leg." 

We  haggle  a  bit  and  compromise  on 
32  megs.  That's  when  I  spot  the 
motherboard  in  his  shopping  cart. 

"Piece  of  junk,"  I  say.  "Returned 
four  of 'em  last  week." 

"No  kidding!"  He  rushes  off  to  get 
a  different  one. 

And  so  it  goes.  Eventually,  as  the 
sun  sets,  I  leave  Fry's,  hungry  and 
exhausted,  pushing  a  shopping  cart 
full  of  toys. 

The  next  morning  my  sons  and  I 
open  the  boxes  of  electronic  goodies 

Alex  Kozinski  is  a  federal  judge  in  California. 
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and  begin  snapping  them  together. 
We  quickly  learn  that  getting  a  com- 
puter working  isn't  as  easy  in  practice 
as  in  theory,  and  here  begins  the 
adventure.  One  of  my  sons  carefully 
secures  the  motherboard  to  the  chas- 
sis with  half  a  dozen  screws  and  plas- 
tic snaps,  only  to  find  it's  facing  the 
wrong  way.  Then  nothing  happens 
when  we  turn  on  the  power.  We 
spend  20  frustrating  minutes  looking 
for  bad  connections  before  figuring 
out  that  the  computer  is  fine,  but 
there's  a  short  in  the  electrical  outlet. 

Worst  of  all,  we  have  the  rare  bad 
luck  to  get  a  defective  hard  drive.  I 
run  back,  to  Fry's  a  couple  of  days 
later,  and  they  cheerfully  give  me  a 
new  one.  While  I'm  there,  they  check 
my  prices.  Two  items  are  now  cheap- 
er, so  they  refund  me  $40. 

The  trickiest  part  of  building  a 
computer,  though,  isn't  putting 
together  the  hardware,  but  configur- 
ing the  components.  Until  recently, 
each  component  had  to  be  configured 
by  hand — a  difficult  and  often  frus- 
trating task.  "Plug  'n'  play"  technolo- 
gy has  eliminated  many  of  these  prob- 
lems, enabling  the  computer  to  recog- 
nize and  configure  various  compo- 


Note  from  a 
computer  widow 

The  only  place  a  man  likes  to 
shop  more  than  a  hardware  store  is 
an  electronics  warehouse.  When  he 
heads  off  to  Fry's,  don't  expect  to 
see  him  again  until  an  hour  after 
you've  begun  calling  local  hospitals. 
The  process  never  ends;  the  com- 
puter cover  is  never  completely  back 
on.  Yesterday  vou  had  no  problem 
running  your  favorite  program. 
Today  you  get  some  incomprehensi- 
ble message  about  bios  incompati- 
bility, and  you  know  he's  been  fid- 
dling again. 

— Marcy  Kozinski  Tiffany 


nents  (such  as  the  modem  and  CD- 
ROM  drive)  automatically.  Still,  the 
technology  isn't  foolproof,  and  it  can 
take  hours,  even  days,  before  every- 
thing works  right.  About  ten  hours 
from  beginning  to  end  is  par. 

Is  it  worth  the  trouble?  If  you  think 
of  it  as  trouble,  no.  If  you  want  to  take 
the  computer  out  of  a  box  and  run  it, 
building  is  not  for  you.  Indeed,  if  you 
are  easily  frustrated  by  inanimate 
objects,  you  probably  shouldn't  even 
attempt  to  add  memory  or  a  peripher- 
al. Get  a  store  or  manufacturer  to  con- 
figure your  system,  and  use  it  until  it 
becomes  obsolete. 

But  if  you  think  of  computer  mak- 
ing as  a  weekend  project  with  your 
children — kind  of  a  high-tech'  fishing 
trip — it  can  be  rewarding  and  educa- 
tional. I  would  still  caution  you  not  to 
build  your  first  computer,  or  any 
computer  you  can't  wait  for,  and  to 
buy  only  components  you  can  return 
easily  and  unconditionally.  Plan  out 
the  project,  read  the  instructions  and 
pump  computer-literate  friends  and 
colleagues  for  information;  nerds  love 
to  show  off. 

A  personal  computer  is  just  a 
bunch  of  interlocking  components, 
rather  like  an  electronic  Lego  set. 
Figuring  out  what  plugs  where  takes 
some  doing,  but  there  are  a  number 
of  excellent  books  on  the  subject;  I 
recommend  Upgrading  and  Main- 
taining Tour  PC  (Abacus  Software 
1996,  $35).  Still  lost?  I  don't  do  this 
for  everybody,  but  what  the  heck: 
Write  me  at  kozinski@mizar.usc.edn 
and  I'll  try  to  help.  MSG 
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Seller  beware 


BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber 
is  a  strategist  with 
Amencom  Corp. 
in  San  Francisco. 
garber@well.com 


As  HOT  AS  NEW  technology  issues  are,  tech- 
nology acquisitions  are  hotter.  Last  year 
2,900  hardware,  software  and  computer  ser- 
vice companies  were  bought  and  sold.  Total 
price  paid:  $124  billion.  That's  right — almost 
enough  to  fund  the  federal  deficit. 

Not  all  the  sellers  got  good  deals.  More 
than  two-thirds  of  the  sellers  were  private 
companies,  mostly  successful  entrepreneurial 
businesses  that,  unfortunately,  were  not  quite 
successful  enough  to  go  public.  Entrepre- 
neurs usually  are  at  a  disadvantage  when  cash- 
ing out.  They've  never  sold  a  company  before 
and  don't  know  the  moves.  The  buyers  do 
deals  all  the  time;  their  experience  gives  them 
an  edge. 

So  what  does  an  entrepreneur  need  to 
know  when  there's  an  offer  on  the  table? 

I  put  the  question  to  my  former  boss, 
Harvey  Poppel,  and  his  boss,  Charles 
Federman,  respectively  managing  director  and 
chairman  of  the  information  industry's  largest 
dealmaker,  Fort  Lee,  N.J. -based  Broadview 
Associates.  Broadview  does  as  many  technolo- 
gy transactions  (in  number,  not  dollar 
amount)  as  its  three  largest  competitors  com- 
bined. Since  those  competitors  are  Goldman, 
Sachs,  Morgan  Stanley  and  Lehman  Brothers, 
my  guess  is  that  Federman  and  Poppel  know 
what  they're  talking  about. 

Here's  what  they  had  to  say — sound  advice 
that  applies  just  as  well  for  non-high-tech 
entrepreneurs: 

First,  if  you're  going  to  sell,  sell  high.  In 
the  technology  sector,  that  means  now.  Just 
as  in  the  overheated  public  market,  buyers  in 
the  private  market  seem  to  have  forgotten 
how  to  value  deals  objectively. 

"Buyers  aren't  looking  at  price/earnings 
anymore,"  sighs  Federman,  who  just  sold  a 
zero-revenue  company  for  $60  million.  "It's 
merger  mania,  and  it's  not  rational.  The  bub- 
ble is  going  to  burst,  probably  this  year. 
Sellers  are  never  going  to  see  multiples  like 
they  see  today." 

Second,  get  word  out  that  you  are  listening 
to  offers.  If  someone  comes  calling  with 
checkbook  in  hand,  then  there  probably  are 
others  who  will  be  willing  to  beat  his  price. 
Too  many  entrepreneurs  let  the  first  outfit 
that  offers  them  cash  flatter  them  into  selling 
a  business  without  shopping  it  around.  As 
Poppel  puts  it:  "Those  who  get  seduced  also 
get  screwed." 


Third,  keep  your  eye  on  what  the  big  guys 
are  buying.  "If  Microsoft  just  bought  your 
largest  competitor,  you  can  forget  about  get- 
ting a  good  deal  for  your  own  outfit,"  says 
Federman.  For  an  entrepreneur,  timing  is 
everything.  When  an  industry  is  consolidating 
(as  the  information  industry  most  assuredly 
is),  selling  too  late  can  be  worse  than  selling 
too  early. 

Fourth,  buff  and  polish  your  company 
before  you  put  it  on  the  market.  Buyers  such 
as  the  ebullient  bidder  who  paid  $60  million 

The  bubble  is  going  to  burst, 
probably  this  year.  Sellers  are 
never  going  to  see  multiples 
like  they  see  today. 


for  a  startup  are  the  exception;  only  17%  of 
the  buyers  that  Broadview  represented  over 
the  past  few  years  did  their  deals  to  acquire 
technology  in  the  raw.  The  overwhelming 
majority  did  their  deals  to  increase  sales,  earn- 
ings and  market  share.  That  means  they 
bought  going  businesses  with  proven  man- 
agement and  solid  operations. 

If  you've  got  pet  projects  or  unproductive 
employees  in  the  budget,  now  is  the  time  to 
rethink  them.  But  in  sprucing  up,  don't  over- 
do. Puffing  up  profits  by  cutting  R&D  from 
12%  of  sales  to  3%  is  not  going  to  impress  a 
buyer  of  technology. 

A  corollary  to  this  rule:  Be  sure  you've  got 
someone  on  board  who  can  run  the  business 
as  well  as  you  do.  Everyone  knows  entrepre- 
neurs don't  like  having  a  boss;  your  buyer 
expects  you  to  jump  ship  sometime  after  the 
deal  closes.  He  doesn't  want  the  company  to 
tall  apart  when  you  leave. 

Fifth,  be  unflinchingly  honest.  Buyers 
aren't  dumb;  they've  done  other  deals  before 
and  know  what  to  look  for  in  the  companies 
they  purchase.  After  signing  a  letter  of  intent, 
the  first  thing  a  smart  buyer  does  is  send  in 
inspectors.  If  there  are  skeletons  in  the  closet, 
the  team  is  going  to  find  them.  And  when 
they  do,  then  the  buyer  is  either  going  to 
walk  away  or  sit  you  down  for  the  kind  of 
renegotiation  session  that  makes  a  visit  to  a 
proctologist  look  pleasant  in  comparison. 

Always  be  ready  to  sell;  start  thinking 
about  it  now,  and  have  your  plan  mapped  out 
in  detail.  After  all,  the  next  call  you  receive 
just  might  be  from  a  serious  buyer.  ■■ 
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INSIGHT? 


Souped-up  Windows 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios,  a 
New  York  asset 
management  firm 
specializing  in 
technology  stocks. 


Citrix  Systems  was  born  with  a  Microsoft 
logo  stamped  on  its  forehead.  This  little 
firm's  most  successful  product,  called 
WinFrame,  is  an  enhancement  of  Microsoft's 
Windows  NT  operating  system  for  networks. 
It  is  an  enhancement  that  Microsoft  blesses. 
As  NT  catches  on  (8  million  units  are  project- 
ed to  ship  in  1996  versus  2.2  million  last 
year)  and  as  networks  get  bigger,  Citrix  is 
poised  to  make  handsome  profits. 

These  two  companies  and  their  products  are 
intertwined.  In  order  to  construct  WinFrame, 
Citrix  engineers  couldn't  just  wrap  a  little 
code  around  Windows  NT;  they  had  to  get 
inside  Windows  NT  and  rewrite  parts  of  it. 
Microsoft  has  a  seat  on  Citrix's  board  and 
owns  6.3%  of  the  company.  It  gets  a  royalty 
every  time  Citrix  sells  a  copy  of  WinFrame 
(since  Windows  NT  is  embedded  inside),  and 
it  has  licensed  important  technology  from 
Citrix.  Microsoft  is  a  good  friend  to  have. 

WinFrame,  which  sells  for  about  $400  per 
user,  is  one  hot  product.  Citrix,  based  in 
Coral  Springs,  Fla.,  had  sales  of  only  $15  mil- 
lion last  year,  but  I  think  it  could  quadruple 
that  sum  in  1997.  Perhaps  now  it  will  not 
take  your  breath  away  to  hear  that,  at  a 
recent  37,  Citrix  is  trading  at  185  times  its 
12-month  trailing  earnings. 

What  is  so  wonderful  about  WinFrame? 
What  does  this  product  do  that  Windows  NT 
doesn't?  Who  buys  it  and  why? 

Normally,  Windows  NT  is  used  to  run  a 
local  area  network,  consisting  of  a  powerful 
"server"  PC  that  is  surrounded  by  a  cluster  of 
up  to  12  ordinary  PCs.  But  let's  say  you  work 
from  a  computer  in  a  branch  office  and  you 
want  to  be  included  in  the  network  at  head- 
quarters. Your  computer  won't  run  as  fast  as 
the  machines  in  the  same  building  as  the  serv- 
er because  of  the  amount  of  information  your 
computer  and  the  server  must  shuttle  over 
low-performance  phone  lines  or  wireless  links. 

It's  not  a  big  problem  if  you  are  an  occa- 
sional telecommuter  or  you  just  want  to,  say, 
file  a  purchase  order  from  a  laptop  on  the 
road.  But  what  if  the  remote  computer  is  in 
constant  use  for  order  entry  at  a  fast-food 
franchise?  And  if  there  are  4,000  such 
machines,  all  interacting  with  corporate  head- 
quarters? Or  if  the  remote  computers  are 
handheld  check-in  devices  at  rental  car 
depots? 

There  are  many  other  ways  to  communi- 


cate with  a  headquarters  computer  from 
smaller  computers  situated  at  remote  sites. 
But  if  your  company's  software  happens  to 
have  been  written  to  run  under  Windows  NT, 
then  WinFrame  is  probably  your  best  bet. 

WinFrame  in  effect  resurrects  the  old  hub- 
and-spokes  model  of  a  mainframe  computer 
network,  hence  its  name.  Because  the  server 
does  the  heavy  lifting,  the  remote  computers 
can  be  very  modest — even  an  old  286-pow- 
ered  PC  will  do.  If  you  are  buying  new  boxes 
to  go  on  this  network,  you  need  not  buy 
Pentium  processors,  gigabyte  disk  drives  or 
CD  players. 

WinFrame,  which  sells 
for  about  $400  per  user, 
is  one  hot  product. 


In  a  local  area  network,  the  processor  chips 
of  the  desktops  and  the  central  server  divide 
the  work  and  chatter  back  and  forth  constant- 
ly. But  under  WinFrame,  the  server  does  all 
the  processing  and  the  desktops  keep  quiet.  As 
a  result,  you  don't  choke  on  slow  phone  lines. 

In  many  cases  there's  something  more 
important  than  saving  money  on  hardware  or 
phone  bills:  saving  money  on  software,  soft- 
ware maintenance  and  security.  Such  savings 
go  hand  in  hand  with  moving  the  computa- 
tional work  from  the  field  to  the  head  office. 

Ordinary  NT  cannot  accomplish  all  these 
things.  Microsoft  Windows  NT  enables  net- 
worked computers  to  share  files,  a  printer  and 
access  to  a  database.  But  to  run  Windows  NT 
programs  remotely  from  multiple  terminals, 
you  need  WinFrame. 

WinFrame  would  let  you  run  packaged 
Windows  software  remotely,  like  a  word 
processor.  But  there  is  no  particular  advan- 
tage to  it.  The  great  value  of  WinFrame  is  in 
enabling  you  to  run  Windows  software  writ- 
ten specifically  for  your  business.  This  custom 
software  might  include  programs  for  invento- 
ry control,  on-line  catalog  presentation  or 
scheduling. 

Not  incidentally,  such  programs  can  be  run 
via  the  Internet.  The  user  of  a  remote  com- 
puter just  clicks  on  a  button  displayed  on  the 
company's  Web  site,  and  suddenly  she  is  run- 
ning a  program  under  WinFrame  on  the  com- 
pany's server. 

Citrix  is  a  premier  outfit,  but  hold  out  for  a 
price  of  32  or  lower  before  investing.  ■■ 
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Rearview- 
mirror  investing 

AIM  is  suddenly  the  hottest  fund  family  around. 
Too  bad  investors  aren't  playing  their  funds  smarter. 


By  Mary  Beth  Grover 

Nobody  has  ridden  this  bull  market 
better  than  the  cowboys  at  the 
Houston -based  AIM  family  of  funds. 
Trading  in  and  out  of  growth  stocks, 
these  managers  have  chalked  up  daz- 
zling returns.  Three  of  the  eight  stock 
and  balanced  aim  funds  rated  by 
Forbes  get  an  A+  for  up-market  per- 
formance. Focus  on  the  last  five  years 
and  you  see  these  results:  an  annual- 
ized 33%  at  Aggressive  Growth,  23% 
at  Constellation  and  20%  at  Value. 

Such  results  have  not  gone  unno- 
ticed— especially  by  brokers  peddling 
the  funds.  The  money  is  gushing  in. 
In  the  past  1 8  months  the  company's 
assets  have  doubled,  to  $54  billion. 
AIM  ranks  sixth  in  domestic  equity 
assets  under  management,  surpassing 
such  industry  giants  as  T.  Rowe  Price 
and  Merrill  Lynch. 

Are  the  managers  at  AIM  happy? 
They  aren't  complaining  about  their 
management  fees,  which  are  rolling  in 
at  the  rate  of  $20  million  a  month 
according  to  Lipper  Analytical  Ser- 
vices. But  they  have  some  misgivings. 


aim's  hottest  funds  have  been  benefi- 
ciaries of  the  runup  in  stocks  of  small 
and  midsize  companies,  which  began 
at  the  end  of  1990.  Such  cycles  usual- 
ly last  six  to  eight  years.  Warns 
Jonathan  Schoolar,  the  35 -year-old 
manager  of  AIM  Weingarten:  "People 
tend  to  drive  looking  in  the  rearview 
mirror.  But  the  easy  money  has  been 
made."  He  thinks  the  next  five  years 
will  be  much  tougher  for  aggressive 


Chairman  Charles  T. 
Bauer  (above); 
fund  managers 
Jonathan  Schoolar 
and  Robert  Kippes 
"The  easy 
money  has 
been  made." 


growth  funds,  and  the  investing  public 
ought  to  be  taking  a  look  at  aim's 
other  offerings,  such  as  international 
stocks  or  large  company  growth  stocks. 

Brokers  either  don't  get  it  or  don't 
care.  Last  year  they  dumped  $5.4  bil- 
lion of  their  clients'  money  into  aim 
Constellation  and  aim  Value,  aim 
Aggressive  Growth,  opened  briefly 
last  July,  took  in  $1  billion  in  two 
days,  (aim  equity  funds  are  sold  with 
a  5.5%  sales  commission.) 

Schoolar  compares  these  days  to 
1991,  a  banner  year  for  large  company 
growth  stocks.  His  Weingarten  Fund, 
invested  in  the  sector,  was  up  47%. 
Brokers  hit  the  phones  and  the  cash 
poured  in.  Unfortunately,  big  growth 
companies  lost  their  allure.  The  fund 
made  no  money  over  the  next  two 
years.  Investors  yanked  close  to  $1  bil- 
lion out  of  the  fund.  That  would  have 
been  a  good  time  to  be  getting  in. 

Through  all  the  ups  and  downs,  the 
owners  of  the  aim  fund  operation  have 
made  tidy  fortunes  for  themselves.  If 
the  company  were  to  go  public  or  sell 
out  to  a  larger  fund  sponsor,  as 
rumored,  it  could  easily  command  a 
price  of  $1  billion.  That  would  make 
the  value  of  Chairman  Charles  T. 
Bauer's  stake  worth  $50  million. 

Bauer  and  two  partners  founded 
AIM  (briefly  called  American  Interna- 
tional Management)  in  1976  after 
quitting  jobs  managing  money  for 
insurer  American  General  Corp.  aim 
specialized  in  money  market  funds  and 
bond  funds.  The  going  was  slow. 
Then  in  1986  Bauer  hit  the  jackpot 
with  three  equity  funds  he  purchased 
for  $12  million. 

Two  of  the  funds  were  run  by  the 
esteemed  Harry  (Heinz)  Hutzler. 
Hutzler,  who  retired  nearly  three  years 
ago,  founded  die  Weingarten  Fund  in 
1969  and  the  Constellation  Fund  in 
1976.  aim  grabbed  Hutzler's  Wein- 
garten Fund  just  after  he  posted  a  tan- 
talizing ten-year  annualized  return  of 
25%.  His  strategy,  simplistically  stated, 
was  to  buy  companies  when  they 
reported  higher  earnings  than  Wall 
Street  had  expected;  sell  them  when 
they  disappointed. 

These  days  aim's  fund  managers 
pursue  the  closely  allied  technique  of 
earnings  momentum  investing.  That 
means  aim  buys  companies  whose 
earnings  are  accelerating  the  fastest 
(say,  a  company  that  has  historically 
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grown  at  12%  and  is  now  growing  at 
24%).  Like  Hutzler,  Schoolar  and  his 
colleagues  don't  bother  visiting  com- 
panies. Instead  they  are  glued  to  their 
computers,  which  are  wired  to  six 
newswires,  on-line  analyst  reports  and 
three  earnings  estimate  services.  When 
companies  report  their  earnings,  AIM 
scores  them  on  how  they  compare 
with  Wall  Street's  expectations,  the 
previous  quarter's  earnings  and  the 
year- ago  earnings,  aim  does  this  for 
10,000  companies.  The  10%  with  the 
highest  scores  are  bought.  Those  riiat 
no  longer  make  the  cut  are  sold. 

Price  is  no  object  in  this  momen- 
tum game.  Constellation's  stocks 
trade  at  a  herb,'  29  times  trailing  earn- 
ings, Aggressive  Growth's  at  31 
times  earnings.  The  goal  here  is  not 
so  much  to  find  value  as  to  find 
excitement.  (For  a  look  at  the  some- 
times artificial  excitement  in  over-the- 
counter  stocks,  read  the  cover  story 
on  page  72.) 

Are  the  new  shareholders  happy? 
AIM  Constellation  and  AIM  Aggressive 
Growth,  run  by  30-year-old  Robert 
Kippes,  are  up,  respectively,  12%  and 
20%  so  far  this  year.  But  AIM  Value  is 
up  a  measly  6%.  The  fund  manager, 
who  only  buys  a  company  whose 
price/earnings  ratio  is  less  than  its 
earnings  growth  rate,  has  15%  of  assets 
in  cash.  The  complaints  are  coming  in. 

Ironically,  brokers  thought  the 
fund  would  perform  the  way  its  siz- 
zling siblings  do.  Instead,  investors 
are  getting  better  down-market  pro- 
tection. Says  Schoolar:  "They  sort 
returns  to  see  who  has  the  best  five- 
year  record.  They  don't  know  what 
they're  buying." 

Make  sure  you  do.  Take  a  look 
beyond  that  terrific  five-year  record  at 
Aggressive  Growth  or  Constellation. 
These  funds  get  a  D  and  an  F,  respec- 
ctively,  for  bear  market  performance. 
If  you  can  live  with  that,  roll  the  dice. 

If  you  are  getting  nervous,  here's 
some  useful  advice.  Don't  let  your 
broker  switch  you  into  another  fund 
family  where  you  would  have  to  pay 
another  load.  Exchange  into  another 
fund  in  the  aim  family.  Among  the 
group's  more  conservative  offerings 
are  aim  Balanced  and  AIM  Charter. 
But  who  says  you  have  to  own  stocks? 
You  could  switch  into  the  aim 
Municipal  Bond  Fund  or  AIM  Limited 
Maturity  Treasury  Shares.  IB 


Growth 
stocks 


Environmentalist  concerns  are  restricting 
the  supply  of  building  timber  but  do  nothing  to 
restrict  demand.  Conclusion:  Timber  prices 
are  headed  up  over  the  long  term. 


By  Stephen  S.  Johnson 

Following  a  terrific  runup  in 
1994  and  1995,  forest  product 
stocks  are  cooling  off  again,  and 
earnings  aren't  expected  to  recover 
until  next  year.  Buying  opportunity? 


Sure,  particularly  if  you  care  more 
about  the  long-term  outlook  than 
next  year's  earnings. 

Trees  take  decades  to  grow,  and 
with  that  in  mind  you  should  over- 


Weyerhauser 
timberland  in 
Washington  State 
Value  grows  on 
trees. 
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look  earnings-per-share  figures  in 
favor  of  other  measures  of  value 
and  value  added.  Here  are  some  of 
the  questions  to  ask:  How  does  the 
stock  price  translate  in  terms  of 
cost  per  acre  of  forestland?  What 
kind  of  botanical  yield  does  it  gen- 
erate in  board  feet  of  tree  growth 
per  year?  What  is  the  harvest  rate? 
In  short,  think  of  yourself  not  as 
buying  a  share  of  stock  that  pays  a 
dividend  but  as  buying  a  share  in  a 
tree  farm — the  time-tested  Ben 
Graham  approach:  What  value  do 
you  get? 

To  answer  these  questions  we 
turned  to  Xylem  Investments,  a 
Boston  firm  that  manages  $235 
million  in  forest  company  invest- 
ments (mostly,  private  placements 
of  stock)  on  behalf  of  pension 
funds.  Almost  all  forest  products 
companies  sell  both  paper  and  lum- 
ber, but  we  focused  on  the  ones 
where  tree  farming  predominates, 
to  emphasize  the  natural  resource 
element  of  the  business. 
Papermaking  is  more  a  manufactur- 
ing than  a  resource  play. 

Xylem's  perspective  is  global.  Its 
target  firms  are  based  in  New 
Zealand,  Australia,  South  Africa, 
Chile  and  Canada.  Most  of  the 
world's  timber  comes  out  of  North 
America,  Europe  and  Russia,  but 
growth  rates  are  better  in  the 
Southern  Hemisphere.  A  radiata 
pine  plantation  in  New  Zealand  can 


grow  10  cubic  meters  of  wood  fiber 
per  acre  per  year,  double  what  a 
Douglas  fir  forest  in  Canada  can 
do.  (Ten  cubic  meters  of  wood 
fiber  translates  into  a  large  volume 
of  chips  and  sawdust  plus  maybe 
2,700  board  feet  of  lumber, 
depending  on  the  species  and  tree 
diameter.) 

The  world's  population 
of  middle-class  families 
is  going  up.  The  supply 
of  lumber  with  which 
to  build  them  homes 
is  going  down. 

"Timberlands  in  the  Southern 
Hemisphere  are  more  productive 
wood  factories,"  says  Xylem's 
research  chief  Steven  Saltman,  "so 
you  will  see  your  returns  sooner." 

Forestland  has  usually  been  seen 
as  an  inflation  hedge.  Indeed,  forest 
company  stocks  did  well  in  the 
1970s,  when  inflation  was  getting 
out  of  control,  then  badly  lagged  the 
market  in  the  early  1980s,  as  the 
Federal  Reserve  got  inflation  under 
control. 

Xylem  argues  that  wood  on  the 
stump  is  a  good  investment  now, 
irrespective  of  inflation.  The  global 
population  of  middle-class  families 
that  can  afford  detached  homes  is 


growing,  while  the  supply  of  wood 
to  build  homes  is  being  squeezed 
by  environmental  pressures. 

Consider  the  real,  or  inflation- 
adjusted,  price  of  wood.  If  that  were 
to  stay  flat  for  the  next  five  years, 
Xylem  predicts,  then  worldwide  tim- 
ber consumption  would  grow  by 
23%,  while  harvests  would  fall  by  4%. 
Conclusion:  Real  wood  prices  won't 
stand  pat.  They  will  have  to  climb  in 
order  for  supply  to  come  into  bal- 
ance with  demand. 

Xylem  likes  companies  that  man- 
age their  forests  like  a  crop,  with  a 
balanced  growth-to-harvest  ratio. 
That  makes  for  a  sustainable  yield — 
environmentalists  should  like  that — 
and  for  even  cash  flow.  The  table  dis- 
plays a  selection  of  forest  product 
stocks,  many  held  either  by  Xylem, 
the  Van  Eck  Global  Hard  Assets 
Fund  or  the  Fidelity  Paper  &  Forest 
Products  sector  fund. 

The  table  shows  several  ways  of 
looking  at  timber  company  values. 
One  is  price  per  acre.  To  get  that  fig- 
ure, we  put  a  market  price  on  the 
company's  forests.  That  equals  mar- 
ket value  of  common  stock,  plus 
interest- bearing  debt,  minus  the  book 
value  of  the  plant  and  equipment. 

Another  measure  compares  the 
company's  market  value — this  time 
with  the  sawmills  included — with  its 
operating  income.  We  define  operat- 
ing income  as  income  before  depre- 
ciation, interest  and  taxes.  WKM 


An  international  timberland  portfolio 


Company/country 

Species 

Recent 

Total  market 

Market 

Growth/ 

Growth  per 

Acres 

Price 

price 

value' 

value/ 

harvest 

$1,000  of  total 

(000) 

per 

($mil) 

operating 

ratio 

market  value 

acre3 

income 

(cubic  meters)2 

Aracru?  Cellulose/Brazil 

eucalyptus 

$9.25 

$3,000  E 

8.4 

NA 

2.0 

501 

$5,988 

Auspine/Australia 

pine 

2.56 

253 

11.6 

1.1 

4.0 

104 

2,432 

Evergreen  Forests/New  Zealand 

pine 

0.41 

46 

72.0 

23.0 

7.9 

39 

1,190 

Fletcher  Challenge  Forest/New  Zealand 

pine,  eucalyptus 

12.38 

1,058 

11.4 

3.1 

4.3 

488 

2,168 

MacMillan  Bloedel/Canada  &  US 

fir,  hemlock 

13.00 

3,555 

10.6 

1.2. 

2.3 

4,853 4 

732 

Potlatch  Corp/US 

pine,  fir 

40.50 

2,123 

9.7 

1.1 

0.9 

1,500 

1,415 

Rayonier/US  &  New  Zealand 

pine,  fir 

37.88 

1,656 

7.1 

1.4 

3.3 

1,478 

1,120 

Weyerhaeuser/US  &  Canada 

pine,  fir 

47.50 

15,796 

83 

1.5 

2.4 

19,600" 

806 

Dollar  values  at  July  8  exchange  rates.  'Market  value  of  common  stock,  plus  interest-bearing  debt.  2Measures  volume  of  wood  before  milling.  One  cubic 
meter  yields  approximately  270  board  feet,  depending  on  species  and  tree  diameter.  3Market  value  of  company  minus  book  value  of  plant  and  equipment, 
divided  by  acres  controlled.    Includes  land  on  which  the  company  merely  owns  cutting  rights.  E:  Estimate.  NA:  Not  available. 

Sources:  Steven  Saltman  and  JoAnne  Po,  Xylem  Investments  Inc.;  Forbes. 


How  do  you  value  a  tree  company?  One  way  is  to  figure  your  effective  price  per  acre  (last  column).  Alternatively,  you  could 
look  at  the  total  price  tag  on  the  business  divided  by  its  operating  income  (middle  column). 
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BY  ERIC  S.  HARDY 


Companies  with  stock  market  capi- 
talizations under  $1  billion  are  out- 
performing larger  market  cap  compa- 
nies in  1996,  but  the  recent  setbacks 
of  small-cap  stocks  are  a  good 
reminder  that  these  issues  are  more 
volatile.  One  way  to  lessen  this 
volatility  is  with  convertible  securities 
issued  by  small-cap  firms. 

Smith  Barney  convertible  specialist 
Mark  Hunt  notes  that  most  new  con- 
vertibles are  sold  to  institutional 
investors,  so  the  market  for  small 
investors  is  not  particularly  liquid. 
There  are  some  exceptions,  such  as 
the  Bay  Networks  5.25s  of  2003. 
Recendy  trading  at  91,  the  bond  pays 
a  7%  yield  to  maturity  (low  for  a  BB- 
rated  bond)  and  has  a  fairly  high  49% 
premium  to  the  value  of  the  underly- 
ing stock.  But  given  the  volatility  in 
Bay  Networks1  stock,  the  bond  seems 
a  safer  way  to  invest  in  this  firm. 


The  overall  market 


Special  focus 


These  six  publicly  traded  fund  manage- 
ment companies  should  benefit  from  the 
record-high  level  of  assets  invested  in 
mutual  funds.  These  firms  may  also  be 
attractive  acquisition  candidates:  In  June 
alone,  two  privately  held  fund  families — 
Heine  Securities  and  Van  Kampen 
American  Capital — agreed  to  be 
acquired. 


Fund  management  companies 


Company 

Recent 
price 

PE 

Alliance  Capital  Mgmt ' 

243/s 

12 

Eaton  Vance 

38  !/2 

10 

Oppenheimer  Capital* 

29 'A 

8 

Pimco  Advisors* 

213/4 

18 

Pioneer  Group 

26  V2 

31 

T  Rowe  Price  Assoc 

26  '/2 

20 

3600 
3200 
2800 
2400 


The  Barra  All-US  price  index  as  of  7/5/96 

Market  value:  $7,585.3  billion 
P/E:  22.4 

P/E  minus  negative  EPS:  17.5 
Price/book:  3.1 
Yield:  1.9% 


12-month  closeup 


Performance 

Last  4  weeks 
Since  12/31/95 


Price     Total  return 

-2.8%  -2.7% 
7.3  8.3 


1200 


'86  '87 


3800 

3600 

3400 

J/ 

3200  . 

3000 

7 

2800  4 

■  Barra  index 

-i  200-day  moving  average 

J  AS0ND  J  FMAMJJ 

;    '89    '90    '91    '92    '93    '94    '95  '96 

mamas*- 


'95 


'96 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 

Barra  All-US  index 

S&P/Barra  Growth  index1 

S&P/Barra  Value  index2 

Dow  tones  industrials 

S&P  500 

NYSE 

Nasdaq 

PSE  Tech  100 

EAFE1 

CRB  futures  index5'6 
Gold  (Comex  spot) 
Yen  '  (per  $US) 
Oil  (W  Texas  Intermediate) 


2-week  change 


-1.2% 

-1.4 

-1.2 

-2.1 

-1.4 

-1.1 

-1.4 

-2.6 

-0.7 

0.0 
-0.8 

1.5 

5.5 


_l 


year  ago 

5-year  high 

16.9% 

-3.9% 

22.7 

-2.9 

19.2 

^.1 

18.8 

-3.3 

18.2 

-3.1 

18.7 

-2.9 

19.4 

-7.3 

6.1 

-11.9 

6.1 

-2.8 

7.6 

-5.0 

-1.2 

-8.1 

27.7 

-10.7 

23.6 

-14.0 

The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

landmark  Graphics 

29  Vb 

59% 

$0.92 

Astea  International 

9!/4 

-65% 

$0.66 

National  Re 

503/4 

59 

3.18 

Prism  Solutions 

141/4 

-44 

0.02 

Brooktree 

14'/2 

58 

0.68 

IVAX 

16 

-39 

0.80 

ValuJet  Airlines 

11  3/8 

49 

-1.05 

FileNet 

24 

-38 

1.73 

Commercial  Intertech 

27  Vb 

38 

1.92 

Digi  International 

17 

-36 

1.62 

The  best  and  worst  performing  industry  factors8 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Oilfield  services 

4.7% 

38.4% 

Trucking 

-11.1% 

-13.6% 

Electric  utilities 

2.4 

-3.7 

Motor  vehicles 

-10.3 

-0.9 

Precious  metals 

1.9 

6.8 

Forest  products 

-8.3 

7.4 

Gas  utilities 

1.7 

10.7 

Leisure, luxury 

-7.7 

9.0 

International  oil 

1.4 

9.1 

Photographic,  optical 

-7.0 

14.4 

'Limited  Partnership.  Sources:  Market  Guide  via 
OneSource  Information  Services. 

Note:  Data  for  period  ending  7/5/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings  growth. 
JTotal  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S.  technology 
stocks.  Base  value  =  50  (adjusted),  12/31/82.  JA  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley 
Capital  International.  5lndex  of  21  commodity  futures.  '  Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size, 
value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  DIVIDEND  R£flEW 


Corporate  vs.  government  yields 


6% 


Real  T  bond  yield1 


S&P  500 
*    dividend  yield 

HH  i  i  i  i  i  i  i  i 

'88        '90        '92        '94  '96 


Representative  industry  payouts2 


Corporate  dividend  revisions 

3,000 
2,500 


Positive 

Negative  &  omissions 


2,000 


1,500 


1,000 


500 


I  I 


hi 


'86      '88      '90      '92      '94  '96 

Through  June  30,  1996 


Yield 

Payout 

Yield 

Payout 

Industry 

ratio 

P/E 

Industry 

ratio 

P/E 

Auto  &  truck  mfg 

3.7% 

39% 

10.5 

Paper  &  forest  prods 

2.8% 

26% 

9.6 

Banking 

3.1 

38 

12.4 

Petroleum 

3.5 

67 

22.6 

Electric  utilities 

5.9 

73 

12.8 

Pharmaceuticals 

2.0 

48 

27.4 

Food  processing 

2.1 

46 

22.0 

Retailing 

1.5 

27 

22.2 

Health  care  svcs 

0.3 

6 

27.4 

Software 

0.2 

6 

40.2 

BY  RONALD  BOONE  JR. 


The  s&r  500's  dividend  yield  is 
2.2%,  a  reeord  low  and  not  likely  to 
improve  by  much  this  year.  Arnold 
Kaufman,  editor  of  Standard  & 
Poor's  Outlook  newsletter,  estimates 
that  s&P  500  dividends  will  increase 
6%  this  year.  That  would  bring  the 
yield  to  2.23%  at  current  stock 
prices. 

"Corporations  are  being  stingy 
with  their  earnings,"  complains  Nola 
Falcone,  portfolio  manager  of  the 
conservatively  managed  Evergreen 
Total  Return  Fund  (Forbes  up- 
market grade  of  D,  and  down-market 
grade  of  A).  She  says  the  market's 
overall  dividend  payout  ratio  (earn- 
ings divided  by  dividends)  is  41% — 
not  far  from  the  previous  low  of  38% 
set  in  1979. 

Falcone  believes  this  trend  will 
reverse  when  U.S.  corporations  go 
back  to  using  their  cash  flow  for  div- 
idends instead  of  only  buying  back 
shares.  When  will  this  happen? 
According  to  Falcone,  when  there  is 
a  recession.  For  now,  Falcone  is  find- 
ing some  decent  yields  in  Imperial 
Chemical  Industries  of  the  U.K. 
(yield  4.7%),  McDermott  Interna- 
tional (4.8%),  US  West  (6.4%)  and 
Piccadilly  Cafeterias  (4.6%). 


Companies  with  yields  below  their  5-yr  average        Companies  that  recently  started  paying  dividends 


Company/industry 

Price 

— Yielc 
Current 

— 
5-yr 
avg 

Company/industry 

Price 

Yield 

Payout 
ratio3 

California  Financial  Hldg/banking 

22  y4 

2.0% 

3.0% 

Ekco  Group/household  products 

1.5% 

23% 

Cigna/insurance 

UAVs 

2.8 

4.9 

Florida  First  Bancorp/banking 

11  % 

2.2 

32 

Cincinnati  Bell/telecommunications 

49  % 

1.6 

3.7 

Georgia  Gulf/chemicals 

29 

1.1 

9 

Engelhard/specialty  chemicals 

22% 

1.6 

2.0 

ICO/oilfield  svcs 

57/8 

3.4 

39 

Frontier  Corp/telecommunications 

29% 

2.9 

4.1 

MARC/market  research 

197/8 

2.0 

34 

Jefferson  Bancorp  Fla/banking 

12% 

3.9 

5.3 

Patrick  Industries/construction  materials 

13% 

1.2 

10 

K2/sporting  goods 

267/8 

1.6 

3.2 

Public  Service  New  Mexico/electric  utility 

19% 

2.4 

25 

Omnicom  Group/advertising 

44% 

1.6 

2.8 

Spartech/chemicals 

11 

1.5 

19 

Technitrol/elec  &  mech  equip 

355/8 

1.1 

3.4 

US  Facilities/insurance 

17  H 

1.4 

9 

Waverly/publishing 

2134 

1.2 

2.4 

Westbank/banking 

3.0 

38 

Dividend  data  as  of  6/30/96.  Prices  as  of  7/5/96.  'Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  In  the  Consumer  Price  Index. 
Capitalization-weighted.  Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  3Average  during  the  latest  four  quarters.  Sources:  Market  Guide  Database  Service 
and  Value  Line  Database  Service  via  OneSource  Information  Services;  Standard  &  Poor's  Dividend  Record. 
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The  Merrill  L 


Planning  Difference 


When  it  comes  to  choosing  a  financial 
firm,  don't  take  our  word.  Take  theirs: 


"...revolutionizing  what  a  brokerage 
firm  can  do  for  you" 

2/19/96 

"America's  most  admired  brokerage  firm"* 

3/4/96 


"#1  Brokerage  firm  for  value 
and  integrity"** 

12/5/95 


THE  WALL  STREET  JOIRML  MA(,A/JNE  OF  PERSONAL  BISt.MSN 

SmartMoney 


"#1  Full-service  brokerage  firm" 

10/95 


WW0™1 


'#1  Overall  research  strength"*** 

10/95 


To  find  out  for  yourself  how  we  can  help  you  reach  your  financial  goals, 
contact  a  Merrill  Lynch  Financial  Consultant,  call  1-800-MERRILL,  ext.  1422,  or 
e-mail  to:  askml@ml.com  .  Visit  us  on  the  Internet  at:  http://www.ml.com  . 


The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


Atlanta  19%, 


*As  reported  by  a  FORTUNE  survey.  "From  subscriber  survey.  '"Based  on  combined  results  of  All-America  Fixed-Income  Research  Team  and 
All-America  Equity  Research  Team.  FORTUNE®  is  a  registered  trademark  of  Time,  Inc. 

©1996  Merrill  Lynch.  Pierce,  Fcnncr  &  Smith  Incorporated.  Member  SIPC. 
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BY  RIVA 


Heavy  metals 

^       Minorco  S.A.'s  Ameri- 
m/fk     can  Depositary  Receipts 
are  down  20%  this  year, 
despite  a  51%  rise  in  profits  in  1995 
before  special  items.  At  a  recent  23!4, 
the  o-t-c  shares  (mnrcy)  trade  25% 
below  the  estimated  net  asset  value 
of  the  $4  billion  (sales)  natural 
resources  conglomerate. 

Why  so  cheap?  Investors  have 
focused  on  results  at  Terra  Indus- 
tries, a  Sioux  City,  Iowa- based  agri- 
cultural chemicals  producer  of  which 
Minorco  owns  53%.  Terra  con- 
tributed 64%  of  Minorco's  operating 
earnings  in  1995.  But  lately  the  price 
of  methanol,  a  feedstock  for  Terra, 
has  been  falling.  The  expectation 


that  Terra's  profits  will  drop  some  . 
1 5%  in  the  second  quarter  has  hurt 
the  parent  company's  shares. 

But  investors  fixed  on  Terra  miss 
the  point,  says  Vahid  Fathi,  analyst  at 
Everen  Securities.  By  the  end  of  the 
decade,  only  30%  of  Minorco's  prof- 
its will  come  from  the  fertilizer  busi- 
ness. The  bulk  will  derive  from 
Minorco's  base  metals  and  gold- 
mining  divisions.  Minorco  has  invest- 
ed $1.6  billion  in  six  mines  over  the 
last  three  years.  They  should  bring  in 
41%  of  profits  by  2000. 

When  investors  see  the  decreasing 
importance  of  fertilizers  to  Minorco, 
its  ADRs  will  trade  above  NAV.  Fathi's 
target  price  over  the  next  two  years 
is  38,  a  63%  increase. 


All  that  glitters  . . . 


Whkn  the  market 
dropped  earlier  this 
month  on  inflation  fears, 


gold  stocks  rallied.  The  s&P  index  of 
six  large  gold-mining  stocks  is  up 
11%  so  far  in  1996,  compared  with 
6%  for  the  s&P  500. 

Several  gold  stocks  appear  expen- 
sive. Since  1993  the  return  on  shares 
in  gold-mining  companies  has  been 
five  times  the  return  on  gold  itself, 
according  to  Sun  Valley  Gold  Co.,  a 
firm  specializing  in  gold  investments. 
That  ratio  contrasts  with  an  average 
of  two  times  over  the  last  25  years. 

One  of  the  most  overvalued:  Van- 
couver-based Placer  Dome  (pdg).  At 
a  recent  25%,  it  trades  on  the  nyse  at 
81  times  1995  profits.  Rival  Barrick 
Gold  trades  at  35  times  profits. 

Investors  arc  upbeat  about  four 
Placer  gold  mines  expected  to  begin 
production  in  the  next  two  years. 
But  John  Tumazos,  analyst  at  Don- 
aldson, Lufkin  &  Jenrette,  isn't 
impressed.  He's  telling  clients  to 
short  Placer  into  the  gold  stock  tally. 

One  reason:  Prices  of  other  metals 
Placer  produces  are  tumbling.  About 
20%  of  Placer's  1995  revenues  came 
from  copper — more  than  any  public 
gold  company — down  32%  in  price 
since  May.  And  6%  of  revenues  came 
from  mining  molybdenum,  used  to 
make  steel.  This  alloy's  prices  are 


down  80%  since  1995. 

Another  problem:  Placer  will  take 
a  17-cents-a-share  charge  in  the 
second  quarter  because  of  a  spill  at  its 
Philippines  mine,  where  authorities 
have  filed  criminal  charges  against 
Placer.  Regulators  in  other  countries 
where  it  mines  mav  take  a  second 


look  at  Placer,  Tumazos  warns. 

He  expects  profits  to  drop  3%  in 
1996  and  67%  in  1997.  He  thinks 
the  stock  will  hit  18  within  a  year. 

Trouble  in  Texas 


Las  t  YEAR  when  we  spoke 
to  Richard  Whittington, 
Soundview  Financial's 


influential  semiconductor  analyst,  he 
was  bullish  on  chip  stocks  (Forbes, 
June  19,  1995).  Good  call:  They  rose 
14%  last  summer,  before  he  put  a 


"hold"  on  them  in  October. 

With  semiconductor  stocks  down 
31%  since  then,  is  it  time  to  bottom 
fish?  No,  says  Whittington.  The  cur- 
rent glut  in  chip  supply  should  last 
into  1997,  keeping  chip  stocks  under 
pressure  for  the  rest  of  the  year. 

One  semiconductor  stock  Whit- 
tington thinks  has  further  to  fall  is 
SI 3.1  billion  (sales)  Texas  Instru- 
ments (txn).  At  a  recent  49%,  the 
NYSE  stock  is  down  30%  in  the  last 
year  and  trades  at  nine  times  1995 
earnings.  Even  so,  he  thinks  it's  a 
short.  Whittington  points  to  rival 
Micron  Technology's  (mu)  share 
price;  off  58%  in  the  same  period,  MU 
sells  at  just  six  times  1995  profits. 

One  reason  TXN  shares  have  held 
up:  Its  16MB  memory  chips  are  sell- 
ing like  hotcakes.  But  there's  trouble 
ahead:  50%  of  txn's  1995  profits 
came  from  licensing  agreements, 
mostly  with  large  Asian  chipmakers 
like  Samsung.  Most  of  these  contracts 
expired  in  January  and  a  dozen  or  so 
Asian  manufacturers,  led  by  Samsung, 
have  not  renewed  their  contracts. 

TXN  is  already  feeling  the  pinch. 
Royalty  income  was  SI 00  million  of 
pretax  income  in  the  first  quarter, 
versus  S200  million  in  1995.  Whit- 
tington predicts  TXN  will  fall  to  40  in 
the  next  12  months.  -Michael  Noer 

Wrong  number 

_      Telephone  stocks  are  a 
good  way  to  play  emerg- 
ing  markets,  but  don't 
touch  Korea  Mobile  Telecommunica- 
tions (skm),  a  new  issue  last  month. 
At  a  recent  17%,  the  cellular 
provider's  American  Depositary- 
Receipts  trade  at  an  82%  premium  to 
the  underlying  Korean  shares. 

The  premium  exists  because  it's 
tough  for  foreigners  to  invest  in 
Korea.  Foreign  ownership  of  Korean 
firms  can't  exceed  18%,  according  to 
the  Ministry  of  Finance  &  Economy. 

Despite  this  artificial  shortage, 
skm's  premium  is  excessive.  Another 
Korean  ADR,  Pohang  Iron  &  Steel, 
trades  57%  above  its  Korean  shares. 

On  fundamentals,  too,  Korea 
Mobile  has  problems.  Competition  is 
growing,  notes  Shayne  John,  director 
of  research  at  Innova  Securities  in 
Boston,  a  specialist  in  Asian  stocks. 
That  may  be  why  Julian  Robertson's 
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Tiger  Management  sold  12  million 
shares  in  skm's  adr  offering,  for  a 
reported  profit  of  $100-million-plus. 

John  expects  the  ADRs  to  trade  at  a 
30%  premium  to  the  underlying 
stock.  At  current  levels,  that's  a  price 
of  13.  It's  almost  impossible  to  short 
SKM,  so  the  best  advice  is  simply:  steer 
clear.        -Shailaja  Neelakantan 

I,  Icahn 

Last  month  Carl  Icahn  severed  his 
ties  with  Bennett  LeBow  in  their  fight 
to  get  rjr  Nabisco  to  spin  off  its  food 
division.  The  two  raiders  lost  a  proxy 
fight  to  unseat  rjr's  board  in  April. 

LeBow  isn't  the  only  partner 
Icahn's  lost  recently.  Mark 
Rachesky,  chief  investment  adviser, 
and  Richard  Rubin,  analyst,  for 
Icahn's  $1  billion  portfolio,  left  last 
month.  Streetwalker  hears  Rachesky 
and  Rubin  are  claiming  Icahn  still 
owes  them  millions  of  dollars.  This 
despite  returns  of  48%  annually  in 
the  six  years  they  worked  for  Icahn. 

Icahn  may  yet  resolve  his  dispute 
with  the  pair.  He's  considering 
investing  in  a  fund  Rachesky  is 
launching.  But  Icahn  is  playing  a 
cautious  game.  He  recently  post- 
poned a  $250  million  bond  offer- 


Investor  Carl  Icahn 
Master  of  suspense. 


ing  by  ACF  Industries,  the  railcar 
firm  he  owns.  The  deal  would  have 
funded  an  Icahn  war  chest.  Most  of 
his  investments  in  the  last  decade, 
including  his  4%  rjr  stake,  were 
made  leveraging  ACF's  assets. 

Icahn  won't  say  why  he  delayed  acf's 
deal.  Does  he  want  to  sell?  Maybe. 
Schroder  Wertheim  has  offered  to  find 
buyers  for  ACF.  Likely  price:  $750  mil- 
lion to  $1  billion.  Not  a  bad  return  on 
the  under  $200  million  (including  debt) 
he  paid  for  ACF  in  1984.  ■ 
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THE  CONTRARIAN 


To  short 

or  not  to  short 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


I  HAVE  NEVER  SEEN  it  this  wild,  and  I've  lived 
through  all  kinds  of  markets.  Internet  stocks, 
the  bulk  of  which  have  never  made  a  dime, 
now  have  a  collective  market  value  of  $25  bil- 
lion to  $35  billion.  According  to  Baseline 
Services  headquartered  in  New  York  City, 
1 14  stocks  have  at  least  quadrupled  in  the 
past  12  months.  L.L.  Knickerbocker,  a  pint- 
size  company  in  home  shopping,  is  up  four- 
teenfold.  Diana  Corp.,  food  and  telecommu- 
nications, is  up  nearly  twelvefold.  AccuStaff,  a 
temporary-service  provider,  is  up  sixfold. 

The  temptation  is  strong  to  short  some  of 
these  crazily  priced  stocks.  But,  for  heaven's 
sake,  don't.  You  can  be  right  and  still  get 
murdered.  The  volume  in  these  sizzlers  is 
extremely  thin,  as  most  have  a  relatively  small 
amount  of  stock  in  public  hands.  Often  the 
principals  themselves  want  to  cash  out  pron- 
to. Since  they  are  unable  to  sell  their  unregis- 
tered shares,  they  will  often  short  the  stock 
through  the  underwriter,  or  write  derivatives 
against  it.  These  moves  further  reduce  the 
stock  available  to  short. 

Never  forget  that  to  short  a  stock  you  must 
borrow  shares  to  deliver  to  your  buyer.  If  you 
are  short  and  can't  borrow,  you  will  have  to 
go  out  and  buy  the  shares  at  the  prevailing 
price.  That's  what  makes  a  short  squeeze: 
The  shorts  must  cover  and  pay  through  the 
nose  to  do  so. 

Oh  yes,  the  underwriter  or  other  large 
holders  will  gladly  let  you  short  their  stock, 
but  they  can  call  it  from  you  at  any  time,  with 
notice  of  only  a  day  or  two.  Squeezing  the 
shorts  has  been  one  of  the  favorite  pastimes 
of  the  folks  who  own  the  stock  in  the  last  sev- 
eral years.  When  a  short  position  of  any  size 
accumulates  in  a  hot,  thin  stock,  the  shorts 
are  fair  game.  The  owners  call  it  back,  and 
the  short-sellers  scramble  to  cover,  which 
means  paying  up  sharply  in  these  hyper-thin 
markets.  Nasdaq  dealers  are  quick  to  sniff  the 
action  and  mark  up  their  inventories.  All  this 
has  nothing  to  do  with  value. 

Is  there  a  safer  way  than  shorting  to  bet 
against  this  gigantic  mania?  I  fear  not.  Selling 
puts  is  usually  hard  to  do,  and  the  premiums 
are  too  high. 

What  about  asking  the  broker  to  guarantee 
to  lend  you  shares  for  18  months?  I  have 
tried  this.  Speaking  to  a  cross-section  of  first- 
rate  investment  houses,  I  found  the  brokers 


were  sympathetic  but  could  not  find  the  stock 
to  lend.  This  is  a  market  artificially  pumped 
up  because  of  the  thinness  of  supply.  Shorts, 
whose  function  is  to  arbitrage  away  such 
phony  values,  have  been  put  out  of  action. 

So  the  folly  will  go  on  for  a  while  longer 
and  then  end  in  a  resounding  crash  for  many 
IPOs  and  concept  stocks.  If  you  have  been 
lucky  playing  this  part  of  the  market,  my  fer- 
vent advice  is:  Get  out  before  it  is  too  late.  In 
1983  we  saw  a  crash  of  70%  or  more  in  the 
prices  of  this  sort  of  stock.  Doesn't  anyone 
remember? 

When  a  short  position  of  any  size 
accumulates  in  a  hot,  thin  stock,  the 
shorts  are  fair  game. 


Along  with  this  mania,  happily,  I  can  still 
find  sound  values. 

A.G.  Edwards  {27)  is  a  solid  regional  bro- 
kerage house  headquartered  in  St.  Louis. 
Almost  60%  of  its  revenues  are  from  commis- 
sions, with  little  dependence  on  IPOs.  The 
stock  trades  at  a  p/e  of  9,  yielding  2.3%. 

Humana  (16)  had  a  disappointing  second 
quarter  that  knocked  it  down  almost  30%. 
Earnings,  although  likely  to  decline  slightly 
for  the  year,  should  increase  at  10%  to  15% 
over  time.  The  stock  offers  value  at  a 
price/earnings  multiple  of  14. 

Louisiana  Pacific  (22),  one  of  the  largest 
lumber  producers  in  the  free  world,  has  been 
more  than  halved  in  price  since  early  1994. 
Earnings,  likely  to  continue  to  be  under  pres- 
sure for  some  months,  should  begin  to  recov- 
er next  year.  The  stock  trades  at  a  p/e  of  2 1 
on  depressed  1997  estimates  at  1.5  times 
book,  and  yields  2.5%. 

Telefonos  de  Mexico  (32),  with  an  improving 
Mexican  economy  and  rate  increases,  should 
show  a  better  than  15%  earnings  increase 
from  1995's  lackluster  results,  with  a  further 
gain  likely  next  year.  The  stock,  down  more 
than  50%  from  1994,  looks  reasonable  at  cur- 
rent levels,  and  yields  2.8%. 

Tenet  Health  Care  (21)  owns  and  oper- 
ates 70  acute  care  hospitals,  6  rehab  facili- 
ties and  5  psychiatric  centers.  Earnings 
should  continue  to  move  up,  helped  in  part 
by  cost  savings  from  the  mergers  of  ami  and 
National  Medical  last  year.  The  stock  trades 
at  a  p/e  of  10.  mm 
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Fidelity  hasn't 
lost  its  touch 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor 
of  the  Alexandria, 
Va. -based  Hulbert 
Financial  Digest,  a 
monthly  service  that 
monitors  the  perfor- 
mance of  investment 
advisory  letters. 


This  has  not  been  a  good  year  for  the  pub- 
lic relations  department  at  Fidelity 
Investments,  the  world's  largest  mutual  fund 
management  company,  with  over  $400  bil- 
lion under  management.  The  financial  press 
has  been  filled  with  stories  questioning 
whether  Fidelity  has  lost  its  touch,  has  grown 
too  large.  In  my  view  these  are  the  wrong 
questions.  What  an  investor  needs  to  know 
is:  Can  Fidelity  funds  still  be  part  of  a  mar- 
ket-beating strategy? 

For  answers  I  turn  to  the  mutual  fund 
investment  letters  that  follow  only  Fidelity 
funds.  Over  the  last  12  months,  according  to 
the  Hulbert  Financial  Dijjest,  investment  let- 
ter portfolios  that  recommend  only  Fidelity 
funds  made  5%  more  than  the  average  non- 
Fidelity  fund  portfolio.  On  an  annualized 
basis  this  is  the  same  margin  by  which  the 
average  Fidelity-only  portfolio  has  beaten  the 
average  non-Fidelity  fund  portfolio  over  the 
past  eight  years.  No  sign  of  slippage  here. 

Furthermore,  the  ranks  of  the  top  perform- 
ing fund  letters  in  my  database  are  completely 
dominated  by  Fidelity-only  letters.  We  have 
eight  years  of  performance  data  for  56  sepa- 
rate mutual  fund  portfolios  from  27  invest- 
ment letters.  Only  five  of  those  portfolios 
have  beaten  the  market,  and  all  five  utilize 
Fidelity  funds  exclusively.  Two  of  these  five 
portfolios  are  recommended  by  Fidelity 
Monitor,  edited  by  Jack  Bowers.  One  of  them 
is  his  Select  System  portfolio,  which  invests 
only  in  Fidelity's  Select  (sector)  funds.  It  pro- 
duced a  21%  annualized  return  over  the  last 
eight  years,  in  contrast  to  a  15.8%  total  return 
for  the  Wilshire  5000. 

Another  of  these  market-beating  Fidelity 
portfolios  over  the  last  eight  years  is  recom- 
mended by  Fidelity  Insight,  edited  by  Eric 
Kobren.  This  is  his  Growth  portfolio,  which 
produced  a  15.9%  annualized  eight-year 
return.  (Two  other  Kobren  portfolios — his 
Growth  &  Income  and  Income  & 
Preservation  portfolios — came  close  to  beat- 
ing the  market  while  dramatically  reducing 
risk,  and  thus  have  beaten  the  market  on  a 
risk-adjusted  basis.)  Like  Bowers,  Kobren 
believes  that  Fidelity's  negative  publicity  is 
much  ado  about  nothing. 

The  final  two  portfolios  among  the  five 
investment  letters  that  have  beaten  the  mar- 


ket over  the  last  eight  years  are  the  Fidelity 
Select  portfolio  from  Timer  Digest,  edited  by 
Jim  Schmidt,  and  the  Fidelity  Select  Switchers 
portfolio  from  Stockmarket  Cycles,  edited  by 
Peter  Eliades.  The  former  has  gained  22.7% 
annualized  over  these  eight  years,  while  the 
latter  has  produced  a  17%  return.  To  be  sure, 

Over  the  last  12  months, 
according  to  the 
'Hulbert  Financial  Digest," 
investment  letter  portfolios 
that  recommend  only 
Fidelity  funds  made  5%  more 
than  the  average 
non-Fidelity  fund  portfolio. 


Eliades'  portfolio  has  slipped  recently,  lagging 
a  buy-and-hold  by  more  than  3%  annually 
over  the  last  three  years.  But  this  market-lag- 
ging performance  has  nothing  to  do  with 
Fidelity:  Eliades  for  several  years  has  been 
aggressively  bearish  on  stocks.  He  would  be 
lagging  the  market  by  even  more  but  for  a 
profitable  investment  in  Fidelity's  Select 
Precious  Metals  fund. 

So  don't  let  the  media  hype  throw  you  off: 
If  Fidelity  has  lost  its  touch,  the  figures  don't 
show  it.  Here  are  the  Fidelity  funds  currently 
most  recommended  by  the  investment  letters 
tracked  by  the  hfd: 

Among  diversified  equity  funds,  the  most 
popular — recommended  by  ten  letters  each — 
are  Equity  Income  II,  Dividend  Growth  and 
Value.  Among  Fidelity's  Select  funds,  the 
most  popular  are  Biotech  and  Food  & 
Agriculture,  each  of  which  is  recommended 
by  five  letters.  Among  Fidelity's  bond  funds, 
the  most  recommended  is  the  Capital  & 
Income  fund — also  recommended  currendy 
by  five  letters. 

But  remember:  These  funds  are  not  being 
recommended  by  these  letters  as  buy-and-hold 
candidates  forever.  Conditions  can  change, 
especially  at  Fidelity.  This  giant  organization 
offers  funds  for  every  occasion  and  every  sea- 
son. Not  all  of  them  will  do  well  at  the  same 
time.  That's  w  hy  these  investment  letters  can 
be  useful  in  helping  pick  the  best  fund  for  you 
within  the  Fidelitv  family.  ■ 
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The  world  according 
to  Larry  Tisch 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York 
and  author  of 
Silent  Investor 
Silent  Loser. 


Every  time  I  breakfast  with  Loews'  Larry 
Tisch,  I  run  back  to  my  office  and  sell  some- 
thing. Larry  is  not  a  natural  buyer  of  the 
Microsofts  or  Coca-Colas,  which  sell  at  25  to 
30  times  12-month  projected  earnings.  He 
seems  more  at  home  in  fixed-income  securi- 
ties. If  you  own  five-year  Treasurys  and  inter- 
est rates  spike  100  basis  points,  there's  no 
need  to  cry  yourself  asleep. 

Tisch  hasn't  been  sleeping.  Loews'  control 
positions  in  CBS  and  Diamond  Offshore 
Drilling  ripened  into  huge  winners.  Loews' 
net  asset  value  per  share  has  compounded 
high  midteens  the  past  decade  and  low  mid- 
teens  since  1990.  Lorillard,  on  the  books  at 
$600  million,  earned  $350  million  annually 
the  past  seven  years. 

Contrasting  Larry  Tisch  with  Warren 
Buffett  is  a  fruitful  exercise.  Not  that  Buffett 
isn't  worldly,  honest  and  wise,  too.  He 
preaches  value  investing,  yet  half  his  portfolio 
rests  in  high -multiple  growth  plays  like 
Disney,  Gillette  and  Coca-Cola.  The  contrasts 
cut  deeper.  Prior  to  the  Geico  acquisition, 
Buffett's  insurance  group  held  for  investment 
$23.4  billion  in  equities  but  only  $821  mil- 
lion in  bonds.  Loews  is  the  reciprocal:  equi- 
ties just  $1.2  billion,  and  $37.5  billion  in 
bonds  and  short-term  paper.  The  bonds 
Loews  owns  have  a  maturity  of  not  more 
than  three  years. 

What  we  have  here  is  the  Omaha  hare  ver- 
sus the  Manhattan  tortoise.  How  goes  the 
race?  Over  the  past  five  years  Berkshire's  net 
asset  value  compounded  at  26%.  Loews 
showed  14%.  Not  surprising  with  Buffett  in 
stocks,  Tisch  in  bonds. 

Everyone  knows  Buffett  outperforms  the 
stock  market.  He  puts  it  up  front  in  his  annu- 
al. Tisch  doesn't  tell  you  that  he  has  outper- 
formed the  bond  market,  but  it  looks  that 
way  to  me.  The  Shearson  Lehman  Brothers 
intermediate  bond  index  compounded  at  8% 
for  the  1991-95  period,  a  bit  more  than  half 
what  Tisch  delivered.  But  there's  no  question: 
Stocks  have  been  the  place  to  be. 

The  market  has  reacted  hyperactively  to 
Buffett's  fast  foot.  The  premium  for  Berkshire 
Hathaway  widened  dramatically  over  the  past 
five  years,  while  Loews  has  underperformed 
the  Standard  &  Poor's  500  Index. 

Over  the  past  decade  Loews  has  reduced 


its  capitalization  by  30%.  When  your  stock  is 
selling  near  net  asset  value,  it's  a  smart  thing 
to  do.  I  question  Coca-Cola's  buying  in 
stock  selling  at  30  times  next  year's  earn- 
ings. Buffett  can't  afford  to  buy  in  stock 
over  2  times  book  value,  either.  He  just  sold 
some  equity  for  Berkshire,  which  makes 
more  sense. 

Buffett  has  become  a  folk  hero.  His  share- 
holder list  has  grown  from  5,000  to  more 
than  40,000  since  the  recent  stock  underwrit- 
ing. Loews'  is  down  from  more  than  5,000  to 
3,700.  Buffett  runs  a  show  for  shareholders, 
while  Tisch  speaks  in  short  phrases  and  pub- 
lishes a  bland  annual  report. 

"Do  you  ever  go  into  a  supermarket?" 
Tisch  asked  me.  "All  the  time,"  I  exaggerat- 
ed. "The  price  differential  between  name- 
brand  chocolate  cookies  and  private  brands  is 

Larry  Tisch  buys  low 
and  sells  high. 
Warren  Buffett  buys  low 
and  holds  and  holds. 


approximately  50%,"  he  said.  "You  can  get 
away  with  this  for  so  long,  and  then  the  con- 
sumer revolts.  So  far  Coca-Cola  is  one  of  the 
few  [brands]  that  has  held  market  share." 

Tisch  buys  low  and  sells  high.  Buffett  buys 
low  and  holds  and  holds.  For  Tisch  every- 
thing is  for  sale  at  a  price — hotels,  CBS,  semi- 
submersible  drilling  rigs  and  oil  tankers 
bought  near  scrap  value  at  the  bottom  of 
their  cycle.  Tisch  focuses  on  assets  and  what 
their  cash  flow  can  yield  him.  When  the  mul- 
tiple of  cash  flow  bottoms  at  4  or  5  times  val- 
uation, he  is  a  likely  buyer.  When  the  multiple 
gets  to  10  or  11,  he's  a  seller.  When  I  see  sec- 
ond-rate retailers  and  drilling  platform  under- 
writings  at  1 1  times  next  year's  projected 
results,  I  think  of  what  Larry  would  do  and 
pass  them  by. 

Right  now  the  entire  world  sells  at  ten 
times  cash  flow.  At  market  bottoms  it  is  half 
that.  Today  it's  too  rich.  Tisch  has  no  idea 
what  will  make  the  market  implode.  It  could 
be  foolish  speculation,  the  end  of  outrageous 
public  participation  or  a  macroeconomic 
event  that  blindsidcs  everyone. 

If  the  market  implodes,  bonds  probably 
will  rally,  and  Tisch  is  there.  I  don't  discount 
either  player,  but  Buffett  is  for  the  bulls  and 
Tisch  for  the  bears — not  the  chronic  ones  but 
the  bears  who  know  when  it's  time  to  pick  up 
the  pieces. 

Atalanta/Sosnoff  Capital  and  Martin  Sosnoff 
own  shares  in  Loews.  m 
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Can  an  old  boss 
learn  new  tricks? 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford,  Conn.- 
based  STI 
Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


Who  do  you  know  who  would  work  for  a 
buck  a  year?  A  careful  reading  of  this  year's 
Masco  Corp.  proxy  statement  says  that 
Richard  Manoogian,  chairman  of  the  board 
and  chief  executive  officer,  is  prepared  to  do 
just  that.  Based  on  his  company's  past  per- 
formance, there  are  those  who  would  say 
that  at  a  dollar  a  year  he  is  still  significantly 
overpaid. 

Not  that  he's  really  working  for  nothing: 
Instead  of  the  $1.4  million  compensation  in 
1995,  and  similar  amounts  in  prior  years, 
Mr.  Manoogian  will  get  an  option  to  buy 
1  million  shares  of  Masco  stock  at  41,  exer- 
cisable over  the  next  three  years.  If  that  price 
is  not  reached  in  three  years,  the  exercise 
price  then  rises  to  50  for  the  next  two  years. 
He's  going  to  have  to  reach  to  make  money 
on  those  options:  The  initial  exercise  price  of 
41  equals  the  alltime  high  for  the  stock  in 
early  1987,  almost  ten  years  ago,  and  repre- 
sents a  41%  premium  to  today's  price  of  29. 

Does  this  mean  that  the  company  is  finally 
going  to  be  run  for  the  benefit  of  the  share- 
holders? My  answer  is,  most  probably  yes.  In 
the  past  Masco  has  been  run  more  like  a  pri- 
vate family  enterprise  than  a  public  company. 
Some  years  ago  I  visited  its  corporate  head- 
quarters in  Taylor,  Mich,  and  was  amazed  to 
see  an  art  collection  that  would  be  the  envy 
of  most  museums. 

Manoogian's  collection  of  acquisitions  was 
much  less  impressive  than  his  collection  of 
paintings.  In  1986  he  made  the  unfortunate 
decision  to  become  a  major  participant  in 
the  home  furnishings  business.  He  then  pro- 
ceeded to  acquire  properties  that  are  now 
being  sold  for  $1  billion,  $650  million  less 
than  the  amount  invested. 

When  this  sale  is  completed,  Masco  will 
again  be  the  same  high-profile  building  and 
home-improvement  company  that  investors 
were  prepared  to  pay  premium  multiples  for 
during  the  1970s  and  early  1980s.  Its  con- 
tinuing products  include  Delta/Peerless 
faucets,  Merillat  cabinetry,  Welser  locks, 
Therador  appliances  and  Baldwin  Brass. 

It  was  the  excellence  of  these  products 
that  got  Manoogian  into  trouble.  They 
threw  off  so  much  cash  he  felt  impelled  to 
reinvest  it.  He  picked  the  wrong  businesses, 
businesses  he  knew  little  about.  According  to 


the  proxy  statement,  Manoogian  owns  4.4 
million  shares  of  Masco  stock  worth  $132 
million.  He  would  have  been  much  richer 
had  he  reinvested  Masco's  surplus  dollars  in 
an  index  mutual  fund.  The  $1.65  billion  he 
turned  into  $1  billion  would  be  worth  over 
$3  billion.  Little  wonder  he  and  the  board 

Masco  boss  Manoogian's 

collection  of  acquisitions 

was  much  less 

impressive 

than  his  collection 

of  paintings. 


are  finally  interested  in  improving  sharehold- 
er value  and  behaving  more  like  a  public 
company. 

Changing  the  culture  of  a  company  is  a 
tall  order.  Now  what  is  required  is  the  sale  of 
both  the  MascoTech  and  TriMas  holdings — 
companies  that  Manoogian  created  and  spun 
off  during  his  diversification  spree.  The  next 
step  should  be  using  future  excess  cash  flow 
and  the  newly  freed  cash  to  buy  back  shares 
and  increase  the  dividend.  Having  been 
rather  unsuccessful  at  reinvesting  itself,  the 
company  would  do  well  to  give  the  excess 
cash  to  its  shareholders  and  let  them  try  their 
luck  with  it. 

Currently  the  stock  is  certainly  cheap 
enough  to  warrant  purchase  based  on  plans 
already  announced,  even  though  much  more 
is  required.  Operating  earnings  are  estimated 
at  $1.85  and  $2.20  per  share  for  this  year 
and  next,  producing  earnings  multiples  of 
15.7  times  and  13.2  times,  respectively. 
Masco's  impressive  array  of  products 
deserves  a  valuation  premium  to  the  market 
rather  than  the  discount  at  which  they 
currently  sell. 

For  the  time  being,  a  more  conservative 
valuation  seems  more  appropriate,  but  even 
the  current  market  multiple  would  produce  a 
price  of  36  over  the  next  year.  This  is  not  a 
shabby  return,  but  still  not  sufficient  to  put 
Mr.  Manoogian's  option  in  the  money.  With 
his  options  in  place  of  salary,  he's  betting  he 
can  do  much  better  than  that  in  the  fairly 
near  future.  Hi 
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The  curse 
of  corruption 


BY  STEVE  H.  HANKE 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at  The 
Johns  Hopkins 
University  in  Baltimore. 


Honesty  really  is  the  best  policy. 
Corruption  is  more  than  a  moral  curse. 
Bribes  and  other  payments  for  government 
goodies  are  nothing  more  than  unauthorized 
taxes.  And  as  the  World  Bank  documents  in 
its  1996  Development  Report,  these  taxes  dis- 
courage honest  entrepreneurs,  inhibit  private 
investment  and  restrain  economic  growth. 

In  June  the  Berlin-based  Transparency 
International  issued  its  annual  report  on  cor- 
ruption. Of  the  54  countries  surveyed,  New 
Zealand  was  the  least  corrupt,  while  Nigeria 
was  the  most.  Why  are  some  countries  cleaner 
than  others? 

For  corruption  to  exist,  there  must  be 
opportunities  to  run  this  black  market,  and 
these  opportunities  are  a  function  of  the  size 
and  power  of  the  state.  The  greater  the  role 
of  the  state  in  the  economy,  the  more  oppor- 
tunities to  reap  gains  by  bribing  officials.  By 
shrinking  the  state,  the  potential  opportuni- 
ties to  engage  in  corruption  can  be  reduced. 

The  data  support  this  logic.  There  is  less 
corruption  in  countries  where  the  power  of 
the  state  is  lower  and  economic  freedom  is 
higher.  For  example,  according  to  Economic 
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Freedom  of  the  World  (1996),  New  Zealand 
received  an  A  for  economic  freedom  (on  an  A 
through  F-  grading  scale),  Nigeria  an  F-. 

Opportunities  for  gain  represent  only  half 
of  the  government  corruption  picture.  Costs, 
such  as  the  likelihood  of  being  detected  and 
punished  and  the  severity  of  the  punishment, 
represent  the  other  half.  By  increasing  the 
costs  of  punishment,  corruption  can  be 
reduced. 

The  data  also  support  this  conclusion.  Anti- 
corruption  ratings  are  higher  in  countries  with 

By  shrinking  the  state,  the 
potential  opportunities  to  engage 
in  corruption  can  be  reduced. 


stronger  judicial  systems.  The  chart  shows  this 
relationship.  Most  developing  countries  are 
cursed  by  corruption  precisely  because  the 
rule  of  law  is  tenuous.  Hence  the  chances  of 
being  detected  and  prosecuted  for  participat- 
ing in  the  corruption  black  market  are  low. 

The  chart  contains  one  apparent  anomaly, 
Singapore.  Even  though  Singapore's  judicial 
system  received  the  lowest  possible  rating  (0), 
that  city-state  received  a  very  high  anticorrup- 
tion  rating  (8.8).  The  severity  of  punishments 
meted  out  in  Singapore  explains  this  discrep- 
ancy Caning,  or  worse,  awaits  the  unlucky 
violators  who  are  caught  and  prosecuted. 

Many  developing  countries  have  begun  to 
liberalize  their  economies  and  rein  in  the 
power  of  their  governments.  This  has  stimu- 
lated economic  growth  and  reduced  opportu- 
nities for  corruption.  But  unfortunately,  too 
many  developing  countries  have  failed  to  real- 
ize that  the  foundation  for  a  market  economy 
rests  not  only  on  economic  freedom  and  lim- 
ited government  but  also  on  a  sound  judicia- 
ry and  the  rule  of  law.  By  failing  to  revamp 
their  unprofessional  and  unpredictable  judi- 
ciary systems,  these  countries  are  cursed  by 
corruption. 

Argentina  is  a  case  in  point.  According  to 
Economic  Freedom  of  the  World,  Argentina  has 
realized  the  second-largest  increase  in  eco- 
nomic freedom  in  the  world  since  1990.  But 
Argentina  is  still  plagued  by  a  low  anticorrup- 
tion  rating  (3.41).  That's  why  Minister  of  the 
Economy  Domingo  Cavallo  declared  war  on 
corruption  last  August  when  he  called  for  an 
overhaul  of  the  judicial  system.  Cavallo  knows 
that  economic  freedom  must  be  combined 
with  respect  for  the  law  to  achieve  maximum 
prosperity.  Only  by  redeeming  the  judiciary 
will  Argentina  be  able  to  reduce  corruption 
and  complete  its  transition  to  a  well-oiled 
market  economy.  IH 
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Whose  phone 
is  it,  anyway? 

Hassled  by  phone  pitches?  It's  going  to  get  worse. 

By  Alexandra  Alger 


There's  a  good  reason  why  U.S. 
businesses  are  spending  $80  billion  a 
year  on  telemarketing,  more  than 
twice  what  they  spend  on  direct  mail. 
It  works. 

Which  is  why  telemarketing  has 
made  folks  like  Ted  Schwartz  rich. 
Schwartz  founded  APAC  TeleServices, 
Inc.,  which  went  public  in  1995 
(Forbes,  May  20). 


Phones  have  always  had  advantages 
over  direct  mail — the  client  is  captive 
and  the  feedback  immediate.  But 
telemarketing  was  expensive  and  inef- 
ficient. Agents  spent  most  of  their 
time  just  trying  to  reach  people  on 
the  phone,  and  the  results  were  hit- 
or-miss.  That  was  before  the  advent 
of  predictive  dialers.  Loaded  with 
screened  numbers  of  prospective 


buyers,  the  dialer  will  launch  a  stream 
of  calls.  When  it  recognizes  a  human 
voice  (instead  of  a  busy  signal  or  an 
answering  machine),  it  routes  the  call 
to  an  available  agent  within  a  twenti- 
eth of  a  second.  There  are  no  wasted 
calls,  and  agents  spend  no  time  dial- 
ing. Penetration  is  also  better,  since 
predictive  dialers  continue  to  call 
numbers  that  are  busy  or  don't 
answer. 

ASPI  Software  Development  of 
Bethesda,  Md.  has  come  out  with 
software  that  even  goes  through  cus- 
tomer call  records  and  builds  a  histo- 
ry of  the  best  time  to  reach  you. 

The  calls  are  better  targeted,  too. 
Many  companies  mine  databases 
from  outfits  like  Polk,  TRW  or  Data- 
base America.  They  know  your 
household  income,  what  kind  of  car 
you  drive,  how  many  kids  you  have, 
and  more. 

Telemarketers  have  your  number — 


"You  notice  how  these  telephone  pitches  always  come  just 
when  you're  about  to  achieve  satori?" 
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even  if  it  is  not  listed.  Ever  tilled  out 
a  credit  report?  Or  a  warranty  card? 
Or  called  an  800  number  to  order 
something?  Your  phone  number  can 
be  automatically  grabbed. 

You  can  look  forward  to  more  calls 
from  financial  institutions.  "If  we 
don't  do  it,  we'll  be  losing  business," 
says  Keith  Patten,  chairman  of 
Camden  National  Bank  in  Camden, 
Me.  "We'll  need  to  be  careful, 
though,"  he  adds.  "If  I  told  my  wife 
what  we  were  doing,  she'd  caution  me 
to  death.  She  just  hates  all  those  calls. " 
She  isn't  alone.  James  Rosenfield,  a 
San  Diego-based  direct  marketing 
consultant,  recently  groused  in  Direct 
Marketing  magazine:  "How  many 
times  can  I,  as  a  consumer,  tolerate  a 
stranger  calling  me  'James,'  or 
butchering  my  last  name,  before  I 
scream  for  mercy?" 

No  one's  listening,  James.  Least  of 
all  the  phone  companies,  already 
among  the  worst  dinner-interrupters. 
Thanks  to  deregulation,  expect  even 
more  phone  pitches  from  the  likes  of 
AT&T,  MCI,  Sprint,  local  phone  com- 
panies and  cable  carriers. 

Larry  Kaplan,  who  runs  Tele  Busi- 
ness USA,  a  telemarketing  service  in 
Northbrook,  111.,  warns:  "You  think 
it's  bad  now — it's  going  to  get  worse." 


You're  not  even  safe  in  the  office. 
Business-to-business  selling  by  phone 
is  getting  hotter.  "A  lot  of  our 
clients — including  Xerox  and  the 
U.S.  Postal  Service — use  telemarket- 
ing to  generate  leads  for  sales,"  says 
Ellen  Ryan,  director  of  telemarketing 
at  Wunderman  Cato  Johnson  in  New 
York,  currently  the  nation's  second- 
largest  direct  marketing  agency.  "It's 
more  cost-effective  than  having  sales- 
people out  there  cold-calling." 

Telemarketers  have  your 
number— even  if  it's  not 
listed.  Ever  filled  out  a 
credit  report.3  If  you  call  an 
800  number,  your  number 
can  be  automatically  grabbed. 


If  you've  had  enough  of  telemar- 
keting pitches,  there  are  a  few  things 
you  can  do  to  cut  down  on  them. 
First,  write  the  Direct  Marketing 
Association,  which  maintains  a  "don't 
call"  list  that  it  sells  to  companies  that 
telemarket  nationally.  Send  your  name, 
address  and  phone  number  to  Tele- 
phone Preference  Service,  c/o  DMA, 


Box  9014,  Farmingdale,  N.Y.  11735- 
9014.  Of  course,  there's  no  guarantee 
you'll  get  off  every  database,  and 
you'll  remain  on  local  lists.  It'll  be 
three  to  six  months  before  you  notice 
any  change,  since  DMA  only  updates 
its  no-call  list  quarterly.  You'll  be 
deleted  from  the  list  after  five  years 
and  will  have  to  reapply. 

Telemarketers  are  required  to  take 
you  off  their  lists  if  you  ask  them  to, 
under  Federal  Trade  Commission  and 
Federal  Communications  Commission 
rules.  If  you  keep  getting  calls  that  you 
don't  want,  call  the  FCC  (202-632- 
7553)  or  report  the  business  to  your 
state  attorney  general's  office. 

A  more  direct  remedy  is  Caller  ID. 
Now  available  through  most  phone 
companies  (for  about  $5  to  $9  per 
month),  the  service  flashes  the 
number  (and  in  some  places,  the 
name)  of  the  caller  when  your  phone 
rings.  If  it's  somebody  you  don't  rec- 
ognize, you  can  let  your  answering 
machine  pick  up  the  call.  The  tele- 
marketers' calls  cease  before  being 
recorded. 

It's  a  Hobson's  choice:  Put  up 
with  the  damned  calls  from  telemar- 
keters and  others  or  pay  the  tele- 
phone company  $80  a  year  to  screen 
them  out.  H 


How  to 
screen  and 
block  calls 

Caller  id  permits  you  to 
see  the  numbers,  and  in 
some  areas  the  names,  of 
anyone  dialing  you.  It 
works  on  both  in-state 
and  out-of-state  calls; 
eventually  international 
calls  will  also  be  dis- 
played. Cost  of  the  ser- 
vice generally  ranges 
from  $5  to  $9  per 
month. 

The  basic  display 
unit — showing  only 
the  caller's  number- — is 
still  free  sometimes. 
Units  displaying  both 
name  and  number  start 


at  about  $50. 

About  10%  of  U.S. 
households  already  have 
Caller  ID,  and  that 
number  is  expected  to 
grow  rapidly.  The  last 
state  to  offer  it,  Califor- 
nia, is  joining  the  pack 
this  summer.  But  the 
system  still  isn't  foolproof. 
Many  pay  phones  aren't 
hooked  in;  ditto  most  cel- 
lular phones.  And  calls 
that  come  from  an  office 
tend  to  display  a  main 
number,  not  the  caller's 
extension. 

What  about  blocking 
your  number  from  being 
displayed  on  others' 
Caller  id  systems? 
Remember,  if  you  call  any 
number,  your  number 


could  be  automatically 
recorded.  And  it  could 
then  wind  up  being  ped- 
dled around  to  all  kinds  of 
telemarketers— even  if  it  is 
unlisted. 

The  FCC  has  come  up 
with  a  solution  of  sorts. 
Since  Dec.  1,  it  has  man- 
dated that  telephone  com- 
panies give  customers  a 
way  to  block  the  transmis- 
sion of  their  names  and 
phone  numbers  on  a  per- 
call  basis,  free  of  charge. 
To  block,  punch  *67 
before  making  your  call. 
Any  phone  customer  can 
do  this. 

Do  you  want  your 
number  blocked  indefi- 
nitely? Phone  companies 
in  roughly  two  dozen 


states,  including  Califor- 
nia, New  York,  Texas  and 
Pennsylvania,  permit  this. 
To  unblock  a  particular 
call,  punch  *82.  Call  your 
phone  company  for  infor- 
mation. Cost:  nominal,  if 
anything  at  all.  Otherwise 
you're  doomed  to  hitting 
*67  before  every  call. 

But  wily  phone  compa- 
nies have  made  permanent 
blocking  very  tough.  Say 
you  want  to  order  some 
merchandise  but  have  had 
your  number  permanently 
blocked  or  have  punched 
*67  before  the  call.  You 
could  get  a  recorded  mes- 
sage that  says,  in  effect, 
"If  you  want  to  get 
through,  unblock  your 
phone."  -A.A.  m 
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the  aulhor.  (Available  while  supplies  last.lYour  subscription  to  Value  Line 
i  may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 

\         order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 


\ 


Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  916C29)  American  Express,  MasterCard  or  Visa.  24  hours  a  day.  7  days 
K  a  week.  If  you  are  noi  completely  satisfied  return  all  matenals  in  qood  condition  within  30  A 
\.  days  from  the  start  of  your  subscnption  lor  a  full  refund  of  your  fee.  Allow  4  weeks  for  / 
x.      delrvery  NY  residents  add  sales  tax  Foreign  rates  upon  request 
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^^The  Value  Line  Investment  Survey® 

PO  Box  3988  New  York. 
^-^NY  10008-398R_--^' 


NVESTOR  RELATIONS  SERVICES 


BUSINESS  OPPORTUNITIES 


OTC 


OrC  Financial  Network 

Premiere  Research-Driven  Investor  Relations 

•  Custom  Research  Reports 

•  Complete  Range  of  IR  Services 

Contact:  Geoffrey  Eiten 

Toll  Free:  888-439-2787 
http://www.otcfn.com  J 


How  Wealthy  Investors 
Average  60.8%  Annually 

If  you  had  invested  $25  K  in  one  of  our 
managed  futures  programs  in  Mar.'89,  your 
account  would  now  be  worth  $430,203! 

Call  For  FREE  Report 
1-800-619-0106  Ext.  386 

Lloyd.  Stevens  &  Co.  30  Wall  Si.  NY  NY  10005 
Past  Performance  Doesn't  Guarantee  Futute  Results 


BUSINESS 
PARTNER 

$100,000+  INCOME  POTENTIAL 


Lucrative  opportunity  offering  (wo 
unique,  "bottom-line"  consulting 
services  to  a  broad  spectrum  of 
companies.  Ranked  by  Money 
magazine  among  the  top  10  home- 
based  businesses  with  best  growth 
and  highest  income  potential.  Train- 
ing and  support  provided  by  affiliate 
of  a  30-year-old  CPA  firm.  If  you  are 
a  good  communicator  and  have  a 
strong  desire  for  personal  and 
financial  independence,  call  for  de- 
tails with  NO  OBLIGATION. 
Moderate  investment  required. 

CaHl/  800-660-0330 

\  Mon-Fri 
"-^gSr  v  9am-5:30pm,  C'DT 


DIVERSIFY  YOUR  PORTFOLIO 
Learn  to  Trade  Commodity 
Futures  and  Options 

Call  JACK  CASE  1-800-382-0882 
Fax  1-419-385-6897 

Alaron  Trading  Corp 

There  is  risk  of  loss  in  futures  Hading 


Build  a  successful  business 

using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
S7k  investment;  800-605-3744 


BULL  MARKET  WILL  END  SOON. 

Order  a  sample  copy  of  "Moderate 
Trader" to  find  out  when  it  will  end.  Send 
$4  check  or  money  order  to: 

Evergreen  Publishing,  Inc. 

5350  N.  Lincoln  Ave. 
Box  124-F15 
Chicago,  IL  60625 


Confidential  Banking! 


We  Offer: 
•Protection  from  Lawsuits 
•Banking  Privacy  &  Brokerage  Services 
•Reduction  or  elimination  of  taxes 
•Asset  Protection  and  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 

Merrill,  Scott  Aagociatea 


$80  For  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  Medical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471  -1 280. 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LLC's. 


*25 


plus 

state  fees 


1 800-318-7407 

MIJ02-652-S7W 

http://www.corpco.coin 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas.  BVI,  Cayman 
Trusts  -  Bank  &  Securities  Accts 
CreditCards  -  Address  &  Phone  Service 

(800)551-9105  U^ersaig 

 http://www.ifu.net/ucs  


SPEAK  &  GROW  RICH 

Int'l  seminar  company  offering  a 
proven  opportunity.  Products 
endorsed  by  major  corporations. 
Complete  training  and  support. 
Unlimited  potential. 

(905)  678-7088 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft, 
Boat  &  Shelf  Corporations. 
VciauxirV  Call/ Write  for  FREE  KIT: 
Mftv/Vrv      P  O.  Box  484-FB 
|L  ■*  Wilmington,  DE  19899 

m  L>td  800-321-CORP-  302-652-6532 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Frcincorp 

Specialists  m  Franchise  Development  FB 

Hew  Yot»»Critigo'[.<.  fl^ggt^*         »L « M»co City » Buenos Am 


MISCELLANEOUS  FOR  SALE 


I N  V  E  S  T  M  E  N  T  ( ;  E  M  S  T  O  N  E  S 
GUARANTEED  LIQUIDITY!: 
We  hu>  &  sell  Diamonds 
and  all  Precious  (iemstones. 
Free  wholesale  catalog  since  I967! 
Member:  Jewelers  Hoard  of 
t  rade  &  Chamber  oj  Commerce. 

HOUSE  OF  ONYX 
I  Main  St.,  Greenville.  KY  42345 
l -800-H44-31UU  or  FAX  5<l2-.V1S-9ftl)5 


EDUCATIONAL  SERVICES 


University  Deqrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin.  Public  Admin 

Health  Care  Admin,  Human  Resources. 
Finance,  International  Business.  Tech  Mgmt. 
Law,  Paralegal,  Psychology  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St- F.  Santa  Ana,  CA  92705 


FREE  VIDEO  3SSS 


BACHELOR  •  MASTER  •  DOCTORATE 

I  •Management  •Education  •Mediation 

I  •Engineering    •Computer  Science  •Holistic  Care 

I  •Theology       •Chemical  Dependency  •Paralegal 

I  •Law  •  Hotel  &  Restaurant  •  Grad  Teache 


La  Salle 


(800)955-8879^ 


University  MandevilleTA  8704 


DOWNLOAD 
ASIA  INTO 
YOUR  PC. 


THE  ASIA  7500 


Asia's  7500 
Largest  Companies 

NOW  ON  DISK! 

Buy  now  at  50%  savings! 
Charter  introductory  price 
only  $750.00  Plus  a  free 
one- year  subscription  to 
New  Asia  Review 
quarterly  journal. 

CALL  or  FAX 
(205)  222-9754 
FOR  DETAILS 
10  Bay  Street. 
Westport.  CT  06880 


Forbes 

CAPITALIST  TOOL 


Reach    the  Affluent* 


Fbrbes 


Classifie 


The  Vacation  of  Gl,ide 
a  Lifetime. ^&&0 


The 
Yacht 
Charter 
Guide 


is  your  ticket 
lo  gel  ihere  Detailed 
listings  include... 

•  500  pages  of 
Int'l  Listings  &  Photos. 

•  Bareboal  (skipper-yourselO  Companies  &  Fleets 

•  Charier  Brokers  &  Yacht  Mngt  Companies 

•  Dewed  Power  &  Sail  Yachts  &  Canal  Barges 

•  Charter  Rates  6r  Yacht  Descriptions 

The  Most  Complete  Directory 
ot  its  Kind  in  the  World! 

Call  Today  (617)  497-7104 

104  Ml.  Auburn  Su  Cambridge.  MA  02138 
Fax:  (617)  868-5335 


EXECUTIVE  GIFTS 


Back  pain? 


Based  on  the  Alexander 
Technique,  PosturEvolution  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
!   to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing— Stop  SM 
Washington,  DC  20401 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


AH-inclusive  fractional  ownership  of 
Learjet '  and  Challenger  '-  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


t 


BUSINESS 

JebSolutions 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


[Franchising. 

I  Franchise  your  business  for  growth  I 
I  and  success  Call  Franchise 
|  Developments,  Inc..  the  nation's  most  | 
■  experienced  franchise  consulting  firm.  ( 
jj412)  687-8484  or  800-576-5115  pQ| 


CAPITAL  AVAILABLE 


Now  any  small  business  can 
raise  up  to  SI  million  equity 
capital  and  go  public  under  new 
SEC  Small  Corporate  Offering 
Registration(SCOR)  guidelines. 

DataMerge's  SCOR  Kit  can 
help  you/your  clients  find 
investors  and  get  capitalized  in 
just  30  days!  FREE  INFO 

FAXED  800-580-1188 


L     L     U  L 


W^fRKS 

The  Nation's  Leading  Cellular  Phone 
and  Accessory  Supplier 
Lowest  Prices  Same  Day  Shipping 


1-800-822-9675 


CALL  TODAY  FOR  A  FREE  CATALOG! 


m  mm \ 
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EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


ART/COLLECTIBLES 


f  14  TOMCAT 


•  t6'  ro  77  moderj  ore  hand- 
crafted from  solid  mahogany  with 
hondpairtled  monungs  and  oe'oiK 

•  Over  160  modeii  in  nock 

•  Pr,cedtrom$9950 

•  Sotislocfion  guaranteed 

Coil  1-800  950  9944 


I  Xt  II  If 


WOtU'SlfAHNGMUCOS 


1*2-55  Nor*  /9*  Street 
60?  991  »*'  — 


End  Roofing  Worries 


RUSTIC  SHINGLE 

Wood  Shake  Beauty 
Lifetime  Warranty 
Maintenance  Free 

Fire  Safe 
Proven  Since  1959 

PO  Box  701,  Dept.  F,  Piqua,  OH  45356 


1-800-543-8938 


SALVADOR  DALI 


"Drawers  of  Memory" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare.  Authentic, 
Dali  Limited  Editions  From  The 
#1  Source  of  Dali  Graphics 

SILVERSTATE  FINE  ART 

Color  Catalog  Available 
1-800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  620-2440  or  FAX  (212)  620-2472,  e-mail:  lloren@forbes.com 
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Congratulations 
to  (hoMk  who  w  vrv  trophy 
'inner*  at  this  .year's 
FCS  Portfolio  Awards... 


WSgNm 


John  Alden  Life  Insurance, 
The  Mandala  Agency;  American  Express, 
Wunderman  Cato  Johnson;  American  Stock  Exchange, 
Merkley  Newman  Harty;  BayBank,  CPS  Direct;  Chase  Manhattan  Bank, 
Sigma  Marketing  Group;  Chase  Manhattan  Bank,  Selkowitz,  Inc.;  Chemical  Bank, 
McCann-Erickson;  Citibank,  J.  Walter  Thompson;  Franklin  Bank, 
Solomon  Friedman  Advertising;  Glendale  Federal  Bank,  BBDO  West; 
GreenPoint  Savings  Bank,  Brouillard  Communications;  G.T.  Global,  Citigate  Albert  Frank; 
Hambrecht  &  Quist,  Citigate  Albert  Frank;  Heller  Financial,  David  Cravit  &  Associates; 

Herbert  L.  Jamison  Co.,  Kaufman  Advertising;  Keyport  Life  Insurance,  Cohn  Goodly 
Norwood;  M  &  T  Bank,  Crowley  Webb  &  Associates;  Merrill  Lynch,  Bozell  Worldwide; 
Nationwide  Life  Insurance,  Ketchum;  Rochester  Community  Savings  Bank, 
Saatchi  &  Saatchi  Business  Communications;  Santa  Barbara  Bank  &  Trust, 
Evans,  Hardy  &  Young;  Charles  Schwab,  Cohn  Godley  Norwood;  TransAmerica, 
Grey  Advertising;  Union  Bank  of  Switzerland,  Citigate  Albert  Frank. 


TManK  yOU  TO  Ml  THOJF 
WHO  MM>F  THF  FVf NT 


Nftjct 


Benefactors:  Advertising  Age; 
W.E.  Andrew  s  Go.  Inc.;  Business  Week; 
Citigate  Albert  Frank:  Fala  Direct  Marketing;  SmartMoney; 
The  Wall  Street  Journal;  Westvaco;  Worth  Magazine.  Supporters: 
Barron's:  GFO  Publishing:  Continental-Anchor  Ltd.:  Design  Matters; 
Doremus  Advertising;  The  Economist:  Forbes:  Institutional  Investor: 
Mutual  Funds  Magazine:  The  New  York  Times;  Pensions  &  Investments: 
Prestige  Graphics;  USA  TODAY.  Contributors:  Brouillard  Communications; 
DM  News:  Financial  Times:  Fortune:  International  Herald  Tribune: 
Merkley  New  man  Harty:  The  New  York  Observer:  Schneider  & 
Associates:  US  BANKER:  and  Weisman  &  Associates.  Inc. 


For  more  information,  call  1-800-FCS-AWARD. 


NANCIAL      COMMUNICATIONS  SOCIETY 

PORTFOLIO 

WAR 


EDITED  DY  DERO  A.  SAUNDERS 


An  early  75hp 
tractor  with  a 
combine  har- 
vester (below) 
was  able  to  take 
the  place  of  sev- 
eral dozen  horses 
in  the  wheat 
fields. 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Aug.  1,  1926) 
"Financial  eminence  has  its  draw- 
backs. The  life  of  J. P.  Morgan  has 
oftener  than  once  been  in  danger,  not 
because  of  anything  he  has  done,  but 
simply  because  he  typifies  large-scale 
finance  in  the  eyes  of  the  people. 
Once  a  would-be  assassin  almost 
'got'  the  banker.  J. P.  then  proved  that 
he  is  absolutely  fearless.  He  still  is, 
but  his  partners  insist  upon  taking 
precautions.  Every  time  Mr.  Morgan 
leaves  his  banking  house,  a  husky, 
well-armed  bodyguard  walks  close 
behind  him." 

"When  Mussolini  dictates,  he  dic- 
tates. He  uses  the  iron  fist,  without 
bothering  to  clothe  it  in  a  glove. 
Strikes  have  been  forbidden.  The  al- 
mighty Mussolini  will  give  both 
employers  and  employees  their  orders 
should  disputes  arise.  No  czar,  no 
emperor,  no  king,  no  dictator  in 
modern  times  has  dared  to  treat  his 
people  as  Mussolini  has  made  bold  to 
treat  Italians  of  all  stations,  from  the 
king  and  statesmen  and  capitalists  to 
the  lowest  laborers." 


60 


years  ago 


(From  the  issue  of  Aug.  1,  1936) 
"Before  the  Federal  Trade  Com- 
mission had  taken  a  single  step 
toward  enforcement,  the  first  six 
weeks  of  the  [Robinson-Patman] 
act's  life  led  Goodyear  Tire  &  Rubber 
to  cancel  its  storm-tossed  contract  to 


make  tires  for  Sears,  Roebuck 
because  the  terms  of  the  act  'are  such 
that  Goodyear  was  unable  to  fulfill 
the  requirements  of  the  contract.'" 

"World's  largest  cotton-textile  mill, 
Amoskeag  of  Manchester,  N.H., 
reaches  end  of  road  when  court 
orders  immediate  liquidation  of  132- 
year-old  company,  once  employer  of 
15,000.  Reasons:  overcapacity  of  its 
industry,  competition  from  South." 

50  years  ago 

(From  the  issue  of  Aug.  1,  1946) 
"An  indication  of  the  extent  to 
which  agriculture  is  mechanized  is 
the  annual  half-billion-dollar  busi- 
ness conducted  by  dealers  in  the 
servicing  of  farm  machinery.  With 
an  estimated  500,000  tractors  ready 
for  the  junk  pile,  manufacturers  face 
the  highest  replacement  need  in 
history." 

"Labor's  ongoings  here  [in  Britain] 
are  unbelievable,  deplorable.  No 
sense  of  responsibility.  Strikes  are 
called  for  the  most  fantastic  reasons. 
Labor  hasn't  the  slightest  concep- 
tion of  how  direly  Britain  needs  to 
buckle  down  to  full-time  produc- 
tion, no  conception  of  the  nation's 
critical  economic  condition.  One 
can  account  for  the  prevailing  atti- 
tude only  by  concluding  that,  having 
gone  through  horrors  of  war  most 
gruesome  and  nerve-wracking,  the 
masses  have  lost  all  realization  of 
actualities." 

-B.C.  Forres 


25  years  ago 

(From  the  issue  of  Aug.  1,  1971) 
"The  three  coasl-to-coast  biggies — 
United,  American  and  TWA — have 
reached  agreement  to  cut  as  much  as 
38%  of  the  flights  on  specific  routes 
that  have  been  running  over  half 
empty  for  more  than  a  year.  An  emi- 
nently sensible,  substantial  cut  in 
costs.  Someone  has  finally  gotten  the 
word  to  the  Civil  Aeronautics  Board 
that  our  airlines  have  problems." 

"Imagine  having  to  pay  80  cents  to 
90  cents  a  gallon  for  gasoline.  Or  see- 
ing your  home  heating  bill  go  from 
$400  to  $800  a  year.  All  this  in  1971 
dollars:  Throw  in  an  inflation  factor, 
and  the  gasoline  could  be  $1  and  the 
heating  bill  $1,000.  At  the  same  time 
the  price  of  electricity  jumps  30%." 

10  years  ago 

(From  the  issue  of  July  29,  1986) 
"The  Dow  industrials  closed  above 
1900  for  the  first  time  and  ended  the 
two- week  stretch  with  a  2.1%  gain. 
Secondary  issues,  particularly  those 
on  the  Nasdaq,  gained  even  more.  All 
the  major  market  indicators  except 
for  the  Amex,  which  was  off  fraction- 
ally from  its  record  close,  finished  at 
new  highs." 


California  Plaza, 
largest  new 
skyscraper  built 
in  Los  Angeles 
in  the  1980s. 


"Almost  overnight  the  Los  Angeles 
sprawl  has  developed  a  downtown,  a 
skyline,  a  center  of  gravity.  In  the  30 
square  blocks  of  the  central  business 
district  (bounded  on  the  north  by 
3rd  Street,  on  the  west  by  the  Harbor 
Freeway,  on  the  south  by  8th  Street 
and  on  the  east  by  Olive)  there  are 
now  about  45  buildings  with  23  mil- 
lion square  feet  among  them,  built  at 
a  cost  of  about  $2  billion.  Downtown 
L.A.  now  has  as  much  office  space  as 
downtown  San  Francisco."  Hffl 
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i  DUdincdd  ur  Lire 

Occasionally  we  all  inherit, 
or  are  given,  or  get 
something  or  some  things 
that  are  too  good  to  use 
for  a  variety  of  seemingly 
sound  but  really  quite 
silly  reasons — they're 
heirlooms  or  too  rare  or 
too  expensive  or  too  fra- 
gile or  too  pretty.  The 
result  is  heirloom  linen 
handed  down  from  genera- 
tion to  generation  that 
falls  apart  when  some  be- 
nighted heiress  decides 
to  air  it. 

While  I'm  glad  that  past 
generations  saved  some 
things  we  now  enjoy,  we  are 
enjoying  them  by  using 
them  instead  of  carefully 
storing  them  for  our  kids — 
in  turn  to  store.  Unused 
beautiful  things  are  a  waste. 

-Malcolm  Forbes 


A  Text . .  . 

Yea,  the  darkness  hideth 
not  from  thee;  but  the 
night  shinest  as  the  day: 
the  darkness  and  the 
light  are  both  alike 
to  thee. 
-Psalms  139:12 


Sent  in  by  David  S.  Jaffray, 
Tampa,  Fla. 

What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


Few  men,  I  believe,  are 
much  w  orth  loving  in  whom 
there  is  not  something  well 
worth  laughing  at. 

-Julius  C.  Hare 

A  verbal  contract  isn't  worth 
the  paper  it's  written  on. 

-Samuel  Goldwyn 

I  often  wonder  what  the 

vintners  buy 
One  half  so  precious  as 

the  stuff  they  sell. 
-Omar  Khayyam 

I  have  never  accepted  a 
bad  check  from  anyone  I 
did  not  trust. 
-Ron  Rasmus 

If  we  knew  what  will  be  said 
about  us  when  we  are  gone, 
we  would  have  been  gone  a 
long  time  ago. 
-Dox-Aminado 


At  times  it's  difficult 

to  tell 
What  generates  the 

greatest  woe: 
The  truths  of  us  told 

by  a  friend, 
Or  the  lies  of  us  told 

by  a  foe. 
-Art  Buck 

He  was  like  a  cock  who 
thought  the  sun  had  risen 
to  hear  him  crow. 

-Georce  Eliot 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Each  individual  volume  (1,  2  or  3)  is  available 
for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  3:h'  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-2344553  and  charge  to  your  credit  card. 


Among  a  democratic  people, 
where  there  is  no  hereditary 
wealth,  every  man  works  to 
earn  a  living,  or  is  born  of 
parents  who  have  worked.  The 
notion  of  labor  is  therefore 
presented  to  the  mind,  on 
every  side,  as  the  necessary, 
natural,  and  honest  condition. 
-Alexis  de  Tocqueville 

Love  is  what's  left  of  a 
relationship  after  all  the 
selfishness  has  been  removed. 

-Cullen  Hightower 

I  think  the  one  lesson  I 
have  learned  is  that  there 
is  no  substitute  for  paying 
attention. 

-Diane  Sawyer 

I  don't  suffer  from  insanity: 
I  enjoy  every  minute  of  it. 

-Bumper  sticker 

The  vine  bears  three  kinds  of 
grapes:  the  first  of  pleasure, 
the  next  of  intoxication, 
and  the  third  of  disgust. 

-Anarchis 

Immaturity  can  last 
a  lifetime. 
-Robert  FIalf 

Ulcers  aren't  the  result  of 
what  you  eat.  You  get  ulcers 
from  what's  eating  you. 

-Anonymous 

We  are  not  human  beings 
having  a  spiritual  experience. 
We  are  spiritual  beings 
having  a  human  experience. 
-Pierre  Chardin 

I  must  get  out  of  these 
wet  clothes  and  into  a 
dry  martini. 

-Alexander  Woollcott 

There  is  no  sin  except 

stupidity. 

-Oscar  Wilde 
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The  all  new  6,500  nm  Gidfsvream  V.® 
First  customer  deliveries  scheduled  for  later  this 


AMEW^WORKS 


America  works.  For  reasons  first 
declared  by  our  founding  fathers  on 
July  4th,  1776,  some  220  years  ago.  At 
Gulfstream,  we  hold  dear  the  principles 
this  country  was  founded  upon  and  we 
embrace  the  American  spirit  at  work. 

America  works  because  we  are  taught 
to  compete  fairly.  Not  to  be  discouraged 
in  the  face  of  adversity,  but  to  revel  in  a 
challenge.  Not  to  begin  a  fight.  But  to 
finish  one  —  always. 

At  Gulfstream,  we  rally  for  a  fair  fight. 
Our  competition  has  made  us  better, 
stronger,  more  productive.  Every  day,  all 
over  the  world,  Gulfstream,  along  with  a 
host  of  other  American  companies,  has  to 
compete  against  government  subsidized 
foreign  entities.  Still,  we  have  prospered 
mightily.  1996  will  be  the  best  year  in 
Gulfstream's  history  by  far.  Gulfstream  has 
built  a  sales  backlog  stretching  to  the  end 


of  this  century,  with  a  value  exceeding 
three  billion  dollars.  First  deliveries  of  our 
revolutionary  Gulfstream  V  take  place  this 
fall.  The  result  is  not  merely  world  market 
dominance,  but  global  leadership. 

America  works  because  we  have  a  will 
not  just  to  succeed.  But  to  lead.  To  forge 
new  trails.  To  pioneer  new  technology.  To 
fly  higher.  Go  farther.  Set  new  standards. 

Since  we  rolled  out  the  inaugural 
Gulfstream  I  in  1959  —  the  first  corporate 
aircraft  of  its  type  and  size  designed 
specifically  for  business  use  —  Gulfstream 
has  continued  to  set  aviation  standards 
both  in  the  U.S.  and  abroad.  Our  jets 
presently  hold  nearly  200  world-class 
aviation  records.  And  now,  with  the 
amazing  results  of  our  flight  test  program 
for  the  Gulfstream  V,  more  records  are 
sure  to  follow  shortly. 

At  Gulfstream,  we  put  nearly  4,600 


Americans  to  work  every  day.  Americans 
bound  together  by  a  desire  to  achieve. 
Americans  diverse  in  heritage  and  back- 
ground, continuously  made  better  by  their 
interaction  with,  and  influence  upon 
one  another.  The  result?  A  3 5 -year  old 
entrepreneurial,  high-growth  company 
consistently  producing  one  of  the  world's 
finest  products. 

Only  in  America  could  the  Gulfstream 
story  be  a  reality.  Only  in  America. 

For  information  on  the  legendary 
Gulfstream  /V-SP,  or  to  request  our  new 
54-page  brochure  on  the  revolutionary 
Gulfstream  V,  contact  Bill  Boisture,  President, 
Gulfstream  Aircraft  Incorporated,  P.O.  Box 
2206,  MIS  B-02,  Savannah,  GA 11402-2206 
or  call,  (912)965-5555. 

Gulfstream 


The  blind  need  to  be  a  part  of  the  information  age.  That's  what  inspired 
Samsung  to  create  a  Braille-equipped  computer  than  can  pronounce 
more  than  90,000  words.  To  learn  about  our  other  inspirations  contact  us 

at  http://www.samsung.co.kr 
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Beginning  today,  you  can  fly  the  American  Airlines  Interactive  Travel  Network™  right  from  your  own  personal 
computer.  Our  new  line  of  AAccess™  software  programs  allows  you  the  most  ways  to  plan  and  purchase 
travel,  check  flight  status,  arrange  seating  upgrades  on  American,  review  Advantage'1  program  information 
and  more.  All  from  the  comfort  of  your  desktop.  Or  laptop,  as  the  case  may  be.  All  with  no  service  charges 
or  connection  fees*  To  order  Personal  AAccess™  software,  just  give  us  a  call  at  1-800- AACCESS.  For  PC  users 
with  VoiceView  software,  select  the  AA  button  in  the  main  menu.  For  A  mari/^ani  A  iriirA/'vp.* 
Internet  users,  visit  AAccess  via  the  Web™  at  http://www.americanair.com  A\l  I  l6llCcin/^lliin6o 

Something  special  in  the  air* 


Choose  from  Personal  AAccess,  AAccess  via  the  Weh  or 
AAccess  VoiceView™  to  purchase  tickets  to  over  400  U.S.  destina- 
tions on  many  major  airlines  With  Personal  AAccess,  reserve  rooms 
at  over  16.000  hotel  properties  and  reserve  rental  cars  from  over  20 
companies.  And  coming  soon,  Corporate  AAccess  -  Powered  by 
SABRE"',  designed  for  corporate  travel  planning  and 
management. 


AAdvantage  Account  And  Award  Information 


Personal  AAccess  and  AAccess  via  the  Web  make  it  simple 
for  AAdvantage  program  members  to  review  their  accounts.  Just 
go  on-line  to  check  your  current  AAdvantage  mileage  posted,  as 
well  as  determine  which  awards  you  qualify  for  based  on  your 
current  mileage. 


Real-Time  24-Hour  Travel  Information 


With  our  AAccess  Gates  &  Times  feature,  you  can  review  the  most 
up-to-the-minute  arrival,  departure  and  gate  information,  as  well  as 
baggage  claim  location  for  any  American  or  American  Eagle'  flight 
And  you  can  do  it  whenever  you  want,  day  or  night. 


Special  AAdvantage  Bonus  Offer 


From  now  through  December  31,  1996,  AAdvantage  members 
will  receive  an  additional  500  bonus  miles  for  each  round  trip 
they  purchase  and  complete  on  American  Airlines  or 
American  Eagle  using  Personal  AAccess,  AAccess  via  the  Web 
or  AAccess  VoiceView. 
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Open  Plan 


On-line  Help 


Amman  Airiines.  American  Eagle  anil  AVIvantagc  arc  rcgiMen.il  trademarks  and  AAccess.  fcrsonal  AAccess.  .AAccess  via  the  Web.  AAccess  \tmx-View.  Corporate  AAccess  -  Rrvvercd  hv  SABRE  and  American  Airline.  Interactive  tad  Nct»i«k  arc  trademarks,  c-f  .American  Airlines  Inc 
\mcn.  .in  Eagle  i-  Amen,  in  -  icginnal  airline  assume  AmciHtin  Airlines  reserves  the  right  In  change  .AAdvantage  [in  wan,  tulcs  regulations,  travel  awards  and  sticual  offers  at  am  lime  without  n.ilive  and  In  end  the  AAdvantage  pnigram  with  set  months  nonce 
Personal  AAccess  is  offered  tree  to  AAdvantage  members,  plus  *6  9->  shipping  and  handling   'There  are  no  service  charges  or  o  mnecoon  fees  to  use  fcrsonal  AAccess  software  thn  mgh  I'll*  h  rwever  .AAccess  via  the  «eb  requires  an  on-line  service  or  Internet  service  provider 


Schwab's  advice  to  investors  

Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can 


What  does  it  take  to  become  a 
successful  investor? 

While  many  would  have  you 
believe  that  it's  a  mystifying  process, 
we  at  Schwab  have  a  different  point 
of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  you're 
guided  by  a  few  basic  principles: 

•  Invest  for  the  long  term  rather  than 
the  quick  gain. 

•  Look  for  value  wherever  you  can 
find  it. 

•  Seek  out  balanced,  objective 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vested 
interest  in  the  financial  products 
they  sell  you. 

Investors  who  pay  less 
have  more  to  invest. 

Charles  Schwab  introduced  the 
concept  of  discount  brokerage  20 
years  ago,  and  we're  more  deter- 
mined than  ever  to  make  sure  that 


At  Schwab,  we  believe 
the  investor  should  think  intently 
and  spend  wisely. 


investors  enjoy  a  cost  advantage. 

So,  for  example,  a  product  like 
Schwabs  Mutual  Fund  OneSource® 
service  offers  over  500  funds  from 
many  of  America's  best-known 
mutual  fund  families.  And  every 
single  one  of  them  is  free  of 
loads  and  transaction  fees. 

(While  load  funds  can  offer 


attractive  returns  and  other  benefits, 
you  could  start  off  with  them  by 
giving  up  as 
much  as  6% 
of  your  prin- 
cipal. Even 
on  bad  days, 
the  Market 

Charles  R.  Schwab. 
is  rarely  off     Committed  to  giving  you  control 
over  your  financial  goals. 

that  much.) 

Why  not  become  a 
Schwab  customer  yourself? 

Every  day,  thousands  of  new 
investors  turn  to  Schwab.  Why 
not  join  them?  We  think  you'll 
find  it  an  altogether  demystifying 
experience. 


An  Invaluable 

Investing 
Sourcebook: 
Yours  Free. 


To  receive  your  free  copy  of 
The  Essential  Investor"'  visit  one  of  our  more 
than  220  offices  nationwide  or  phone: 

1-800-833-8633 


CharlesSchwab 


©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (5/96)  Prospectuses  containing  more  complete  information,  including  management  fees,  chatges  and  expenses, 
are  available  from  Schwab.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaction  fee  will  be  charged  on  each  tcdcmpMon  of  fund  shares  bought 
with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future  should  shott-term  trading  become  excessive. 


M 


ife's  not  always  a  picnic. 
But  it  can  be  a  ride  in  the  Park. 

Late  nights,  early  mornings,  meetings  about  meetings — life  is  hectic.  Reward 
yourself  with  a  quiet  moment  in  the  Park.  Park  Avenue  is  a  beautiful  place  to  be. 
Powerful — with  a  3800  Series  II  V6 — yet  so  elegant,  so  luxurious. 
It  has  a  way  of  smoothing  out  life's  rough  edges.  Park  Avenue  by  Buick. 
You've  earned  it.  For  more  information,  call  1 -800-4 A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


THERE'S  A  PLACE  WHERE  WALLS  BETWEEN 

OFFICES  ARE  REPLACED 

BYWORDS 

)f  yi  /here  questions  never  go  unanswered. 

v  }/  Where  the  people  you  need  to  find  can  always  be  found. 

Where  information  forever  eludes  the  bottleneck. 
And  misunderstanding  has  taken  a  leave  of  absence. 

in  A  PLACE  CALLED  THE  INTRANET. 

And  you  can  take  your  business  there  on  a  Macintosh. 


AsYR  and  resident  visionary  for  QUALCOMM-one  of  the  brightest  stars  in  digital  wireless  communications  -Tbm  Lafleur  is 
finding  innovative  ways  to  stay  ahead  of  his  company's  phenomenal  growth  with  the  help  of  the  World  Wide  Web  and  Apple  r— 
Macintosh  computers.  In  fact.'Ibm  started  QUALCOMM's  Intranet  by  running  one  of  their  own  products  on  a  Mac"-  E  udora.  sj 
which  has  since  become  the  most  popular  e-mail  software  tor  the  Net.  today,  people  are  using  Macintosh  to  easily  create 
web  pages  and  share  details  of  their  projects  with  the  rest  of  the  organization.  So  engineers  have  instant  insight  into 
manufacturing  problems,  can  pull  up  drawings  and  quickly  resolve  issues.  Which  has  slashed  the  need  for  paper.  Cut 
support  costs.  And  sparked  unprecedented  collaboration.  Not  to  mention  knocking  a  few  walls  down  along  the  way.  <l 


For  more  Information  on  Apple 
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olutlons,  or  to  subscribe  to  our  electronic  newsletter,  visit  us  at  www.solutlons.apple.com/lntranet 
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98  Katherine  Hammer 

"I  can  tolerate  one  or 
two  mistakes,  then 
I'll  cut  their  hearts 
out  with 
a  spoon." 


46  As  I  See  It 

"Your  relative  preem- 
inence will  be  lost, 
but  you've  been 
losing  it  since  the 
end  of  World  War  II. 
You  can't  fight  it." 


84  Atlas 

"Unless  people  start 
beaming  things  from 
Hong  Kong  to  New 
York,  we'll  be  here." 


On  the  Cover 

98  How  Kay  Hammer 
reinvented  herself 

As  a  college  prof  she  lec- 
tured students  about 
mythic  heroes.  As  a  busi- 
nesswoman she's  become 
a  hero  in  her  own  right. 
By  Suzanne  Oliver 

163-167  Coping 
with  volatility 

Forbes'  market  columnists 
Fisher,  Birinyi,  Hulbert, 
Dreman  and  Sosnoff 
take  stock. 

Management, 

Strategies, 

Trends 

42  Gold  mine  or  sand  trap? 

If  golf's  such  a  great  busi- 
ness, how  come  the  num- 
ber of  players  and  rounds 
played  has  been  dropping? 
By  Carolyn  T.  Geer 

45  Radio  daze 

A  lot  of  people  are  throw- 
ing money  at  radio  sta- 
tions. Forbes  smells  a  buy- 
ing frenzy.  Some  smart 
money  is  getting  out. 
By  Bernard  Condon 


52  Burp! 

Wall  Street  calls  this  hot 
new  sell  "eatertainment." 
Investors  are  gobbling  it 
up.  Indigestion  is  certain. 

By  Lisa  Gubernick  with  Daniel  Roth 

81  Up  &  Comers 
Items  International 

Why  Airwalk  is  the  new 
darling  of  the  shoe  biz. 

By  Christie  Brown 

84  Up  &  Comers 
Atlas  Air 

When  his  college  class- 
mates were  sleeping  late, 
immigrant  Michael 
Chowdry  was  driving 
buses.  Now  he's  a  cen- 
timillionaire  at  41. 
By  James  Samuelson 

86  Starting  Your 
Own  Business 
Preserved  Tree  Scapes 

For  Dennis  Gabrick,  com- 
ing up  with  a  good  prod- 
uct was  easy.  Dealing  with 
his  investor  group  wasn't. 

By  Seth  Lubove 


88  99<:  Only 

As  if  the  supermarkets 
don't  have  enough  com- 
petition, here  comes 
David  Gold. 

By  Tim  W.  Ferguson 

89  The  car  Chrysler 
didn't  build 

Far  into  the  planning 
process,  Chrysler  scrapped 
its  new  luxury  car.  That 
shows  why  it's  Detroit's  clear 
winner  in  profit  margins. 
By  Jerry  Flint 

92  Zenith  Electronics 

Can  it  teach  a  huge 
Korean  conglomerate 
American  ways? 
By  Damon  Darlin 

94  Banana  split 

Yes,  we  have  bananas,  lots 
of  them.  So  why  aren't 
Chiquita  and  the  other 
shippers  making  money? 

By  Christie  Brown 

129  Marketing 
Rings  of  lead 

The  Olympic  logo  on 
your  product  doesn't 
mean  you'll  win  a  medal. 

By  Natasha  Bacigalupo 


130  Jack  White  &  Co. 

Can  Jack  White  eliminate 
the  costly  spread  in 
Nasdaq  stocks? 

By  Tim  W.  Ferguson 

132  AMC 
Entertainment 

Stan  Durwood  plans  to 
build  a  new  kind  of  movie 
theater — and  promises  not 
to  mess  up  the  company 
this  time. 
By  Robert  La  Franco 

138  Faces  Behind 
The  Figures 

Brian  Swette,  PepsiCo; 
Carl  Rosendahl,  Pacific 
Data  Images. 

Law  &  Issues 

136  On  The  Docket 
Clueless 

•  Despite  repeated  scolding 
by  the  courts,  federal 
trustbusters  keep  chal- 
lenging hospital  merg- 
ers— and  keep  right  on 
losing. 

By  Susan  Adams 
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89  LX 

"It's  fun  to  do  something  at 
the  extremes.  But  we  had 
the  nerve  not  to." 


152  Funds 

If  you  plant  a  radish,  you  don't  want  to 
get  a  brussels  sprout.  Some  investors 
were  unhappy  about  the  strategy  switch. 


International 

46  As  I  See  It 
Lee  Kuan  Yew 

Advice  from  the  father  of 
modern  Singapore. 
By  Andrew  Tanzer 

Computers/ 

Communications, 

Technology 

140  Free  mail 

How  will  AOL  and 
CompuServe  compete 
with  E-mail  providers  that 
charge  nothing? 

By  Shailaja  Neelakantan 

141  Parameters 

By  Andrew  J.  Kessler 

144  Insights 

By  Peter  Huber 

146  Safety  net 

U.S.  investors  have  cooled 
on  biotech,  but  European 
drug  firms  are  getting 
more  interested. 

By  Howard  Banks 


148  Staying  Healthy 
An  agreeable 
affliction 

Only  in  America:  A  sup- 
posed medical  problem 
gets  turned  into  a  tactical 
career  move. 
By  Dyan  Machan 

Departments 

12  Side  Lines 

16  Follow-Through 

22  Readers  Say 

25  Fact  and  Comment 

30  Other  Comments 

35  Commentary 

37  Transparent  Eyeball 

38  Forbes  Index 

175  Flashbacks 

176  Thoughts 
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Money  & 
Investments 

152  The  Funds 
Act  Three 

Fidelity's  Capital  & 
Income  Fund  has  just 
changed  its  strategy.  Time 
to  bail  out?  Or  buy  more? 

By  Riva  Atlas 

154  Statistical  Spotlight 
International  power 

Check  out  these  foreign 
companies. 

By  Eric  S.  Hardy 

159  The  Forbes/Barra 
Wall  Street  Review 

160  New  Issues  Review 


Personal  Affairs 


156  The  Funds 
Crashworthy? 

The  correction  was  a  long 
time  coming.  It  provides 
a  useful  foretaste  of  which 
funds  can  withstand  a  real 
bear  market — and  which 
funds  can't. 
By  Thomas  Easton 

Columnists 

104  Business  Strategy 

John  Rutledge 

163  Portfolio  Strategy 

Kenneth  L.  Fisher 

164  Stock  Trends 
Laszlo  Birinyi  Jr. 

165  Wall  Street 
Irregular 

Mark  Hulbert 

166  The  Contrarian 

David  Dreman 

167  Market  Trends 

Martin  Sosnoff 


168  Phony  provenances  shake  the  art  world 

Bought  any  20th-century  art  in  the  last  seven  years? 
Better  check  the  documentation.  It  could  be  a  fake. 

By  Doris  Athineos 
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Zenger  Miller 


Because  Of  Their 
Reputation  As  A 
Top  Management 

Development 

Consulting  Firm." 

Charles  Vaughan-Johnson,  President  &  CEO,  The  Bank  Of  Bermuda 

"The  Relationship 
Has  Really  Been  An 

Excellent  One." 

Alan  Richardson,  Senior  VP,  Banking,  Bermuda,  The  Bank  Of  Bermuda 


"In  1993,  the  Bank  of  Bermuda  created  an 
International  Banking  School,  to  focus  on  staff 
training  and  development.  There  had  been  a  lack 
of  coherence  in  our  earlier  on-the-job  training 
efforts.  We  were  intent  on  doing  far  better. 

"We  wanted  to  build  a  consistent  manage- 
ment culture  for  the  Bank.  We  wanted  skills- 
development  dealing  with  the  issues  people 
actually  face  in  financial  services.  We  wanted 
the  role-modeling  power  of  internal  training. 
And  we  wanted  all  our  efforts  to  reinforce, 
not  contradict,  each  other. 

"Zenger  Miller  provides  us  training  that  is 
creative,  interactive,  applicable  and  affordable. 


Every  communication,  every  transaction,  every 
implementation  has  been  first  class. 

"We  valued  their  willingness  to  fit  the 
training  to  our  culture.  The  climate  within  our 
organization  is  now  a  much  healthier,  more 
productive  one.  Zenger  Miller  has  presented 
meaningful  solutions  which  have  helped  us 
move  our  Bank  forward." 

To  learn  more  about  Zenger  Miller,  call  us 
at  1-800-566-0630.  Or  fax  us  at  1-408-452-1155. 
Or  log  on  at  http://www.zengermillerlibrary.com 


ZengerMiller 


A  Reputation  For  Results" 
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In  analyzing  claims  data  for 
recovering  heart  attack 
patients,  we  found  only  57% 
were  using  beta-blockers,  a 
drug  therapy  recommended 
by  the  American  College 
of  Cardiology.  Health  plan 
physicians  were  notified, 
and  within  six  months  one 
plan  posted  an  1 1%  increase 
in  the  use  of  this  therapy. 


There's  a  revolution  in  health  care. 
Its  lifeblood  is  information. 

You  might  expect  the  next  breakthrough  in  American  health  care  to 
come  out  of  a  laboratory.  Or  a  legislative  committee.  But  there's  a  different 
kind  of  revolution  going  on.  A  revolution  based  on  knowledge. 
Without  fanfare,  United  HealthCare  has  grown  to  be  one  of  America's 
largest  health  care  management  services  companies.  We  did  it  with  a  concept 
we  call  "shared  intelligence" — the  idea  that,  by  constantly  analyzing  our  ten 
million  patient-years  of  data,  we  can  consistently  improve  our  services. 
It's  enabled  participating  providers  to  increase  the  use  of  lifesaving  drug 
treatments  for  cardiac  patients.  To  decrease  the  rate  of  blindness  among 
diabetics.  Even  to  raise  the  life  expectancy  of  transplant  patients  while 
reducing  transplant  costs.  This  sea  of  information  is  also  the  basis  for 
innovative  health  programs.  From  HMOs  to  PPOs  to  an  affordable  concept 
called  Open  Access  that  keeps  both  patients  and  employers  happy  with 
more  freedom  and  better  cost  containment. 

In  other  words,  programs  that  treat  people  not  as  a  business  to  manage, 
but  as  the  managers  of  their  own  health. 

UNi  iEi)healthcare " 

http://www.uhc.com 


Forbes 

ihi  Editor 

James  W.  Michaels 
Managing  Editor 

Lawrence  Minard 

Executive  Editor 

William  Baldwin 
Assistant  Managing  Editors: 

Jean  A.  Briggs,  Subrata  N.  Chakravarty,  Stewart  Pinkerton 

Art  and  Design  Director:  Everett  Halvorsen 

Senior  Editors:  Peter  Brimelow,  David  C.  Churbuck, 

William  G.  Flanagan,  Jerry  Flint,  Betty  Franklin,  Lisa  Gubernick, 

Thomas  Jaffe,  Sieve  Kichcn,  Rita  Koselka,  Robert  Lenzner, 

Joshua  Levine,  Dana  Wechslcr  Linden,  Marlene  Mandel, 

Gretchen  Morgenson,  Howard  Rudnitsky,  Laura  Saunders, 

Matthew  Schif'rin,  Harold  Seneker,  Merrill  Vaughn 

Contributing  Editors:  Richard  Duffy,  George  Gilder, 

Richard  C.  Morais,  Richard  Phalon,  Edwin  S.  Rubenstein, 

Dero  A.  Saunders,  Jeffrey  Young 

Associate  Editors:  Susan  Vdams,  Doris  Athineos,  Kate  Bohner, 

Christie  Brown,  Graham  Button,  Thomas  Easton,  Carolyn  T. 

Geer,  Mary  Beth  Graver,  Eric  S.  Hardy,  John  R.  Hayes,  Paul 

Klcbnikov,  Dolores  A.  Lataniotis,  Dyan  Machan,  Brigid 

McMenamin,  Zina  Moukheiber,  Nina  Munk,  Peter  Ncwcomb, 

Suzanne  Oliver,  Philip  E.  Ross,  Maura  Smith,  Katarzyria  Wandycz 

Staff  Writers:  Riva  Atlas,  James  M.  Clash,  David  S.  Fondiller, 

Nikhil  Hutheesing,  Nancy  Rotenier 

Reporters:  Bruce  Upbin,  Deputy;  Alexandra  Alger, 

Julie  Androshick,  Natasha  Bacigalupo,  Bernard  Condon, 

Michelle  Conlin,  lustin  Doebele,  Rana  A.  Dogar,  Kerry  A.  Dolan, 

Sabina  Forbes  II,  Kambiz  Foroohar,  Carleen  Llawn, 

William  Heuslein,  Stephen  S.  Johnson,  Luisa  Kroll, 

Christine  Lutton,  Philippe  Mao,  Ann  Marsh,  Josh  McHugh, 

Shailaja  Neelakantan,  Michael  Noer,  Julian  Rossant,  Daniel  Roth, 

David  L  Rudnick,  James  Samuelson,  Caroline  Waxier 

Washington  Bureau:  Randall  Lane,  Manager; 

Janet  Novack,  Peter  Spiegel,  Cristina  von  Zeppelin 

West  Coast:  Tim  W.  Ferguson,  Manager; 

Damon  Darlin,  Seth  Lubove,  Robert  La  Franco,  Gloria  Lau 

Midwest:  Gary  Samuels,  Manager;  Marcia  Berss 

Southwest:  Christopher  Palmeri,  Manager; 

Toni  Mack,  R.  Lee  Sullivan,  Terzah  Ewing 

Europe:  How  ard  Banks,  Manager 

Pacific:  Andrew  Tanzer,  Manager  (Hong  Kong);  Neil  Weinberg, 

Manager;  Kazumi  Miyazawa  (Tokvo) 

Columnists:  Laszlo  Birinyi  Jr.,  David  Dreman, 

Kenneth  L.  Fisher,  Joseph  R.  Garber,  Michael  Gianturco, 

David  P.  Goldman,  Steve  H.  Hanke,  Teter  Huber, 

Mark  Hulhert,  Guy  Kawasaki,  Andrew  J.  Kessler, 

A.  Gary  Shilling 

Art  Department:  Roger  Zapke,  Deputy  Art  Director;  Ronda  Kass, 

Robert  Mansfield,  Steven  Ramos,  David  Lada, 

Associate  Art  Directors;  Alexandra  Gregson,  Meredith  Nicholson, 

Catherine  Bellanca,  Photo  Editors;  Janice  Pikey, 

Photo  Research  Editor;  Robin  Regensburg,  Traffic 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Anderson,  Senior 

Editor;  Scott  DeCarlo,  Shlonio  Z.  Reifman,  Tina  Russo  McCarthy, 

Associate  Editors;  Ronald  Boone  Jr.,  John  H.  Christy,  Ira  Collings, 

Cecily  J  Fluke,  Eileen  Henderson,  Gustavo  Lombo,  Robert  J. 

Sherwood,  Kieu-DungVu  Gia,  Brian  Zajac,  Researchers 

Director  of  Editorial  Programming:  Mitchel  Rand; 

John  Chamberlain,  Senior  Programmer;  Julian  Brash 

Copy  Desk:  Deborah  Markson-Katz,  Deputy;  Vicki  Contavespi, 

Caroline  Herrick,  Hugo  Moreno,  Karl  Shinavonian,  Penelope  Weiss 

Proofreaders:  Arthur  Abramowitz,  Chief;  David  J.  Fleischmann, 

Deputy;  Susan  R.  Goldberg,  James  Neu,  Eve  Sorel 

Director  of  Information  Services:  Anne  P.  Mintz 

Information  Center:  Cynthia  Crystal,  Clarita  Jones,  Naomi  Prall, 

Irene  Richards,  Linda  Stinson,  Velma  Van  Voris,  Information 

Specialists;  Luis  Collazo  Jr.,  Jaculine  Daniel,  Michael  DeVonish, 

Queenie  Flake,  Robert  Yacoub,  Staff 

Director  of  Manufacturing  and  Production:  John  J.  Romeo; 

Robert  M.  Rosengarten,  Edward  B.  Morgan,  Peter  I.  Pallans; 

Donald  Althoff,  Peter  Althoff,  Alan  Biedcrman,  Joseph  DeGray, 

Linda  Byron  Glucksman 

Director  of  Photocomposition:  James  Cianelli; 

Mark  Decker,  Richard  Nobilc,  Elena  Lopez,  Bill  Basham; 

Paul  Caruso,  Carmen  Kasem,  Justo  Morales 

Director  of  Editorial  Information:  Raymond  F.  Healev  Jr. 

Director  of  Editorial  Technology:  Fredrick  L.  Maynor; 

Louie  Torres,  Carolyn  Buonocorc 

—  FOUNDED  IN  1 

B.  C.  Forbes,  Editor-in-Chief.  1917  1954) 
Malcolm  S.  FORBES,  Editor-in-Chief  ( 1954-1990) 
— i  PAID  CIRCULA1  765,000 

Printed  in  U.S.A. 


Backseat  driver 

Poor  Jerry.  Veteran  journalist  Jerry  Flint  kept 
trying  to  retire  and  we  kept  putting  him  off. 
When  he  turned  65  in  mid-June,  associates 
and    friends    tossed    a    farewell    bash  in 
Manhattan  for  the  Detroit  native  and  longtime 
auto  reporter.  However,  he  was  writing  a 
major  article  so  we  insisted  he  stay  on  the  pay- 
roll a  few  weeks  longer.  No  sooner  was  that 
article  in  the  bank,  he  caught  a  plane  to  report    Jerry  Flint 
yet  another  major  article  that  will  appear  later  W^^M 
this  summer.  At  last,  on  Aug.  1,  we're  permit- 
ting Jerry  to  retire  but  not  letting  him  go.  Beginning  this  fall  he'll 
write  a  column  for  us  entitled  "Backseat  Driver."  Anyone  who  has 
listened  to  Jerry  lecturing  top  auto  executives  on  how  they  should 
run  their  business  will  understand  where  we  got  the  title. 

You  won't  want  to  miss  Jerry's  "The  car  Chrysler  didn't  build." 
In  one  sense  it  is  about  Chrysler  and  about  cars,  but  in  another 
sense  it  is  about  management  strategies  for  the  early  21st  century. 
After  reading  it  perhaps  you'll  understand  why  we  wouldn't  let 
Jerry  go  quietly.  Story  begins  on  page  89. 


|  Coping 

|  For  the  first  time  since 
5  1990 — when  war  loomed  with 
|  Iraq — the  U.S.  stock  market 
I  has  taken  a  real  beating.  On 
£  pages  163-167,  five  of  our  best 
o  market  commentators  survey 
the  carnage  and  tell  what  they 
see  ahead.  As  you  would 
expect  from  such  individual- 
ists, each  interprets  the  July 
happenings  in  his  own  way,  but 
there  is  a  consensus  that  making  money  from  here  on  is  going  to  be 
tough.  This  will  come  as  a  shock  to  millions  of  people  because  some 
mutual  fund  salespeople  and  popular  pundits  have  encouraged  the 
public  to  believe  that  "stocks  only  go  up."  It  may  have  seemed  that 
way  for  a  few  years,  but,  in  fact,  the  almost  unbroken  rise  in  the 
market  since  1990  was  highly  abnormal.  So,  put  away  your  dart- 
board  and  keep  a  bottle  of  tranquilizers  handy. 


Metamorphosis 

Katherine  Hammer  prepared  for  an  entrepre- 
neurial career,  not  by  earning  an  M.B.A.,  but  via 
a  Ph.D.  in  linguistics.  In  "How  Katherine 
Hammer  reinvented  herself  Suzanne  Oliver 
relates  the  career  saga  of  this  determined 
woman  who  transformed  herself  from  academic 
into  founder  and  chief  executive  of  a  successful 
software  firm.  A  blunt  and  unpretentious  per- 
son, Hammer  doesn't  think  of  herself  as  a  hero, 
but  after  reading  the  story  I  believe  you  will  see 
her  that  way  (p.  98). 


Suzanne  Oliver 


LS  Editor 


L2 


Forbes  ■  August  12,  1996 


With  its  215-hp  V6,  quick-ratio  power  steering  and  specially  tuned  suspension,  the  Monte  Carlo  "  Z34J 
is  the  car  you  can  trust  to  make  driving  something  more  than  just  a  means  to  an  end.  The  1996 
Monte  Carlo  Z34.  Personal  space.  From  Genuine  Chevrolet. 


Monte  Carlo  /zTv^  Genuine  Chevrolet 


a*/.  tU^e  -Pay?  aJt  fak<4 
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GE  Capital  Assurance 


We  all  aspire  to  be  self-reliant.  Unfortunately,  2  out  of  every  5  people  over  age  65  are  expected 
to  spend  time  in  a  nursing  home. That's  why  GE  Capital  Assurance  offers  long  term  care  insurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and 
better  nursing  homes,  without  having  to  rely  on  your  life  savings  or  Medicaid.  Call  1-800-992-3444 
or  ask  a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 

A  GE  Capital  Services  Company 

©  1'996  GE  Capital  Assurance.  Coverage  in  Now  York  is  underwritten  by  C!E  Capital  Life  Assurance  Company  of  New  York. 
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Drugstore  cowboy 

Forbes  first  spotted  Sergio  Autrey 
two  years  ago.  The  president  of 
Mexican  wholesale  distributor 
Grupo  Casa  Autrey  was  building  a 
successful  business  supplying  thou- 
sands of  small  farmacias  with  every- 
thing from  cigarettes  to  prescription 
drugs  (Sept.  12,  1994).  His  formula: 
providing  timely  service  at  hand- 
some rates. 

Despite  the  Mexican  recession, 
$661  million  (sales)  Casa 
Autrey  has  continued  on  a 
tear.  This  year  the  firm 
began  distributing  to  small 
and  medium-size  grocery 
stores,  a  fragmented  mar- 
ket with  scant  competi- 
tion. Autrey  has  also 
entered  the  higher-margin 
world  of  office  supply 
distribution. 

Its  New  York  Stock 
Exchange-listed  American 
Depositary  Receipts  have 
climbed  39%  this  year,  to  a 
recent  $20.  Last  month 
Casa  Autrey  sold  25  mil- 
lion shares  in  a  secondary 
offering,  one  of  the  first 
Mexican  companies  to  issue  NYSE 
shares  since  the  1994  peso  crisis.  The 
Autrey  family  still  owns  60%  of  the 
shares,  and  the  company  will  use 
most  of  the  stock  proceeds  to  pay 
down  about  $30  million  in  debt. 

Sergio  Autrey,  a  top  art  collector, 
and  his  three  brothers — each  of 


Men's  Wearhouse 
Explosive  growth, 
dwindling  rivals. 


whom  runs  a  profitable  business — 
joined  the  ranks  of  the  world's  bil- 
lionaires this  year  (July  15). 

-Kerry  A.  Dolan 

Dressed  for  success 

The  men's  retailing  industry  was 
just  starting  to  consolidate  three 
years  ago  when  Forbes  first  wrote 
about  Men's  Wearhouse.  We  figured 
that  as  other  clothing  chains  desert- 
ed the  field,  this  Fremont, 
Calif. -based  upstart  stood 
to  gain  market  share  by 
selling  name-brand  suits 
far  below  what  department 
stores  charged  (May  24, 
1993). 

That's  just  what  hap- 
pened. While  others  have 
closed,  downsized  or  filed 
for  bankruptcy,  Men's 
Wearhouse  has  flour- 
ished— nearly  doubling  its 
stores  to  300  and  expand- 
ing into  several  new  states. 
Under  founder  George 
Zimmer,  earnings  have 
spurted  41%  annually  dur- 
ing the  past  three  years,  to 
$17  million.  Sales  have  topped  $400 
million. 

Now,  the  company  is  setting  its 
sights  on  eventually  expanding  into 
dress  shoes  and  more  expensive  suits. 
Don't  be  surprised  to  see  the  chain 
expand  to  500  stores  by  the  year 
2000.        -Shailaja  Neelakantan 


I  Sergio  Autrey, 
president  of  Grupo 
Casa  Autrey,  in 
a  Mexico  City 
warehouse 
Supplying 
thousands  of  tiny 
farmacias  with 
American  sta- 
ples— Marlboro 
cigarettes,  Kodak 
film,  Duracell 
batteries,  Gillette 
razors  and  Mars 
candy. 
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lim  Wilhite,  I  Jurnan  Resources  Manager,  M.W.  Kellogg 


"Norrells  staffing  solutions  have  done 
more  than  save  us  money.  They've  helped  us 
focus  on  the  things  we  do  best." 


"Like  many  companies,  we  find  thai 
managing  our  human  resource  function 
is  no  small  task.  I  hat's  why  having 
Norrell  as  a  stalling  partner  is  so  valu- 
able to  us,"  says  Jim  Wilhite  of  M.W. 
Kellogg,  I  louston. 

Norrell  serves  as  the  source  lor  a 
wide  range  of  clerical  and  administrative 
personnel  at  M.W.  Kellogg,  Irom  rnail- 
room  employees  to  CT.O  secretaries. 
Norrell  screens,  hires,  and  trains 
employees,  working  to  make  sure  that 
each  has  what  it  takes  to  get  the  job  done, 


from  possessing  the  right  skills  to  having 
a  great  attitude. 

Norrell's  approach  to  stalfing  is 
proactive.  In  M.W.  Kellogg's  case, 
Norrell  created  customized  training  and 
orientation  programs,  and  continually 
olfers  new  ideas  that  help  Kellogg  be 
even  moreelficient. 

As  lim  Wilhite  puts  it,  "With 
Norrell's  help,  we're  more  competi- 
tive and  profitable.  We're  also  better 
prepared  to  deal  with  peak-period 
workloads  and  major  projects  as  they 


arise.  And  most  importantly,  we're 
better  prepared  to  serve  our  clients." 

To  learn  how  Norrell  can  help  your 
company's  productivity  with  a  wide 
range  ol  stalling  services,  from  admin- 
istrative and  clerical  to  light  industrial  to 
accounting,  call  8oo-l  fSE-NORL. 


INorrell 


Outsourcing  •  Staffing  Services  •  Temporary  Help 


$1,000,000  Life  Insurance 


ITECHiu  will  survey  over  200  top-rated  life  insurance  companies 
 and  send  you  a  survey  FREE!  AITA"  Rated  + 


Also,  IMPAIRED  HEALTH?  LOWEST  RATES 


51,000,000  PREFERRED  TERM  LIFE  INSURANCE  -  RATES  INCREASE  ANNUALLY 

5,  10,  15,  AND  20  YEAR  LEVEL  PLANS  ALSO  AVAILABLE.  THESE  RATES  AVAILABLE  IN  MOST  STATES 


Age 


30 
35 
40 
45 
50 
55 
60 
65 
70 
75 

PHONE  NOW!! 


Male 

435 

455 

560 

700 
1,050 
1,590 
2,535 
4,475 
9,165 
15,130 

FREE  SURVEY!! 


Female 

415 

415 

515 

645 

800 
1,090 
1,485 
2,275 
4,185 
8,320 

MAILED  TODAY!! 


1-800-400-4832 


THE  ORIGINAL 


TECH, 


LOW  COST  TERM  INSURANCE 


AUTOMATED  LIFE  INSURANCE  QUOTATION  SYSTEMS 
P.O.  Box  397  Point  Richmond,  CA  94807-0397 
http://www.itechusa.com 
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LEAVING  YOUR  JOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated — and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money. 

We  help  you  know  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 

1-800-541-5862 


Invest  With  Confidence 

T.RoweRice 


T.  Rowe  Price  Imeslmenl  Services.  Inc..  Distributor 


If  I  can  make  it  there .  .  . 

Walter  Scott  Jr.,  chief  executive  of 
Omaha  construction  giant  Peter 
Kiewit  Sons',  Inc.,  wowed  us  with  his 
ability  to  find  smart  investments  using 
his  firm's  building  experience.  We  fig- 
ured something  must  be  in  the 
Omaha  water  to  bring  such  success  to 
Scott  and  billionaire  pal  Warren  Buf- 
fett  (Oct.  24,  1994). 

Now  it  seems  that  Scott  will  be  sip- 
ping out  of  the  Hudson.  Two  of  his 
major  holdings  have  declared  war  on 
New  York  City  powerhouses  Nynex 
and  Time  Warner.  RCN  Corp.,  a  pri- 
vate Kiewit  subsidiary,  will  spend 
$200  million  over  the  next  two  years 
to  roll  out  joint  phone,  cable  and 
Internet  service  to  city  residents. 
Another  Scott- backed  company,  MFS 


How  they  raped  Exxon  •  Smart  advice  on  emerging  markets  •  Sex  A  politic* 
Men's  fashion  experts  take  us  shopping  •  The  twilight  of  igiffl  ■!*■*—? 


Communications,  will  provide  the 
fiber-optic  network. 

It's  a  gamble.  RCN  faces  two 
entrenched,  deep-pocketed  rivals.  To 
access  New  York's  2.5  million  homes, 
it  will  need  city  permits  to  extend 
fiber-optic  lines,  as  well  as  permission 
from  hundreds  of  co-op  boards  and 
landlords  to  wire  buildings. 

Nynex,  acknowledging  Kiewit's 
financial  muscle  (sales,  $2.9  billion), 
is  calling  RCN's  plan  a  threat  and  says 
it's  improving  its  own  service  for  the 
battle.  But  Time  Warner,  which  plans 
its  own  telephone  and  Internet  ser- 
vice, shrugs  off  the  challenge.  It  says 
RCN  still  has  to  clear  many  regulatory 
hurdles. 

Note  to  Time  Warner:  Don't 
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This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy, 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


July  2,  1996 

21,191,301  Shares 

Price  Costco,  Inc. 

Common  Stock 

Price  $19.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  or  jurisdiction  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


17,291,301  Shares 

The  above  shares  are  being  offered  in  the  United  States  and  Canada  by  the  undersigned. 


Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 


Salomon  Brothers  Inc 


UBS  Securities 


Alex.  Brown  &  Sons 

Incorporated 

Goldman,  Sachs  &  Co. 
Montgomery  Securities 


CS  First  Boston 
Lazard  Freres  &  Co.  LLC 
J.P.  Morgan  &  Co. 


Prudential  Securities  Incorporated 
Ragen  MacKenzie 

Incorporated 

William  Blair  &  Company 
Neuberger  &  Berman 


Dean  Witter  Reynolds  Inc. 

Merrill  Lynch  &  Co. 
PaineWebber  Incorporated 
Schroder  Wertheim  &  Co. 
Sanford  C.  Bernstein  &  Co.,  Inc. 
Furman  Selz  Jensen  Securities  Co. 

Pacific  Crest  Securities  Inc.  Piper  Jaffray  Inc. 


3,900,000  Shares 

The  above  shares  are  being  offered  outside  the  United  States  and  Canada  by  the  undersigned. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


UBS  Securities 

Salomon  Brothers  International  Limited 


FOLLOW  THROUGH 


the  clea^f*-  **$eep.  1 


Sharper  Image 
founder  Richard 
Thalheimer 
with  head  massager. 
Will  more  practi- 
cal items  help 
boost  the 
bottom  line? 


underestimate  Scott's  resourcefulness. 
mfs'  history  in  the  local  access  phone 
market  and  its  proposed  $2  billion 
acquisition  of  Internet  access  leader 
UUNET  Technologies  position  the 
firm  well  to  capitalize  on  federal 
phone  deregulation. 

-Daniel  Roth 

Deja  vu 

After  nearly  going  bust  in  1991, 
San  Francisco-based  Sharper  Image 
seemed  poised  for  a  turnaround. 
Founder  Richard  Thalheimer  had 
slashed  costs  and  changed  the  mer- 
chandise mix,  replacing  low-margin 
electronics  with  higher- margin  casual 
clothing.  We  were  impressed  with  the 
specialty  gift  retailer's  prospects  ( Oct. 
26,  1992). 

We  were  wrong.  Though  the  new 
strategy  worked  at  first,  it  finally  fiz- 
zled. Last  year  earnings  plunged  back 
to  1992  levels  on  sales  of  $204  mil- 
lion. Thalheimer  blamed  higher  paper 
and  postage  costs,  but  the  fact  is  that 
the  outfit's  yuppie  image  may  have 
gotten  frayed.  In  mid-July  the  stock 
hit  a  52-week  low  of  3% — about  what 
it  was  when  our  story  ran. 

Once  again,  Thalheimer  finds  him- 
self scrambling  to  refocus.  After 
expanding  last  year  into  beauty  prod- 
ucts and  opening  four  "spa"  stores 
for  women,  he  recently  branched  out 
into  the  unfamiliar  territory  of  home 
furnishings.  New  items  include  a  Vic- 


torian-style "torchiere"  floor  lamp 
($995)  and  a  golden  agate  coffee 
table  supported  by  carved  cygnets 
($1,695). 

Now  Sharper  Image  risks  becom- 
ing just  another  con- 
tender in  the  crowded  — 
home  furnishings  busi- 
ness. Retail  analyst 
John  Svoren  of  the 
Red  Chip  Review 
expects  earnings  per 
share  to  triple  in  the 
next  fiscal  year,  to  20 
cents,  but  Forbes  sus- 
pects that  the  old  for- 
mula just  doesn't  work 
any  longer  and  that 
the  customers  are  tired 
of  seeing  Thalheimer 
grinning  at  them 
prominently  from 
every  catalog. 

-Julie  Androshick 
Unhealthy  prognosis 

A  middleman  that  saves  customers 
money?  We  were  surprised — and 
impressed — to  find  one  in  Richmond, 
Va. -based  Owens  &  Minor,  a  medical 
supplies  distributor  that  cuts  waste  by 
managing  hospitals'  inventories  (Apr. 
25,  1994). 

But  not  long  after  our  story,  the  $3 
billion  (sales)  company  bought 
another  medical  distributor  that  was 
too  big  to  digest  easily.  Then  a  group 


of  1,200  hospitals  shifted  some  busi- 
ness elsewhere.  Customers  began 
demanding  more  frequent  shipments 
at  the  same  prices.  "Our  margins 
were  going  down,  and  our  costs  were 
going  up,"  says  President  G.  Gilmer 
Minor  III. 

Last  year  the  company  lost  $11 
million,  after  a  net  profit  of  $8  mil- 
lion the  year  before.  Owens'  stock 
tumbled  and  recently  traded  around 
1 1 ,  a  40%  drop  from  its  high  two 
years  ago. 

The  very  cost-cutting  pressures 
that  led  hospitals  to  use  middlemen 
in  the  first  place  are  now  driving  them 
to  seek  cheaper  prices.  They're 
extracting  better  terms,  but  haven't 
given  suppliers  volume  in  exchange. 
More  tough  times  lie  ahead. 

-Bernard  Condon 

Maverick 

Just  over  a  decade  ago  we  fea- 
tured Taiwanese  billionaire  Y.C. 
Wang  on  the  cover  (July  15,  1985). 
A  self-made  entrepreneur,  Wang  told 
us,  "Once  one  relax- 
es, he  will  be  left 
behind." 

He  has  not  relaxed. 
Formosa  Plastics 
Group  is  now  the 
world's  biggest 
maker  of  polyvinyl 
chloride,  a  plastic 
widely  used  in  every- 
thing from  industrial 
pipes  to  vinyl  hand- 
bags. 

Now  79,  and  worth 
$3.5  billion,  Wang 
recently  announced 
plans  to  take  his 
biggest  step  outside  Taiwan — an  esti- 
mated $3  billion  investment  in  six 
thermal  power  plants  in  mainland 
China.  This  would  by  far  outpace 
any  investment  on  the  mainland 
by  any  other  Taiwanese  firm. 

Typically,  Wang's  plan  is  bold.  It 
comes  only  months  after  Taiwan  and 
the  mainland  teetered  on  the  verge 
of  military  conflict  over  Taiwan's 
first  democratic  election.  Can 
Wang's  success  in  plastics  translate  to 
power  plants  abroad?  Doing  the 
unconventional — and  doing  it 
well — is  Wang's  trademark. 

-Justin  Doebelf. 


20 


Forbes  ■  August  12,  1996 


The  all  new  6,500  nm  Gulfstream  V.® 
'First  customer  deliveries  scheduled  for  later  this  year. 


ItfCA  wuRKS 


America  works.  For  reasons  first  declared 
by  our  founding  fathers  on  July  4th,  1776, 
some  220  years  ago.  At  Gulfstream,  we  hold 
dear  the  principles  this  country  was  founded 
upon  and  we  embrace  the  American  spirit 
at  work. 

America  works  because  we  are  taught 
to  compete  fairly.  Not  to  be  discouraged 
in  the  face  of  adversity,  but  to  revel  in  a 
challenge.  Not  to  begin  a  fight.  But  to 
finish  one  —  always. 

At  Gulfstream,  we  rally  for  a  fair  fight. 
Our  competition  has  made  us  better, 
stronger,  more  productive.  Every  day,  all 
over  the  world,  Gulfstream,  along  with  a 
host  of  other  American  companies,  has  to 
compete  against  government  subsidized 
foreign  entities.  Still,  we  have  prospered 
mightily.  The  legendary  Gulfstream  IV-SP 
continues  to  be  the  leading  large  cabin, 
intercontinental  jet  in  the  world.  And 


orders  for  the  revolutionary  6,500  nm 
Gulfstream  V  stretch  to  the  end  of  this 
century.  The  result  is  not  merely  world 
market  dominance,  but  global  leadership. 

America  works  because  we  have  a  will 
not  just  to  succeed.  But  to  lead.  To  forge 
new  trails.  To  pioneer  new  technology.  To 
fly  higher.  Go  farther.  Set  new  standards. 

Since  we  rolled  out  the  inaugural 
Gulfstream  1  in  1959  —  the  first  corporate 
aircraft  of  its  type  and  size  designed  specifi- 
cally for  business  use  —  Gulfstream  has 
continued  to  set  aviation  standards  both  in 
the  U.S.  and  abroad.  Our  jets  presently  hold 
nearly  200  world-class  aviation  records. 
And  now,  with  the  amazing  results  of  our 
flight  test  program  for  the  ultra  long-range, 
large  cabin,  Gulfstream  V,  more  records  are 
sure  to  follow  shortly — as  are  first  deliveries 
scheduled  for  later  this  year. 

At  Gulfstream,  we  put  nearly  4,600 


Americans  to  work  every  day.  Americans 
bound  together  by  a  desire  to  achieve. 
Americans  diverse  in  heritage  and 
background,  continuously  made  better  by 
their  interaction  with,  and  influence  upon, 
one  another.  The  outcome?  A  35-year  old, 
entrepreneurial  success  story.  A  company 
with  the  long-standing  reputation  of 
consistently  producing  one  of  the  world's 
finest  products. 

I  ''iily  in  America  could  the  Gulfstream 
story  be  a  reality.  Only  in  America. 

For  information  on  the  legendary  Gulfstream  IV-SP, 
or  to  request  our  new  54-page  brochure  on  the 
revolutionary  Gulfstream  V,  contact  Bill  Boisture, 
President,  Gulfstream  Aircraft  Incorporated,  P.O.  Box 
2206,  MS  B-02,  Savannah,  GA  31402- '206  or  call, 
(912)  965-5555. 

Gulfstream 


readers@fprbes.com 


The  EV1,  General  Motors'  electric  car 
Will  Californians  snap  it  up? 


blinders  from  a  bygone  era. 

-Michael  J.  Gage 

President 

Calstart 

Burbank,  Calif. 

European  shakeup? 

Sir:  Since  I  left  my  native 
Switzerland  over  30  years  ago,  I  keep 
up,  and  I  caught  the  news  when  we 
changed  our  national  anthem,  but  I 
did  not  know  we  had  changed  our 
national  colors.  Your  rankings, 
"500  ways  to  invest  out 
side  the  U.S."  (July 


-I 


15),    lists   Switzerland   with  the 
Swedish  flag  in  the  background. 
-Pius  Ruf 
Danville,  Calif. 


why  don't  they  call  NASD 
Regulation?  If  market  rules  are  being 
broken,  we  want  to  know  about  it 
and  we'll  take  appropriate  action. 
Beginning  in  August  1995,  and  end- 
ing early  this  year,  Nasdaq's  volatili- 
ty did  diverge  markedly  from  the  Big 
Board's.  Since  February  our  volatili- 
ty has  roughly  tracked  the  New  York 
Stock  Exchange. 

How  can  you  compare  the  volatil- 
ity of  a  growth  stock  like  Netscape 
with  that  of  penmaker  A.T.  Cross  on 
the  Amex?  Talk  about  apples  and 
oranges!  The  Nasdaq  Stock  Market 
has  helped  create  millions  of  new 
jobs,  world-beating  industries  and 
highly  competitive  U.S.  companies. 
And  along  the  way,  of  course, 
investors  in  Nasdaq  stocks  have  done 
very  well. 

-Marc  Beauchamp 
Media  Relations 
The  Nasdaq  Stock  Market 
Washington,  D.C. 

Insulting  the 
customer 

Sir:  A  few  months  ago 
you  ran  a  terrific  article 
about  a  dating  service 
in  New  York  City 
called  It's  Just  Lunch 
'Yuppie  yenta,"  Mar. 
25).  On  the  basis  of  your  article  I 
referred  a  friend.  Even  though  they 
qualified  her  over  the  phone,  they 
waited  until  she  came  in  for  her 
interview  to  tell  her  she  is  too  old  for 
their  service.  Ouch!  If  performance 
is  affected  by  sensitivity,  I  fear  that 
you  have  picked  a  loser. 
-Neil  M.  Bardach 
Garrison,  N.T 


Educational  hogwash 

Sir:  Peter  Brimclow  ("C  ostly  col- 
leges," July  29)  and  Diane  Ravitch 
("Electioneering  101,"  July  29) 
point  out  the  dubious  wisdom  of 
adding  more  money  to  higher  edu- 
cation in  the  U.S.  But  neither  author 
makes  die  point  that  higher  educa- 
tion in  the  U.S.  suffers  from  an  infla- 
tionary phenomenon  almost  entirely 
due  to  federal  loans  and  grants.  Does 
anyone  doubt  that  most  of  Clinton's 
proposed  $1,500  tax  credit  would 
get  swallowed  up  by  tuition  increas- 
es? My  university  colleagues  will  tell 
me  that  I  am  misguided,  saying: 
"These  things  just  cost  more  today." 
Hogwash.  Limiting  funding  for 
higher  education  to  legitimate  basic 
research  would  reduce  the  tuition 
levels  at  colleges  just  as  adopting  a 
gold  standard  would  undercut  infla- 
tion. Once  the  ability  to  pass  on  the 
costs  of  social  engineering  and 
administrative  bloat  is  lost  to  the 
university,  tuition  levels  will  fall. 
Leave  social  engineering  to  the  vot- 
ers, if  they  want  it. 
-Donald  Hertzmark 
Washington,  D.C. 

A  moral  issue 

Sir:  I  applaud  Father  Robert  A. 
Sirico  for  championing  the  court's 
decision  to  uphold  the  constitution- 
al right  to  freedom  of  speech  with 
regard  to  the  Internet  ("Don't  cen- 
sor the  Internet,"  July  29).  However, 
I  wish  to  clarify  one  point  on  which 
Father  Sirico  appeared  to  waffle.  The 
reason  the  government  should  not 
censor  the  Internet  is  not  that  it  is 
incompetent  to  do  so  effectively.  It  is 
nothing  more,  nor  less,  than  the 
right  to  free  speech.  It's  not  the  gov- 
ernment's job  to  be  concerned  with 
moral  issues. 

-Cyrena  Anne  Goodrich 
Chester,  Vt. 

Defending  the  bacon 

Sir:  Re  "A  car  that  runs  on  gravy" 
(July  15).  California  consumers  are 
excited  about  electric  cars.  You 
should  pay  attention  when  General 
Motors'  EV1  electric  cai  n 
sale  this  fall.  Chances  are  it  will  sell 
out — despite  its  high  initial  prio 
It's  time  that  Forbes  took  off  the 


Oops!-En. 

Notes  from 

the  roller  coaster 

Sir:  In  your  July  29  cover  story  on 
Nasdaq  ("One  day  soon  the  music's 
going  to  stop"),  you  focus  on  a 
handful  of  sensational  stocks  like 
Presstek,  subject  of  ongoing  NASD 
and  Security  &  Exchange  Commission 
investigations,  and  attempt  to  tar  the 
entire  market.  The  story  is  based 
largely  on  anonymous  sources.  If 
they're  willing  to  talk  to  Forbes, 


He's  not  heavy . . . 

Sir:  Re  "The  Superrich"  (July  15). 
What  does  it  take  to  prove  to  Forbes 
that  ['my  brother]  Ricardo 
[Cisneros]  is  innocent  and  that  there 
was  never  any  evidence — not  even  a 
sign — of  any  wrongdoing?  The  trial 
against  him  is  a  political  move,  soon 
to  be  resolved.  It  has  been  easier  to 
prove  his  innocence  to  the  courts 
and  authorities  in  Venezuela  than  to 
Forbes. 

-Gustavo  A.  Cisneros 
London,  England 
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Inside  every  . 
person  who  needs 
a  minivan  is  someone 
who  swore  they'd 
never  buy  one. 


Okay,  so  you've  got  the  kids,  the  house  and 
the  dog.  But  don't  think  for  one  minute  that 
the  free  spirit  inside  of  you  is  going  to  let  you 
buy  one  of  those  thingamajigs  with  the  heavy 
sliding  door  and  the  clunky  third  seat  No  way. 
Not  when  there's  Odyssey.  With  four  doors, 
power  windows  and  a  unique  fold-away  third 
seat,  it's  the  minivan  for  people  who  deep 
down  inside  aren't  "minivan  people."  And 
now,  here's  the  800  number  for  people  who 
deep  down  inside  aren't  "800  number  people!' 
Call  1-800-33-HONDA,  ext.  156.  (Or  try  us 
on  the  Internet  at  http://www.honda.com.) 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


LET'S  USE  IT 


For  years  there  has  been  a  device  that  is  successful  in 
flagging  the  kinds  of  plastic  explosives  favored  by  terror- 
ists that  are  next  to  impossible  for  old-line  metal  detec- 
tors to  catch.  The  equipment  is  now  used  at  major  air- 
ports in  Europe  and  Asia  but  is  still  virtually  nonexistent 

MAKE 

The  U.S.  should  adopt  an  aggressive  anti terrorist  ap- 
proach in  the  aftermath  of  the  TWA  tragedy.  We  may  not 
yet  know  who  is  responsible,  but  we  do  know  which 
countries  train  terrorists.  Since  such  killers  strike  ran- 
domly, why  not  apply  the  same  method  to  our  response? 

Libya  is  not 
only  nurturing  I 
terrorists  but 
also  develop- 
ing ledial  bio- 
logical weap- 
ons. We  could 
take  out  its  fa- 
cilities from  the 
air  via  bomb- 
ers or  missiles. 

The  princi- 


at  ours.  Although  American-made  by  Vivid  Technol- 
ogies, Inc.,  the  machine  has  yet  to  be  deployed  by  die 
Federal  Aviation  Association. 

Under  congressional  mandate  the  FAA  was  supposed  to 
have  had  such  a  device  by  1993.  We're  still  waiting.  Why? 

EM  PAY 

pie  should  be  clear:  If  a  murderous  act  is  committed 
against  the  U.S.,  we  will  move  against  terrorist  training 
camps.  We  should  tell  host  countries  such  as  Syria,  Iran 
and  Libya  that  they  will  be  liable,  even  if  they  are  not 
directly  responsible  for  that  particular  deed. 

Just  maybe 
a  heavy  dose 
of  collective 
responsibility 
would  make 
these  bloody- 
minded,  men- 
dacious na- 
tions think 
twice  before 
carrying  out 
their  atrocities. 


Libya's  Muammar  Qaddafi,  Syria's  Hafez  al-Assad,  Iran's  Hashemi  Rafsanjani,  Iraq's 
Saddam  Hussein:  Most  global  terror  is  spawned  by  this  lineup  of  thuggish  rulers. 

PENSION  LIB 


California  next  year  may  enact  a  pension  reform  bill 
that  will  profoundly,  positively  impact  how  people  fund 
their  retirements.  (The  proposal  almost  made  it  through 
the  state  legislature  this  year.) 

The  change  would  allow  state  employees  to  gain  per- 
sonal control  of  their  pensions.  They  could,  if  they  wished, 

transfer  the  current  value  of  their  defined   

benefits  that  are  in  traditional  benefit  plans 
run  by  state  employers  to  their  own  401(k)- 
type  retirement  plans.  In  other  words,  pen- 
sions would  belong  to  and  be  directed  by 
each  participant  instead  of  being  part  of  a 
large,  centralized  employer  plan. 

Big  money  is  involved,  some  $200  bil- 
lion in  California  state  employees'  pension 
funds.  Think  of  what  that  number  bal- 
loons to  nationwide. 

The  arguments  for  liberating  pension 
money  from  centralized  management  back 


California  Assemblyman 
Howard  Kaloogian:  Freeing 
pensions  from  politics. 


to  the  people  are  compelling.  In  California,  70%  of  state 
workers  lose  their  retirement  benefits  because  they  leave 
their  jobs  before  qualifying  for  them.  Usually,  you  have  to 
be  on  the  job  five  to  ten  years  before  being  fully  vested. 

We  are  living  in  an  economy  where  it  is  becoming  more 
common  for  people  to  change  jobs  several  times  by  retire- 
ment. With  defined  benefit  plans  and  their 
vesting  provisions,  these  workers  will  be 
shortchanged.  This  is  particularly  unfair  to 
women  who  might  wish  to  leave  the  work 
force  for  a  few  years  to  raise  a  family. 

With  401(k)-type  individual  retirement 
plans,  people  would  have  full  portability. 
They  wouldn't  lose  their  assets  were  they 
to  switch  jobs  or  temporarily  opt  out  of 
the  work  force.  They  wouldn't  have  to 
worry  about  unfunded  liabilities  in  their 
pension  plans.  Given  long-term  invest- 
ment returns,  they  would  likely  have  more 
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at  retirement  than  they  would  with  their  current  employ- 
er directed  schemes. 

Astonishingly,  thanks  to  the  tMcfcening  jungle  of  regula- 
tions for  traditional  pension  plans,  this  new  approach  would 
be  much  less  expensive  to  administer.  The  California  Finance 
Department  estimates  the  state  would  save  $1,642  a  year 
in  contributory  costs  per  average-salaried  worker. 

Naturally,  mutual  funds  and  insurance  companies  are 
energetic  proponents;  unions  and  the  state  pension 
funds  are  fiercely  opposed.  They  see  the  change  as  a  loss 


of  power,  of  political  muscle — which  alone  is  a  good 
argument  in  its  favor. 

While  a  handful  of  other  jurisdictions  have  enacted 
similar  reforms,  California,  because  of  its  size,  would  be 
a  powerful  model  for  removing  the  golden  handcuffs 
that  keep  people  tied  to  jobs  they  really  don't  like  for  fear 
of  losing  lucrative  fringe  benefits.  It  could  also  provide  a 
prototype  on  how  to  save  Social  Security  for  younger 
people:  Allow  part  of  their  payroll  taxes  to  go  into  their 
own  individual  retirement  accounts. 


BE  SENSIBLE 


The  possibility  of  this  type  of  reform  around  the  coun- 
try underscores  the  need  for  sound  rules  governing 
investments  for  individual  retirement  plans.  These  plans 
should  be  restricted  to  investments  in  traditional  finan- 
cial vehicles  such  as  stocks,  bonds  and  CDs  just  as  IRAs 
and  Keogh  plans  are.  No  more  than  a  certain  percentage 
of  this  money — say  15%  or  20% — should  be  allowed  to 
be  invested  in  the  securities  of  a  particular  company.  The 
percentage  of  assets  that  can  go  into  a  nonliquid  invest- 
ment such  as  real  estate  should  also  be  restricted. 


By  the  way,  there  should  be  similar  rules  for  corporate- 
run  401  (k)  plans.  Right  now,  these  plans  can  invest  their 
money  in  just  about  anything — jewelry,  racehorses,  cat- 
tle futures,  stamps,  etc.  Also,  managers  should  not  be 
permitted  to  pour  more  than  a  reasonable  proportion, 
say  10%,  of  401(k)  money  into  company  securities.  Sure, 
beneficiaries  can  sue  trustees  for  violating  fiduciary  stan- 
dards, but  that  can  be  too  late. 

Retirement  accounts  are  no  place  for  people  to  try  to 
hit  home  runs  by  taking  inordinate  risks. 


RIGIDLY  WRONGFUL  RULING 

The  Supreme  Court's  decision  forcing  the  Virginia  school,  as  well  as  equal  opportunity  to  receive  advanced 
Military  Institute  to  admit  women  is  wrong  and  harmful,     education  from  a  state-supported  college  or  university. 


It  effectively  puts  any  sort  of  publicly 
supported  single-sex  education  on  the 
road  to  extinction.  The  ruling  will  also 
begin  to  undermine  single-sex  educa- 
tion at  private  institutions. 

The  High  Court's  rigid,  one-size  - 
fits-all  approach  to  public  education 
misreads  the  14th  Amendment's  equal 
protection  clause.  That  principle  doesn't 
mean  that  every  school  has  to  be  the 
same.  It  means  that  students  must  have 
equal  access  to  a  publicly  financed  edu- 
cation from  kindergarten  through  high 


Cadet  rifle  drill:  Our  courts  prize  uni  - 
formity, not  diversity,  in  education. 


Millions  of  youngsters  would  blos- 
som in  noncoed  schools.  A  growing 
number  of  observers  have  become  par- 
ticularly outspoken  about  how  benefi- 
cial single-sex  education  programs  can 
be  for  adolescent  girls.  And  for  boys 
from  the  troubled  or  broken  homes  of 
the  inner  cities,  educators  and  parents 
in  several  programs  are  exploring  the 
benefits  of  boys-only  schools. 

There  are  advantages  to  and  a  place 
for  both  approaches  within  our  educa- 
tion system. 


RESTAURANTS— GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Marguery  Grill— 133  East  65th  St.  (Tel.:  744-2533). 
The  former  Lex  has  opened  under  a  new  name,  and  with 
a  new  chef.  Fresh,  tasty,  beautifully  presented  food,  such  as 
spring  asparagus  and  sweet-pea  risotto;  garlic-rubbed  "rib- 
eye"  lamb;  oven-roasted  cod.  As  an  extra-special  dessert, 
try  the  chilled  mango,  mint  and  lime  soup. 

Kokacliin — Omni  Berkshire  Place  Hotel,  21  East  52nd 
St.  (Tel.:  355-9300).  Food  spectacularly  good  and  exquis- 
itely presented.  Entrees  uniformly  excellent:  Kasu  marinat- 
ed sturgeon  with  pickled  plums  and  enoki  mushrooms; 
grilled  beef  tenderloin;  grilled  whole  Tai  snapper;  Maine 
lobster.  The  sen  ice,  however,  very  inattentive  and  slow. 

•  King's  Carriage  House— 251  East  82nd  St.  (Tel.: 
734-5490).  First-rate,  home-style  fare.  A  favorite:  filet  of  beef 
with  Stilton  cheese  sauce  and  horseradish-whipped  potatoes. 
Ambiance:  deliciously  cozy,  quintessentiallv  romantic. 

•  Bolo— 23  East  22nd  St.  (Tel.:  228-2200).  Consis- 
tentiy  excellent  Spanish  fare.  Consider  appetizers  such  as 
mussel  and  crab  salad  with  grilled  lemon,  thyme,  red 


onion  and  beefsteak  tomatoes;  and  oven-baked  flatbread 
with  spring  vegetables,  spicy  hummus  and  goat  cheese. 
Main  courses,  equally  innovative:  Spanish  spice-crusted 
tuna  with  lemon-garlic  vinaigrette  and  white  bean  relish. 

The  Leopard— 253  East  50th  St.  (Tel.:  759-3735). 
Prix-fixe  lunch  and  dinner  include  appetizer,  soup,  entree, 
dessert,  coffee  and  as  much  house  wine  as  you  like.  Por- 
tions, generous;  wine,  passable.  Two  specialties — whipped 
cream  of  fresh  pea  soup  and  "Frozen  Leopard"  dessert 
made  with  brandy,  macaroons  and  whipped  cream — espe- 
cially good. 

•  The  Sign  of  the  Dove— 1 110  Third  Ave.,  at  65th  St. 
(Tel.:  861-8080).  As  always,  wonderful  food — perfect 
roasted  rack  of  lamb  with  white  bean  ravioli,  and  sea  bass 
with  polenta  gnocchi — attractive  ambiance,  flawless  service. 

•  Aquavit— 13  West  54th  St.  (Tel.:  307-7311).  New 
chef,  improved  menu  and  attentive,  friendly  service  make 
for  delightful  dining.  The  smoked  salmon  is  perhaps  the 
most  delicious  in  town.  M 
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It's  Montego  uherever  you  go. 


The  power  to  deliver  more.  The  power  to  do  so  in  an  ultra-lightweight  form.  These  are  the  reasons 
for  the  Montego"  notebook  from  Fujitsu— a  powerful  4.9-pound  notebook  with  a  removable 
floppy  disk  drive  designed  to  interchange  with  a  second  battery  and  provide  up  to  six 

full  hours  of  high  performance.  The  Montego  notebook  is  the 

ultralight  traveling  partner  for  contemporary  business.  It  operates  with  a  100MHz  Intel  Pentium® 
processor  and  8MB  expandable  EDO  RAM  built  on  32-bit  PCI  bus  architecture  that  produces 

processing  speeds  guaranteed  to  impress.  It  is  exactly  the  sort  of  solution 
you  expect  from  Fujitsu.  At  every  point,  Fujitsu  has  maximized 
performance  and  minimized  weight  by  using  premium  components. 
The  reason  is  simple.  With  operations  in  more  than  100  countries, 
Fujitsu  is  a  $36  billion  global  leader  in  a  wide  range  of  information 
technologies,  including  PCs,  enterprise  systems,  microelectronics, 
communications,  software  and  services.  Fujitsu  has  earned  this  position 
by  focusing  closely  on  the  user  and  exceeding  expectations.  Each  Fujitsu  notebook  is  supported 
by  this  philosophy — in  the  use  of  quality  components,  precision  manufacturing,  and  design  that 
maximizes  mobile  comfort.  Its  standards  of  service  and  support  are  equally  far-reaching:  the  Montego  notebook  is  backed 
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by  a  three-year  limited  warranty  including  24-hour,  7-day,  toll-free 


technical  assistance.  Designed  and  manufactured  to  surpass  your  needs, 


the  Montego  notebook  has  the  power  to  deliver  more,  wherever  you  go. 


100MH2  INTEL  PENTIUM  PROCESSOR 
8MB  EXPANDABLE  EDO  RAM 

10.4"  SVGA  ACTIVE-MATRIX  COLOR  DISPLAY 
1GB  HARD  DRIVE 

IRDA-COMPLI  ANT  PORT  FOR  WIRELESS  DATA  TRANSFER 
TWO  TYPE  II  OR  ONE  TYPE  III  PCMCIA  SLOT 


can  1-888-4-ON-THE-GOext  3003 

Visit  us  at  www.fujitsu-pc.com  or  call  QuikFacts  fax  on  demand:  1-800-936-5209 


UTSU 

/  PC  Corporation 


Other  Comments 


Honest  Mistake? 

Harry  Truman,  when  he  spoke 
with  a  script,  had  difficult}'  following 
it;  he  called  his  opponents  "Repub- 
lican mothballs"  when  the  text  said 
"Republican  mossbacks." 
-Richard  Rovere,  Final  Reports 

About  to  Topple 

In  "•Dismantling  the  Pyramid:  The 
Why  and  How  of  Privatizing  Social 
Security,"  Karl  Borden,  professor  of  fi- 
nancial economics  at  the  University  of 
Nebraska,  points  out  that  Social  Secu- 
rity is  analogous  in  design  to  illegal  pyr- 
amid schemes.  Government  account- 
ing creates  the  illusion  of  a  trust  hind, 
Borden  writes,  but,  in  fact,  excess  re- 
ceipts are  spent  immediately.  He  notes 
that  the  government's  own  actuaries 
predict  that  the  system  will  be  bankrupt 
by  2030  but  that  Social  Security  could 
face  financial  crisis  as  early  as  2014. 
-Cato  Policy  Report 

Smoke  Screen 

All  the  federal  military  colleges  ad- 
mitted only  males  for  most  of  their  his- 
tory. Their  admission  of  women  in 
1976  came  not  by  court  decree,  but 
because  the  people,  through  their  elect- 
ed representatives,  decreed  a  change. 

The  people  may  decide  to  change 
the  one  tradition  [men -only  admis- 
sions], like  the  other,  through  demo- 
cratic processes;  but  die  assertion  that 
either  tradition  has  been  unconstitu- 


tional through  the  centuries  is  not 
law,  but  politics-smuggled-into-law. 
-Antonin  Scalia,  Supreme  Court 

Justice,  dissenting  opinion  on 

Virginia  v.  United  States 

My  father  is  probably  responsible 
for  my  instinct  for  marketing.  He 
owned  a  couple  of  movie  houses. 
Old-timers  in  Allentown  still  talk 
about  the  day  he  announced  that 
the  ten  kids  with  the  dirtiest  faces 
would  be  admitted  free. 
-Iacocca,  by  Lee  Iacocca 

FAA  Failures 

Gary  Stoller,  a  reporter  specializ- 
ing in  airline  security  for  the  Conde 
Nast  Traveler,  tells  chilling  stories: 

"Just  before  die  Gulf  invasion,  air- 
line security  was  supposed  to  be  on 
high  alert.  Near  die  TWA  luggage  ter- 
minal at  JFK  [Alport],  there  is  a  door 
tiiat  is  said  to  be  for  employees  only.  A 
sign  says  to  open  the  door  will  set  off 
an  alarm.  Together  with  a  colleague,  I 
kicked  the  door  open.  No  alarm  and 
diere  was  no  security,"  Stoller  said. 

After  die  Gulf  war,  again  with  secu- 
rity at  its  so-called  highest,  Stoller  and 
a  colleague  carried  a  lead-lined  suitcase 
carrying  an  alarm  clock  and  wiring  to 
simulate  a  suspicious  package. 

"We  hit  65  carry-on  locations,  we 
were  only  challenged  at  five,"  he  said. 


"At  JFK  when  asked  what  was  in  the 
bag,  I  told  diem:  'A  lot  of  wires  and 
sniff  They  never  asked  me  to  open  the 
bag.  We  carried  the  bags  through  San 
Francisco  Arport  when  President  Bush 
was  tiiere.  We  weren't  challenged." 
-Steve  Dunleavy,  New  York  Post 

Prehistoric  Policy 

Whenever  the  outlook  of  grow  th 
approaches  2.5%,  the  Federal  Re- 
serve swings  into  action  to  prevent 
an  overheated  economy.  What's 
wrong  with  growth  rates  of  4%,  5% 
or  6%,  as  long  as  productivity  gains 
are  there  and  growth  is  not  based  on 
just  higher  prices?  U.S.  industry  over 
the  past  decade  has  become  world- 
class  competitive.  We've  earned  the 
right  to  see  if  higher  growth  rates 
can  be  delivered  without  unaccept- 
able levels  of  inflation. 

The  world  has  changed.  So  should 
the  Fed.  So  should  central  bankers 
for  the  industrial  world.  So  should 
economists,  and  so  should  investors. 
-James  D.  Robinson  III,  Chairman 
and  CEO,  RRE  Investors,  before 
the  Consumers  for  World  Trade 

Keep  Looking  Up 

Too  few  leaders  have  a  passion  for 
the  promises  of  life.  Not  surprisingly, 
young  people  have  that  very  passion, 
until  society  extinguishes  it.  We  must 
find  the  means  not  only  to  encour- 
age that  passion,  but  to  nourish  it — 
for  our  sakes  as  well  as  theirs. 
-Ian  I.  Mitroff  and  Warren 
Bennis,  The  Unreality  Industry 

Know  Thyself 

Wade  Miller  of  Santa  Fe  called  die 
office  for  the  1996  Olympics  in  Adanta 
to  get  tickets  for  the  volleyball  event. 
When  Miller  gave  his  address  as  New 
Mexico,  the  agent  told  him  that  they 
couldn't  sell  tickets  outside  the  U.S. 
Miller  explained  to  the  agent  that  New 
Mexico  is  part  of  the  U.S.  Then  he 
tried  to  explain  this  to  her  supervisor. 
The  supervisor  told  him  he'd  have  to 
try  the  Mexican  Olympic  committee, 
or  maybe  the  Puerto  Rican  commit- 
tee— whichever  his  home  country  was. 
-Charles  Oliver,  Reason  wm 
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Our  next  award  may 
very  well  he  titled  "world's 
best  lease"  because  now 
you  can  get  the  250 
horsepower  T>OJ{C 
Aurora  at  a  very  low  lease 


aw  a 


Lease  an 
rd 


winner. 


payment.  'We  figured  an 


automobile  with  this  kind 


of  following  shoidd  have 


"Absolute  Best  New  Car  Value" 
-CarSmart  1995  Summer  Edition 


"Best  Luxury  Sedan" 
■1995  MotorWeek  Drivers'  Choice  Award 


a  lease  that's  equally  as 


praiseworthy  as  the  car. 


1995  "Best  Buy"1 
-Chicago  Tribune,  6/11/95 


"Luxury  Car  of  the  Year" 
-Motoring  95 


Tor  more  information  see 


1995  "Best  Buy  of  the  Year" 
-Cargitide 


Top  Ten  "All  American" 
-  \uto\\cc  k 


your  local  Oldsmobile  retailer. 


1995  "Design  and  Engineering"  Award 
-Popular  Mechanics 


1995  "Best  Overall  Vehicle  in  Total  Value' 
-Strategic  Vision,  Inc. 


"Interior  of  the  Year"  Luxury  Category 
-Inside  Automotives 


1996  Total  Quality  Award"  in  its  clas 
-Strategic  Vision,  Inc. 


$399  /  $2,600 


a  month  I  dou 


ii 


36  months 


America's  Finest 
-Playboy  Magazine 


by  Oldsmobile 


I""].  C  1990  C,M  Corp.  Ml  rishs  reserved.  Buckle  ( lp,  America! 

'Chicago  Tribune,  6/1 1  /95  strategic  Vision's™  1 995  Vehicle  Experience  Study  is  based  on  a  total  of  31 ,440  new  vehicle  buyer  responses  indicating  owner's  positive  and  negative  experiences 
during  the  first  90  days  of  ownership.  'Strategic  Vision's  1996  Vehicle  Experience  Study™  surveyed  35,652  Oct. -Nov.  new  vehicle  buyers  of  200+  models  during  the  first  90  days  of  ownership. 
SmartLease:  $399  per  month  for  36  months.  $2,600  DOWN  PAYMENT.  $3,448.33  due  at  lease  signing  (first  month's  payment  of  $398.33,  plus  $450  refundable  security  deposit,  plus  down- 
payment).  Taxes,  license,  title  fees,  and  insurance  extra.  GMAC  must  approve  lease.  Example  based  on  Aurora  model:  $35,500  M.S.R.R.  including  destination  charge.  Monthly  payments  total 
$14,339.88.  Payments  may  be  higher  in  AL.  CA,  CT,  FL,  HI,  NY,  Rl,  TX  and  VA.  Option  to  buy  at  lease  end  at  price  determined  at  lease  signing.  Mileage  charge  of  15  cents  per  mile  over  36.000 
miles.  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  retailer  stock  by  1 0/2/96.  This  is  a  special  GMAC  program.  See  your  participating  retailer  for  qualification  details. 


How 

can  something    ■  ■ 

small 


so 


beso  . 

smart? 


Introducing  The  Revolutionary  Identification  System 
That  Can   Make  Anything  Smart: 
MicroStamp ™  Remote  Intelligent  Communications. 


With  the  MicroStamp  Remote  Intelligent  Communications  (RIC)  system  you  can  make  anything—  from  boxes 
to  employee  badges,  from  luggage  to  loyalty  cards—  smart  enough  to  process,  store,  and  transmit  information.  Simply 
attach  a  MicroStamp  unit  to  almost  anything  and  encode  it  with  almost  any  kind  of  information.  The  stored  data  can 
then  be  retrieved  or  modified  remotely,  at  maximum  distances 
ranging  from  10  feet  to  150  feet.*  So  you  can  take  inventory 
without  opening  a  box,  find  a  trailer  without  entering  a  yard, 
know  your  customers'  buying  habits  without  ever  meeting  them, 
or  keep  a  building  secure  without  stopping  everyone  at  the  door. 


Identify  the  contents  of  a  box,  crate  or  container 
instantly  from  up  to  150  feet  away. 


Monitor  who's  in  a  building  and  keep  track  of 
assets  such  as  laptop  computers. 


MicroStamp  RIC  combines  a  computer  and  a  two-way  radio, 
housing  them  in  a  device  as  small  as  1  74"  x  1  V4"  x  Vn".  Using  a 
revolutionary  technology,  each  MicroStamp  RIC  unit  can  store  256 
bytes  of  data  or  more*,  and  can  communicate  with  a  host  computer 
via  a  tiny  radio. 


The  product  is  small,  but  its  potential  for  giving  your 
company  a  competitive  edge  is  huge.  Just  imagine  how  you  could 
use  the  MicroStamp  RIC  system  to  help  reduce  costs,  minimize 

Create  "smart"  cards  that  store  information  about 

inventories,  improve  operational  efficiencies,  and  ensure  customer         individual  consumers  and  their  buying  habits. 
loyalty.  It's  an  opportunity  that  smart  companies  will  capitalize  on.  To  find  out  how  the  MicroStamp  RIC  system  can 
have  a  big  effect  on  your  business,  call  Micron  toll-free  today  at  1-888-MICROSTAMP  (1-888-642-7678)  ext.  303,  or 
visit  the  Micron  Communications  Web  site  at  http://www.mcc.micron.com. 

# 

MICRON 

COMMUNICATIONS,  INC 

Now     You'll  Know™ 

*  Micron  Communications'  Ambit  Mobile  Asset  Control  unit  can  store  up  to  512k  of  data  with  a  remote  range  up  to  150  feet. 

e  1996  Micron  Communications,  Inc.  All  rights  reserved.  MicroStamp  is  a  t  ademark  of  Micron  Communications,  Inc. 


Is  your  materials  management  process 
breaking  your  back? 


The  cost  of  acquiring  and  managing  your  MRO  (maintenance,  repair,  and  operating)  inventory  can  be  a  heavy 
burden  on  your  bottom  line.  But  we  can  lighten  the  load. 

We  can  pro  vide  you  with  sophisticated  inventory  support  systems  and  virtually  millions  of  products,  enabling 
you  to  eliminate  most  of  your  other  MRO  suppliers  and  lower  your  total  costs. 

With  over  $700  million  in  inventory  at  349  branches,  we  make  it  possible  for  you  to  reduce  your  MRO  inventory 
by  as  much  as  60%.  Ar  our  advanced  electronic  ordering  systems-including  the  ability  to  order  online-together 
with  error-free  transactions,  can  significantly  cut  your  order  processing  costs. 

Additionally,  through  Grainger  Consulting  Services  and  Grainger  Integrated  Supply  Operations  (GISO),  we  can 
re-engineer  your  MRO !     rials  management  process  to  make  it  more  cost-effective.  And  your  people  more  productive. 
If  materials  man,  i        ]  >ressures  are  taking  you  away  from  your  core  activities,  talk 


to  us.  We're  already  heli  birds  of  the  Fortune  100  be  more  productive.  We  can  do  the  GRAINGER 
same  for  you  too.  Call  1-800     3338  ext.  1513  to  see  how.  ' 

Industrial  and  Commercial 
Equipment  and  Supplies 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


THREE  CENTRAL  EUROPEAN  TIGER  CUBS 


A  June  visit  to  Poland,  the  Czech  Republic  and  Hungary- 
countries  that  from  the  end  of  World  War  II  until  1990 
were  in  thrall  to  the  Soviet  Union — left  these  impressions: 

•  If  not  economic  tigers  in  the  Pacific  Rim  sense  of  the 
word,  these  three  are  indeed  tiger  cubs — and  growing. 

•  Although  some  recent  elections  have  produced  many 
votes  for  former  communists,  there  is  no  desire  by  anyone 
to  return  to  Russian  domination  or  communist  economics. 

•  The  three  countries  want  to  join  NATO  as  soon  as  pos- 
sible and  expressed  great  unhappiness  with  the  U.S.'  try- 
ing to  appease  Russia  by  denying  them  early  admission. 

•  There  is  general  support  for  privatization  and  free-market 
economics,  even  if  the  coun- 
tries have  varying  definitions 
of  what  these  are.  The  three 
economies  have  made  clear 
gains  from  communist  days, 
although  they  are  in  differ- 
ent stages  of  development. 

Poland  is  furthest  along. 
Lech  Walesa  was  the  first 
leader  to  break  witii  the  So- 
viets and  the  first  to  base  his 
country's  economy  on  free- 

market  principles.  The  "shock  treatment"  reforms  of  1990 
caused  painful  readjustments,  but  most  economic  indica- 
tors are  now  pointing  in  the  right  direction.  The  economy 
grew  by  7%  in  1995,  faster  than  that  of  any  other  European 
country.  Income,  after  adjusting  for  inflation,  was  up  3.6%. 

Poles  are  buying  more  and  better  cars  (GM  plans  to 
open  a  100,000-auto-a-year  plant  in  1998).  A  growing 
middle  class  (monthly  income  of  about  $600)  has  pro- 
duced an  economy  that,  if  left  alone  by  the  current  gov- 
ernment, will  continue  to  improve  the  standard  of  living 
for  all.  President  Aleksander  Kwasniewski,  a  vigorous  42- 
year-old  former  communist,  knows  he  needs  more  for- 
eign investment  and  a  market  economy,  another  reason 
for  optimism.  Poland  has  a  more  stable  middle  class  than 
most  other  newly  democratized  countries  because  most 
of  its  small  farmers  did  not  collectivize  their  farms  under 
communism;  therefore,  comparative  prosperity  has  come 
to  the  rural  areas  as  well  as  to  the  major  cities. 

The  Czech  Republic,  under  Prime  Minister  Vaclav 
Klaus,  has  been  the  most  capitalistic  of  these  countries.  The 
question  is  whether  Mr.  Klaus'  loss  of  the  majority  in  die  last 


Ambassadors  Nicholas  Rey,  Jenonne  Walker,  Donald  Blinken 

Serving  the  U.S.  well  in  Poland,  the  Czech  Republic  and  Hungary. 


election  will  mean  a  major  shift  in  economic  policy.  As  of 
now,  the  answer  seems  to  be  no.  Klaus'  party  garnered  the 
largest  vote,  and  his  center-right  coalition  needs  only  two 
more  seats  to  regain  the  majority.  Klaus'  electoral  jolt  is  seen 
as  a  personal  rebuke  lor  his  virtually  unlimited  self-confi- 
dence. The  changes  most  likely  to  occur  are  increased  gov- 
ernment spending  on  social  programs  such  as  health  care, 
education  and  housing — and  a  somewhat  humbler  Prime 
Minister,  who  is  entided  to  great  credit  for  these  achieve- 
ments: In  1989,  more  than  95%  of  the  republic's  GDP  came 
from  government-owned  assets.  Today  roughly  80%  of  pro- 
duction assets  are  no  longer  in  government  hands,  with  the 

private  sector  generating 
over  75%  of  GDP.  Deregu- 
lation of  labor  has  given  the 
republic  an  unemployment 
rate  of  about  3%,  compared 
with  about  10%  in  Hungary. 
Finally,  Prague  is  one  of  the 
most  beautiful  of  cities.  Tour- 
ism here  continues  to  grow. 

Hungary,  which  for  two 
years  has  had  a  government 
headed  by  former  commu- 
nists, also  has  a  beautiful  capital,  Budapest,  an  enormous 
attraction  for  tourists.  Hungary  will  need  all  the  tourists  it 
can  get,  because  its  economy  has  been  suffering.  When 
Gyula  Horn's  socialists  replaced  the  center-right  coalition  in 
1994,  Horn  tried  a  "Social  Market"  economy.  In  little  more 
than  a  year,  with  deficits  at  6.8%  of  GDP,  unemployment  at 
nearly  10%,  the  average  monthly  wage  at  $298,  and  person- 
al income  tax  rates  of  up  to  48%,  Mr.  Horn  had  to  switch  to 
a  more  capitalist  system.  Government  policy  now  favors  pri- 
vatizing, reducing  the  high  cost  of  social  programs  and  elim- 
inating free  medical  care  and  free  university  education.  Even 
social  security  and  pension  programs  are  candidates  for  cuts. 

Foreign  direct  investment  in  Hungary  has  nearly 
quadrupled,  reaching  $4.2  billion  in  1995.  There  is  a  big 
consumer  products  market  in  Hungary,  as  in  Poland  and 
the  Czech  Republic.  But  neighboring  Romania,  more 
than  twice  the  size  of  Hungary  and  with  a  disastrously 
noncapitalistic  economy,  has  attracted  less  than  a  quarter 
of  the  foreign  investment  Hungary  has. 

So  Poland,  the  Czech  Republic  and  Hungary  are  basi- 
cally free-market  economies  with  bright  futures.  WM 
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What  do  you  do  when  you  own  the  largest  single  gold  reserve 
and  one  of  the  largest  copper  reserves  of  any  mine  in  the  world? 
You  put  the  pedal  to  the  metal! 

Over  the  last  seven  years,  we've  not  only  dra- 
matically increased  our  reserves,  but  we've 
increased  production  as  well.  By  continuing  to 
increase  mill  throughput,  we're  converting  reserves 
into  cash  flow.  What's  more,  we  have  increased 
mill  throughput  to  approximately  125.000  metric- 
tons  of  ore  per  day  and  we  are  developing  plans  to 
increase  output  to  a  significantly  higher  level  by 
late  1998.  Yet  even  at  the  h  gher  rate,  we  will  still 
have  approximately  30  years  i  proven  reserves. 


Increases  in  Mill 
Throughput 
i  1988  to  1996 


125.000* 


57,600 


31.700 


ill  1 


1988  1990  1992  1994  19% 


Our  5.7-million-acre  contract  of  work  area  sits  squarely  on 
the  New  Guinea  Mineral  Trend.  Even  more  important  is 
our  "golden  triangle"  area  which  consists  of  high- 
grade  ore  deposits  and  exciting  prospective  mineral- 
ized /.ones  near  our  mill  site. 

Freeport-McMoRan  is  among  the  largest  and 
lowest-cost  producers  of  copper  and  gold  in  the 
world.  We're  increasing  production,  exploration 
activities  and  the  return  to  our  shareholders.  To  find 
out  more  about  Freeport-McMoRan  Copper  &  Gold, 
call  or  write  today. 

Freeport-McMoRan 
Copper  &  Gold 


71,500 


*  Expected 


A  Natural  Leader 1 


For  a  copy  of  our  Annual  Report,  ca      800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-4.  P.O.  Box  61 1 19.  New  Orleans.  LA  70161. 
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Revenge  of  a  shopper 


BY  RIVA  ATLAS 


Remember 
guys,  don't 
invest  in  Estee 
Lauder  or 
AnnTaylor 
without  first 
consulting  a 
woman. 


I  used  to  shop  at  AnnTay- 
lor in  the  early  1990s:  Their 
outfits  weren't  cheap,  but 
the  quality  was  good  and 
the  fashions  sophisticated. 
Then  the  company  began 
skimping  on  quality,  but 
kept  prices  high.  I  stopped 
shopping  there  and  so  did 
lots  of  others.  Last  fiscal 
year  AnnTaylor  Stores 
Corp.  lost  4  cents  a  share, 
compared  with  a  profit  of 
$1.40  in  fiscal  1994.  After 
reaching  a  high  of  44%  in 
November  1994,  the  stock 
fell  to  a  low  of  9%  this 
January. 

Then  investors  began 
anticipating  a  turnaround.  I  spoke  to  some  of 
them.  Excellent  brand  name,  crowed  one. 
Another  boasted  that  he'd  spoken  to  a  fashion 
industry  insider  who  said  the  company's  spring 
line  was  hot.  Up  went  die  stock. 

I  wonder  if  the  newly  enthusiastic  investors 
had  looked  beyond  and  behind  the  numbers. 
The  clothes  at  the  AnnTaylor  in  my  neighbor- 
hood still  looked  dreadful  to  me.  I  polled 
friends;  none  of  them  shopped  there  either.  So, 


in  a  piece  for  Forbes,  I  rec- 
ommended AnnTaylor  as  a 
short  sale.  But  still  the 
stock,  climbed,  to  a  high  of 
24%  in  May. 

Was  I  missing  some- 
thing? 

No.  I  guess  the  folks 
who  bought  the  stock 
didn't  actually  shop  at 
AnnTaylor.  Like  most  Wall 
Street  types,  they  were 
probably  men.  How  would 
they  know  if  the  firm's  line 
of  spring  clothes  was 
dowdy?  How  could  they 
tell  if  the  colors  were  hope- 
lessly out  of  fashion?  Guys, 
I  hate  to  say  "I  told  you 
so,"  but  here  it  goes:  AnnTaylor  last  month 
reported  that  same-store  sales  were  down  5%  in 
June — the  thirteenth  month  in  a  row  that  sales 
have  declined.  So  much  for  that  vaunted  turn- 
around. Pop  went  the  stock,  down  46%,  to  a 
recent  13. 

Fellas,  next  time  you're  looking  to  buy  stock 
in  AnnTaylor,  Estee  Lauder  or  Donna  Karan, 
take  your  wife,  your  daughter,  your  lover  or 
your  mother  shopping  first. 


The  hotel  food  chain 


BY  RANDALL  LANE 


Searching  for 
brown,  stained 
sofabeds  or  an 
ugly  raspberry- 
speckled 
loveseat?  Well 
then,  this  is 
the  place. 


Ever  wonder  what  happens  to  that  sofa  at  the 
Holiday  Inn  when  the  chocolate  brown  and 
Kool-Aid  orange  fabric  starts  to  fray?  I  found 
out  recently  when  I  needed  some  new  furniture 
but  was  too  cheap  to  spring  for  Ethan  Allen. 

"Used  but  not  abused,"  promised  the  ad 
from  the  Friendly  Furniture  Co.,  situated  just 
outside  Washington,  D.C.  Its  nearby  rivals  at 
the  Lakota  Trading  Corp. 
proved  more  convincing. 
"You're  in  luck,"  the  sales- 
man boasted.  "We  just  got 
a  shipment  yesterday  from 
a  Marriott." 

Swank  hotels  like  Mar- 
riott tend  to  renovate  their 
rooms  every  three  to  five 
years.  That  seedy-looking 
motel  with  the  short-stay 
rate  might  wait  eight  years. 
When  it's  time  to  sell,  both 
dump  the  stuff  to  one  of  5 
dozens  of  hotel  surplus  ; 
buyers.  The  Four  Seasons  1 
might  fetch  S600  a  room;  '- 


the  Days  Inn  will  get  $100.  The  liquidator 
cleans  up  the  wares  and  resells  them.  That  Four 
Seasons  furniture  could  wind  up  next  at  a  Days 
Inn,  while  the  old  Days  Inn  stuff  might  get  sold 
to  a  camp,  a  fleabag  motel  or  a  fellow  like  me. 

I  rented  a  small  van  and  headed  off  to  the 
Lakota  Trading  Corp.  at  the  Northern  Virginia 
Industrial  Park.  This  wasn't  your  usual  show- 
room. Piled  from  the  floor 
to  the  30-foot  ceiling  were 
more  hotel  furnishings  than 
a  team  of  traveling  salesmen 
would  ever  see.  Miles  of 
beds.  Piles  of  lamps  (I 
stopped  counting  at  500). 
Drapes.  Televisions.  Dozens 
of  queen-size  maroon 
sofabeds  and  raspberry- 
speckled  loveseats.  What 
they  had  in  common  was 
that  they  were  in  awful 
taste.  Cheap  or  not,  I 
couldn't  come  home  to 
junk  like  this. 

But  then  I  found  a  brass 
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floor  lamp.  It  worked,  and  looked  okay,  but  its 
shade  had  a  horrible  blotch  of  a  stain.  No  prob- 
lem, my  salesman  assured  me.  We  wandered 
over  to  a  pile  of  40  similar  shades  and  began 
shuffling  through  them:  Stain,  stain,  stain. 


"Remember,  this  is  used  stuff,"  he  shrugged.  I 
bought  the  old  Marriott  lamp.  Yes,  there's  a 
stain,  but  it's  hidden  by  the  wall.  And,  hey,  at 
just  $20  I  can  throw  it  away  when  I  can't  stand 
looking  at  it  any  longer. 


The  accidental  arms  trafficker 


BY  JANET  NOVACK 


While  our 
bureaucrats 
dawdle, 
foreign 
software  firms 
may  beat  us  to 
new  overseas 
markets. 


"Theoretically,"  Michael  Zisman,  chief  exec- 
utive of  IBM's  Lotus  Development  Corp.,  com- 
plained to  me  recently,  "when  I  take  my  laptop 
and  get  on  an  airplane  to  go  to  London,  I  am 
violating  the  law." 

Zisman  could  be  labeled  an  arms  trafficker 
because  his  laptop  contains  a  copy  of  Lotus 
Notes  with  64-bit  encryption.  In  the  wrong 
hands,  says  the  Clinton  Administration,  such 
software  could  threaten  national  security.  So  it's 
illegal  to  export  software  using  encryption  keys 
longer  than  40  bits  without  special  State 
Department  permission.  But  to  a  bright  young 
hacker,  cracking  40-bit  encryption  is  a  lark. 
"It's  no  security  at  all,"  says  Zisman.  "It's 
almost  an  insult." 

Zisman  was  in  Washington  to  lobby  for  a 
change  in  the  law.  He  was  supported  by  a  blue- 
ribbon  National  Research  Council  panel  that 
recently  concluded  the  export  restrictions 
impede  the  efforts  of  legitimate  U.S.  business- 


es to  protect  their  information.  They  also  put 
the  U.S.  software  industry  at  a  competitive  dis- 
advantage by  preventing  it  from  selling  soft- 
ware with  advanced  encryption  codes  overseas. 

As  it  turns  out,  the  State  Department  has 
quietly  changed  the  travel  rules.  Zisman  can 
now  take  his  laptop  to  London  without  break- 
ing the  law.  But  he  must  not  sell,  market  or 
demonstrate  his  encrypting  software  to  anyone. 
Nor  can  he  have  more  than  one  copy  of  the 
software  loaded.  He  must  also  keep  his  laptop 
in  his  possession  or  locked  up  at  all  times  and 
maintain  a  travel  log,  which  he  must  save  for 
five  years.  No  trips  to  Cuba,  Iran,  Iraq,  Libya, 
North  Korea,  Sudan  and  Syria,  of  course. 

Given  that  it  took  the  bureaucrats  two  years 
to  make  this  change  in  the  regulation,  imagine 
how  long  it  will  be  before  Zisman  is  permitted 
to  freely  sell  Lotus  Notes  with  advanced 
encryption  overseas.  In  the  meantime,  others 
will  beat  him  to  the  market.  ■■ 


THE  FORBES  INDEX 
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Fed  Chairman  Alan 
Greenspan  soothed  Wall 
Street  when  he  appeared 
before  Congress  on  July  18, 
but  Robert  Brusca,  chief 
economist  at  Nikko  Securi- 
ties in  New  York,  forecasts  a 
3.7%  rise  in  consumer  prices 
for  1996  and  a  0.5%  increase 
by  year-end  (to  5.75%)  in  the 
federal  funds  rate.  Behind 
the  prediction:  U.S.  wages 
and  salaries  (excluding  ben- 
efits) increased  2.5%  the 
first  five  months  of  1996, 
versus  a  1.1%  gain  in  the 
same  period  in  1995. 


(1967=100)  Current  277.6*        Previous  276.1         Percent  change 

Closeup  on  the  Forbes  Index 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  The  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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50  YEARS  AGO,  WE  PUT  KOREA  ON  WHEELS. 
TODAY,  WE'RE  PUTTING  ASIANA  ON  THE  MAP. 


With  the  purchase  of  a  single  taxi,  the  late  chairman  of  the  Kumho  Group,  Park 
In-Chun  launched  the  transportation  industry  in  Korea,  and  took  the  first  step 
toward  realizing  his  vision  -  creating  a  company  that  would  make  a  major  con- 
tribution to  the  development  of  Korea  and,  eventually  become  a  leader  in  the 
emerging  Pacific  Rim  economy. 


Today,  half  a  century  later,  the  Kumho  Group  is  one  of  Korea's  major  conglom 
erates  -  involved  in  chemicals,  construction,  tire  manufacturing,  trans- 
portation, information  and  communication  and,  of  course,  aviation 

And  while  each  of  these  thriving  entities  is  doing  business 
globally,  Asiana  Airlines  remains  the  primary  link  to 
our  transportation  heritage.  Since  its  founding  in 
1988,  we  have  been  guided  by  four  principles: 
safe  operation,  quality  service,  operational 
integrity,  and  environmental  conservation. 

Today,  Asiana  offers  35  flights  a  week  to 
Seoul  -  non-stop  from  most  major  U.S. 
ports.  Flights  to  over  30  other  major 
Asian  business  destinations.  The 
newest  all-Boeing  fleet  in  the  world.  A 
totally  smoke-free  environment.  And,  of 
course,  warm  Asian  hospitality. 

The  crown  jewel  of  the  Kumho  Group,  Asiana 
Airlines  is  ready  to  become  the  airline  of  the  21st  century. 

For  information  and  reservations,  contact  your  local  travel  agent  or 
call  800-227-4262. 


{  IT  Overview  } 


OPTIMIZED 
32-BIT 
PERFORMANCE 


■  Pentium*  processor  166  MHz 

■  Pentium  processor  200  MHz 

■  Pentium*"  Pro  processor  180  MHz 
H  Pentium  Pro  processor  200  MH? 


Pentium®  Pro  processor-based 
systems,  Windows*  NT,  and 
the  right  desktop  manageability 
tools  can  save  you  money  on 
support  and  maintenance. 


L2  cache  brings  most 
frequently  used  data 
closer  to  the  processor  unit 


TRUE  MULTITASKING. 
Not  only  fast,  but 
capable  of  doing  many 
things  at  once. 


Systems  loaded  with 
the  latest  tools,  like  Intel's 
LANDesk®  Management 
Suite,  give  you  increased 
manageability. 


Pentium  Pro  processor 
helps  build  a  stronger, 
healthier  Intranet. 


Faster  Web  searches 
powered  by  Open  Text* 

and  Pentium  Pro 
processor-based  systems. 


x^ir.rtioo.  M'k'icaleil  nan. 
nilieroompvutti. 


The  Pentium®  Pro  processc 


{  Executive  Summary  } 


Combined  with  Windows  NT  and  desktop 
manageability  tools,  the  Pentium®  Pro  processor 
(notice  the  "PRO")  can  save  you  money. 

Just  ask  IT. 


i:ost  of  ownership  diagram. 

 ,  ,  

iny. 

The  Computer  Inside: 


If  golf  is  such  a  great  business,  how  come  the  number  of  players 
and  rounds  played  has  been  dropping? 

Gold  mine 
or  sand  trap  : 


By  Carolyn  T.  Geer 

It's  a  popular  notion:  Ameri- 
cans— young  and  old,  male  and 
female,  black  and  white — are  taking 
up  golf  in  ever-higher  numbers. 
Golf  stocks  are  hot — four  golf- 
related  companies  have  gone,  or  are 
set  to  go,  public  this  summer, 
including  Jack  Nicklaus'  Golden 
Bear  Golf.  Golf  clothes  are  the 
rage.  Hollywood  has  discovered  the 
game  that  once  belonged  to  retired 
white  males:  A  handful  of  golf 
movies  are  in  the  works,  including 
Tin  Cup  starring  Kevin  Costner, 
which  will  tee  off  in  August. 

But  even  as  the  media  hype 
mounts,  the  numbers  are  going  flat. 
The  number  of  golfers  in  the  U.S. 
peaked  at  27.8  million  in  1990, 
according  to  the  National  Golf  Foun- 
dation, and  settled  at  25  million  last 
year.  Women  golfers  stand  at  5.4  mil- 
lion, down  from  a  high  of  6.5  million 
in  1990.  Total  rounds  played  slipped 
to  490  million  last  year,  down  from 
505  million  in  1992. 

What  happened?  Aging  baby 
boomers  took  up  this  less  strenuous 
sport,  but  they  had  just  so  much  time 
to  play.  With  children  and  demanding 
jobs,  they  found  it  increasingly  hard 
to  devote  the  four  to  five  hours  it 
takes  to  play  18  holes.  Research  con- 
ducted for  the  National  Golf  Foun- 
dation shows  that  time  with  family 
and  time  at  work  are  now  the  two 
main  competitors  for  golf. 

Thirty-eight-year- old  production 
component  salesman  Stewart  Oliver 
of  Naperville,  111.  is  typic  il  He  took 
up  golf  after  college,       ried  and 


joined  a  golf  club,  logging  at  least  36 
holes  each  weekend.  But  with  two 
daughters,  aged  5  and  2,  Oliver  now 
spends  more  time  driving  them  to 
play  groups  than  he  spends  on  the 
driving  range.  Says  the  former  8 


handicapper:  "My  wife  used  to  joke 
that  when  I  had  my  own  business  I'd 
have  more  time  to  play  golf."  And 
now  that  he  owns  a  manufacturers' 
rep  agency?  "I  have  even  less  time  to 
play,"  he  says.  He  has  given  up  his 
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golf  club  membership. 

As  Americans'  participation  in  the 
game  has  leveled  off,  so  too  has  their 
spending  on  it.  Sales  of  golf  equip- 
ment were  flat  last  year  at  $1.37  bil- 
lion. Sporting  goods  sources  say  that 
since  golf  clubs  are  more  expensive 
and  sturdier  than  they  used  to  be, 
people  don't  replace  them  as  often. 
Thomas  Doyle,  a  researcher  at  the 
National  Sporting  Goods  Associa- 
tion, says  golfers  will  buy  only  "if 
they  feel  there's  a  better  widget  on 
the  market  that  will  improve  their 
game."  Not  surprisingly,  the  only 
equipment  category  that  recorded  a 
sales  increase  last  year  was  high-tech 
clubs,  such  as  the  oversized  drivers 
popularized  by  Callaway  Golf  Co. 

Callaway's  success  has  been  the 
driving  force  behind  golf's  go-go 
image.  Since  the  clubmaker  went 
public  in  1992,  its  revenues  have 
jumped  from  $132  million  to  $553 
million;  its  stock  has  split  three  times, 
climbing  from  2  K  to  31.  That  set  off 


Fore! 


Company/business 

Recent 
price 

YTD 
price 
cnangc 

Latest 
12-mo 
p/r 

Price/ 
sales  per 
share 

Sales 
($mil) 

Market 
value 
v^miij 

Aldita/club  shafts 

-2.9% 

20.6 

1.2 

$56.5 

$68 

Arnold  Palmer  Golf/equipment 

Tk 

93.3 

NM 

0.9 

24.6 

21 

Ashworth/apparel 

4% 

-7.3 

26.4 

0.8 

74.5 

57 

Callaway  Golf/clubs 

31 

37.0 

19.3 

3.9 

553.3 

2,229 

Coastcast/club  heads 

18/4 

80.2 

20.5 

2.2 

76.0 

160 

Cutter  &  Buck/apparel 

11.8 

32.8 

1.4 

13.4 

35 

Family  Golf  Centers/driving  ranges 

45.2 

106.0 

22.6 

12.4 

281 

Sport-Haley/apparel 

16 

65.1 

23.2 

4.1 

12.6 

64 

NM:  Not  meaningful.  Source:  Market  Guide  via  OneSource  Information  Services. 
Golf  stocks  have  reached  lofty  levels  this  year.  Are  they  headed  for  the  rough? 
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a  rush  of  IPOs.  A  more  recent  spark: 
Family  Golf  Centers  (Forbes,  June 
17),  a  chain  of  25  driving  ranges  that 
went  public  in  1994  and  whose  stock 
has  more  than  doubled,  to  26%,  from 
11%  a  year  ago.  "Driving  range  facil- 
ities are  red-hot  right  now,"  says  Bud 
Leedom  of  Golf  Insight  &  Investing 
newsletter.  The  stock  trades  at  106 
times  earnings.  Now  other  golf  IPOs 
are  coming  to  market  with 
scant  revenues  or  no  profits. 

Fueling  the  speculative 
fire  this  year,  in  January 
conglomerate  American 
Brands  paid  an  astounding 
$715  million  for  Cobra 
Golf,  which  had  $152  mil- 
lion net  sales  and  $28  mil- 
lion net  income  for  the  nine 
months  ended  Sept.  30, 
1995.  Cobra  makes  the 
King  Cobra  Ti  titanium 
club  that  gives  Callaway's 
Big  Bertha  a  run  for  its 
money.  Already  the  biggest 
provider  of  golf  gear,  selling 
$579  million  worth  of 
Titleist  and  Foot- Joy  brand- 
ed products  in  1995,  Amer- 
ican Brands  is  obviously 
greedy  for  more. 

So  are  quite  a  few  other 
people  with  money  An  esti- 
mated $1.3  billion  was 
invested  last  year  building 
468  new  and  expanded  golf 
courses.  Local  and  regional 
banks  lend  money  to  devel- 
opers. Municipalities  have 
gotten  into  the  act  by  float- 
ing bond  issues  to  build 
golf  courses.  "There's  a 
perception  in  the  market 
that  golf  is  hot,  and  so 


we're  seeing  a  lot  of  money  come 
from  other  areas,"  says  Michael 
Hughes,  director  of  the  National 
Golf  Course  Owners  Association. 
Allstate  Insurance,  the  Calvert 
mutual  fund  organization  and 
Kansas  City,  Kans. -based  investment 
adviser  Waddell  &  Reed  recently 
purchased  $31.3  million  in  bonds 
issued  by  the  Maryland  Economic 
Development  Corp.  The  proceeds 
are  being  used,  along  with  $22.6 
million  in  state  and  county  funds,  to 
build  the  Rocky  Gap  Lodge  and 
Golf  Resort  near  Cumberland.  The 
centerpiece  is  an  18 -hole  Jack  Nick- 
laus-designed  golf  course,  driving 
range  and  putting  and  chipping 
greens.  Rocky  Gap  will  be  Mary- 
land's 175th  golf  course. 

But  while  American  Brands  and 
others  are  getting  in  deeper,  others 
are  cashing  out.  Callaway  Golf's 
founder,  Ely  Callaway,  dumped  2.2 
million  shares  in  February,  76%  of  his 
holdings.  Callaway  is  in  his  70s  and 
may  want  to  diversify  his  portfolio, 
but  that  much  selling  tells  you  some- 
thing. His  colleagues  have  sold  half  a 
million  shares  so  far  this  year. 

Neil  Miller  is  associate  general 
counsel  at  National  Golf  Properties, 
a  real  estate  investment  trust  that 
buys  golf  courses  and  leases  them  to 
others — in  most  cases  a  sister  compa- 
ny— to  operate.  National  Golf,  how- 
ever, doesn't  build.  It  buys  courses 
that  others  have  built  and  couldn't 
make  pay.  It  has  no  dearth  of 
prospects.  Since  going  public  in 
1993,  National  Golf  has  purchased 
46  golf  courses  for  $275  million. 

"The  story  on  golf  courses  is  that 
generally  they  are  not  worth  what 
they  cost  to  build,"  says  Miller.  He 
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scribbles  on  an  envelope:  It  costs  at 
least  $6  million  to  build  a  modest 
golf  course.  Operating  margins  are 
typically  30%;  so  to  earn  even  15%  on 
the  $6  million  investment,  the  course 
would  need  to  gross  $3  million. 
Assuming  an  optimistic  50,000 
rounds  are  played  each  year,  the 
course  would  have  to  charge  $60  a 
round  to  make  its  nut.  Yet  National 
Golf  gets  only  $24  a  round  from 
golfers  playing  its  run-of-the-mill 
courses,  $41  per  round  on  a  resort 
course.  But  since  National  Golf's 
investment  is  at  least  one-third  less 
than  what  it  costs  to  build  a  course 
from  scratch,  it  operates  on  more 
favorable  arithmetic. 

Lacking  that  favorable  arithmetic, 
in  the  past  few  years,  a  half-dozen 
cities  from  Wasco,  Calif,  to  Lewis- 
burg,  Tenn.  have  defaulted  on  bonds 
issued  to  build  municipal  golf  courses, 
reports  Patricia  Lytle  of  the  Bond 
Investors  Association.  North  Manka- 
to,  Minn,  built  a  course  in  1991  with 
money  from  a  lease  participation 
organized  by  Ohio's  Banc  One  Leas- 
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ing  Corp.  When  revenues  failed  to 
measure  up,  North  Mankato 
returned  the  property. 

Zurn  Industries  is  unloading  its 
Lynx  Golf  club-making  business  after 
its  revenues  sank  from  $40  million  in 


"My  wife  used  to  joke 
that  when  I  had  my 
own  business  I'd  have 
more  time  to  play  golf." 
Wrong! 


fiscal  1993  to  $30  million  in  fiscal 
1995;  Lynx  had  a  $12  million  oper- 
ating loss  that  year.  The  buyers,  led 
by  golf  pro  Fred  Couples,  reportedly 
include  a  gaggle  of  famous  names 
from  actors  Sean  Connery  and  Jack 
Nicholson  to  software  mogul  Paul 
Allen.  Those  celebrities  may  end  up 
w  ishing  they  had  continued  playing, 
rather  than  investing  in  the  game. 
The  Cisneros  family  of  Venezuela  put 
Spalding  Sports  Worldwide  on  the 


block  this  spring,  and 
Wilson,  owned  by  the 
Amer  Group,  a  Finnish 
conglomerate,  is  rumored 
to  be  for  sale. 

Golf  bulls  say  that  build- 
ing more  courses  will  draw 
new  people  to  the  game  by 
making  it  more  convenient 
for  them  to  play.  Try 
telling  that  to  folks  in 
Leander,  Tex.  In  1989  a 
local  real  estate  developer 
convinced  Leander's  town 
fathers  to  build  a  public 
golf  course  for  $3.5  mil- 
lion. The  National  Golf 
Foundation  projected  that 
golf's  growing  popularity 
would  make  Leander's 
course — christened  the 
Crystal  Falls  Municipal 
Golf  Course — a  sure 
winner. 

Meanwhile,  neighboring 
towns  got  the  same  bug, 
and  public  golf  courses 
began  springing  up  all 
over  this  area  north  of 
Austin.  Rounds  played  on 
Crystal  Falls  now  hover 
around  30,000  per  year, 
far  short  of  the  55,000 
rounds  the  course  needs  to  break 
even.  The  course's  $582,000  in 
annual  revenues  barely  covers  the 
$500,000  that  it  costs  to  run  and 
maintain,  never  mind  the  $350,000 
in  yearly  debt  service  payments  on 
the  revenue  tax  bonds  issued  to  pay 
for  the  course. 

"We've  had  to  start  robbing  other 
funds"  to  meet  the  bills  for  the 
course,  says  Kenneth  Craven,  city 
administrator  in  Leander.  Last  year, 
the  city  council  voted  to  cover  part 
of  its  debt  service  with  funds  meant 
for  the  town's  utility  and  general 
reserve  funds.  That  means  the  1%  of 
Leander  residents  who  play  Crystal 
Falls  are  being  subsidized  by  the 
99%  who  don't.  In  June  the  city 
decided  to  close  the  course  on 
Mondays.  Now  it  is  considering 
converting  9  holes  into  a  soccer 
field. 

Golf  has  surely  had  a  nice  run,  but 
nothing  grows  to  the  skies.  That  may 
be  an  over-used  phrase,  but  ignoring 
it  has  cost  lots  of  people  lots  of 
money.  ■■ 
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A  lot  of  people  are  throwing  money  at  radio  stations. 
Forbes  smells  a  buying  frenzy  and  notes  that  some 
smart  money  is  getting  out. 

Radio  daze 


By  Bernard  Condon 

Lest  you  doubt  Westinghouse  Elec- 
tric Corp.  Chairman  Michael  Jordan's 
determination  to  transform  Westing- 
house  into  a  media  company,  check 
out  the  price  he  agreed  to  pay  in  June 
for  $326  million  (1995  sales)  Infini- 
ty Broadcasting.  For  this  owner  of  44 
radio  stations,  Westinghouse  is  paying 
$4.4  billion — including  assumption 
of  $1  billion  in  debt.  That  works  out 
to  18  times  Infinity's  likely  cash  flow 
for  1996 — defined  as  earnings  before 
interest,  taxes,  depreciation  and 
amortization,  EBITDA.  Compare  this 
with  two  years  ago,  when  most  radio 
stations  were  trading  hands  at  eight 
to  nine  times  EBITDA  cash  flow. 

The  obvious  question  is:  Did  West- 
inghouse overpay?  If  it  did,  it  has 
plenty  of  company.  Last  year  stocks  of 
companies  owning  radio  stations 
began  to  move  in  anticipation  that 
Congress  would  scrap  a  law  limiting 
ownership  of  radio  stations  to  40  per 
company.  In  February  Congress  elim- 
inated the  national  ownership  limit. 
Almost  immediately  Clear  Channel 
Communications,  a  San  Antonio- 
based  broadcaster,  agreed  to  buy  18 
stations  for  13  times  year-ahead  cash 
flow.  And  Dallas-based  Chancellor 
Broadcasting  paid  14  times  cash  flow 
for  12  stations. 

Chancellor  went  public  in  Febru- 


ary; its  stock  has  climbed  by  nearly 
50%  since  then  and  even  in  this 
choppy  market  was  recently  trading  at 
29 !4,  about  14  times  this  year's  likely 
cash  flow.  Rumors  fly  that  Disney  is 
eyeing  the  company. 

Westinghouse  wanted  Infinity 
because  its  stations,  combined  with 
the  39  Westinghouse  already  owned, 
would  create  a  radio  company  more 
than  triple  the  size  of  its  nearest  rival. 
In  ten  of  the  nation's  largest  cities,  the 
merged  station  group  will  control,  on 
average,  close  to  a  third  of  the  radio 
ad  spending  in  its  markets.  By  com- 
bining operations  of  different  stations 
in  the  same  market,  it  may  be  relative- 
ly simple  to  achieve  economies  of 
scale.  "There's  an  incredible  amount 
of  [potential]  cost  savings,"  says 
Thomas  Price  of  Heine  Securities,  a 
major  Westinghouse  shareholder. 

Hence  the  urge  to  merge.  "Some 
stations  are  going  to  have  40%  to  60% 
of  radio  revenues  in  a  market,"  says 
Bishop  Cheen,  a  media  analyst  at 
Charlotte,  N.C.  First  Union  Capital 
Markets.  "That's  a  pretty  big  gorilla. 
It's  tough  not  to  be  bullish." 

Is  there  a  skeptic  in  the  house? 
When  everyone  is  bullish,  the  con- 
trarian in  us  comes  awake:  Phelps 
Hoyt,  a  junk  bond  analyst  at  KDP 
Investment  Advisors,  formerly  the 


high-yield  unit  of  Duff  &  Phelps, 
shares  our  doubts. 

Hoyt  has  done  some  figuring.  He 
estimates  that  to  justify  the  multiples 
for  recent  deals,  cash  flows  will  have  to 
grow  at  least  12%  a  year  for  several 
years,  about  twice  the  current  rate  of 
increase  and  three  times  the  econo- 
my's growth  rate.  "Maybe  [the  sta- 
tions'] cash  flows  can  grow  at  twice 
the  gnp,  but  not  three  times,"  says 
Hoyt,  flatly.  Radio,  after  all,  is  not  the 
only  medium  after  the  ad  dollar,  and 
the  ad  dollar  is  not  infinitely  elastic. 

The  radio  bulls  are  betting  that  the 
station  groups  can  grab  ad  dollars 
from  local  television  and  newspapers. 
Maybe,  but  the  prices  being  paid  for 
radio  stations  suggest  that  the  buyers 
hope  to  raise  ad  rates.  "No  medium  is 
so  valuable  to  us  that  we  feel  married 
to  it  if  the  price  gets  too  high,"  says 
the  head  of  marketing  at  a  major  New 
York  bank,  which  spends  about  12% 
of  its  annual  ad  budget  on  radio. 
"There  are  no  sacred  cows." 

We  and  Phelps  Hoyt  are  not  alone 
in  our  skepticism.  Some  of  the  earlier 
investors  are  happily  cashing  out.  In 
March  the  Blackstone  Group  agreed 
to  sell  its  18  stations  to  Clear  Channel 
for  13  times  cash  flow,  doubling  its 
$34  million  investment  in  less  than 
two  years'  time.  A  few  years  ago  New 
York's  Vestar  Capital  Partners  was  buying 
radio  stations  at  seven  times  cash  flow, 
but  stopped  buying  about  a  year  ago. 
"Once  [bids  for  stations]  got  to  ten  times 
cash  flow,  it  was  a  reach,"  explains 
Norman  Alpert,  a  Vestar  partner.  In 
January  Vestar  sold  its  12 -station  group  to 
Evergreen  Media  for  $316  million — 13 
times  cash  flow,  more  than  tripling 
Vestar's  partners'  money  in  two  years. 
Enough,  figured  the  partners,  as  they 
took  Evergreen's  money  and  ran.  M 


Impressive  multiples 

Company  acquiring 

Recent 

Market  cap! 

Cash  flow 

Market  value/ 

Company  bought 

Purchase 

Price/ 

price 

($mil) 

(1996) 

cash  flow 

price 

cash  flow 

($mil) 

($mil) 

American  Radio  Systems 

39 

$1,215 

$90 

13 

Henry  Broadcasting 

$111 

12 

Chancellor  Broadcasting 

29K 

1,161 

84 

14 

Shamrock  Broadcasting 

395 

14 

Clear  Channel  Communications 

76K 

3,492 

180 

19 

US  Radio 

140 

13 

Infinity  Broadcasting 

26'/* 

4,180 

250 

17 

Granum  Holdings 

410 

14 

Jacor  Communications* 

25K 

1,436 

113 

13 

Citicasters 

770 

12 

Westinghouse  Electric* 

163/4 

16,384 

1,267 

13 

Infinity  Broadcasting 

4,434 

18 

•Acquisition  not  yet  completed.  tMarket  value  of  equity  plus  net  debt. 


Sources:  KDP  Investment  Advisors;  CS  First  Boston;  First  Union  Capital  Markets. 

The  market  hasn't  penalized  companies  acquiring  stations  at  high  multiples  of  cash  flow.  Not  yet. 
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Advice  to  Americans  from  the  father  of  modern  Singapore,  Lee  Kuan  Yew: 

c<Ride  it!  You  can't 


An  interview  with  Lee  Kuan  Yew  by  Andrew  Tanzer 


Lee  Kuan  Yew  is  not  everyone's  cup  of 
tea.  Prime  Minister  of  Singapore 
from  its  shaky  founding  in  1959  until 
1990,  when  he  handed  the  reins  of  a 
highly  prosperous  city-state  to  his 
designated  successor,  Goh  Chok 
Tong,  Lee  ran  an  authoritarian — 
though  not  totalitarian — govern- 
ment. When  foreign  publications 
offended  Singapore's  leaders,  they 
were  banned.  He  hanged  drug  deal- 
ers and  Singapore  had  an  American 
boy  caned  for  writing  graffiti  on  cars. 
Though  Western-educated  and  a  firm 
believer  in  free -enterprise  capitalism, 
he  has  been  outspokenly  critical  of 
what  he  regards  as  degenerate  ten- 
dencies in  the  U.S.  and  Europe. 

But,  admire  him  or  despise  him, 
this  you  can't  take  away  from  Lee: 
He  took  a  tiny  country  (pop.  3  mil- 
lion, area  250  square  miles)  that  is 
entirely  lacking  in  natural  resources 
and  turned  it  into  one  of  the  most 
prosperous  places  on  earth.  Per  capita 
income  exceeds  England's;  there  is 
very  litde  crime,  practically  no  unem- 
ployment and  it  has  a  first-rate  edu- 
cational system.  This  in  a  place  that 
came  out  of  World  War  II  in  ruins 
and  destitute.  Forbes  interviewed 
Lee,  now  senior  minister,  at  his  office 
in  Singapore  recentiy. 

Forbes:  What  created  the  eco- 
nomic success  across  Asia? 
Lee:  I  think  the  basic  underlying 
reason  for  the  success  is  the  people, 
who  are  disciplined,  rake  education 
seriously — especially  mathematics, 
science  and  engineering — and  have 
cultural  habits  of  high  savings  and 
high  investments,  alwa;  s  working  for 
the  next  generation.  Then  came  the 
rapid  spread  of  this  industrializing 
process.  It  accelerated  with  the  Plaza 
Accord  in  1985,  which  pushed  up  die 
yen,  dien  forced  the  Korear  w  »n  and 
the  Taiwanese  dollar  and  t . 
pore  dollar  up.  This  forced  tru  v lo- 


cation of  Japanese  industries  to  the 
newly  industrialized  economies,  from 
these  economies  to  the  rest  of  South- 
east Asia,  then  China,  Vietnam  and 
now  Myanmar  [Burma].  This  had  a 
cascading  effect. 
Will  it  continue,  this  cascade? 
I  think  we're  going  to  see  two, 
maybe  three,  decades  of  very  high 
growth  compared  [with]  Western 
Europe  or  America.  I  see  China  and 
Vietnam  and  the  rest  of  Southeast 
Asia  sprouting  tens,  if  not  hundreds, 
of  cities  like  Taipei,  Seoul,  Kao- 
hsiung,  Pusan,  all  along  the  coasts 
and  up  the  rivers. 
And  the  rest  of  the  world? 
I  see  a  very  troubling  and  at  the  same 
time  exciting  new  world  in  which 
international  boundaries  can  be  pen- 
etrated without  difficulty.  The  flow  of 
information,  of  capital  cannot  be 
stopped.  This  is  the  great  conun- 
drum. You're  going  to  have  pockets 
of  very  well  educated,  knowledge- 
able, active  minds  in  America  and 
Europe  still  leading  the  world  in 
quality  of  life  and  standard  of  living. 
There  will  be  concentrations  of  intel- 
lectual power  and  scientific  knowl- 
edge [in  the  U.S.].  But  you  will  also 
have  huge  swathes  of  comparatively 
poorly  off  people. 

Some  folks  in  the  U.S.  blame  our 
pockets  of  poverty  on  competi- 
tion from  lower-wage  countries. 

Whether  we  like  it  or  not,  technolo- 
gy has  made  this  one  world  market 
for  labor.  Jobs  can  leapfrog  bound- 
aries. But  good  minds  in  the  world 
will  command  very  high  salaries,  very 
high  fees.  In  the  same  way,  jobs  at  the 
lower  end  of  the  scale  can  also  be 
transferred  across  the  globe,  and  will 
be.  And  so,  whether  Americans  like  it 
or  not,  whether  Singaporeans  like  it 
or  not,  our  lower-end  jobs  are  going 
to  be  taken  over  by  our  neighbors 
because  they  will  be  able  to  do  these 
jobs  for  one-half,  sometimes  one- 
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"Wealth  will  go  to  the  top, 
and  wealth  at  the 
bottom  will  spread  to 
the  poorer  countries." 

|  quarter  the  price. 
8  It's  a  conundrum.  We  are  going  to 
|  create  great  wealth,  but  in  the  nature 
<=  of  this  transition,  the  wealth  will  go 
|  to  the  top.  And  the  wealth  that  was 
g  at  the  bottom  of  the  rich  countries 
s  will  now  be  spread  to  the  poorer 
g  countries.  In  other  words,  we  [he 
|  means  the  more  prosperous  countries 
|  in  general]  are  in  for  social  turmoil, 
§  unless  we  find  a  way  to  moderate  or 
compensate  for  this. 

Any  sudden  change  in  the  way  in 
which  we  make  a  living  in  the  world 
brings  dislocation.  This  is  going  to 
be  a  very  massive  dislocation  world- 
wide. Unions  will  try  to  protect 
themselves  and  their  members' 
interests,  but  their  jobs  will  run  out 
[because]  their  companies  will  be 
beaten  in  the  international  market- 
place unless  they  can  make  use  of 
cheaper  labor  elsewhere. 
Is  this  a  world  in  which  the  U.S. 
will  lose  its  economic  edge? 
I  think  your  information  industry  is 
the  most  competitive — telecoms, 
computers,  your  services,  banking, 
insurance,  then  your  aerospace, 
biotechnology.  But  what  Asia  needs 
is  not  just  the  state-of-the-art  stuff 
that  will  enable  [the  U.S.]  to  keep 
its  edge  worldwide,  but  also  basic 
industries,  like  steel,  petrochemicals, 
motorcars,  and  basic  infrastructure 
like  railroads  and  high-speed  trains. 
Asia  must  catch  up  with  the  rest  of 
the  world:  road  networks,  rail  net- 
works, telecoms,  airports. 
Can  the  U.S.  compete  in  these 
industries  in  Asia? 
You  have  to  establish  your  sub- 
sidiary bases  here  to  win  these  pro- 
jects. It  will  be  costly  to  source  your 
staff  and  materials  from  Houston  or 
San  Francisco  or  Chicago.  The 
Japanese  have  already  established 
subsidiary  bases  throughout  North- 
east and  Southeast  Asia.  They're 
earlier  and  more  aggressive.  In  the 
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basic  industries  they  arc  trying  to 
preempt  you. 

How  about  China?  China  has  the 
prospect  not  only  of  becoming  an 
economic  power  but — unlike 
Japan — of  becoming  a  political 
and  military  power  as  well. 
Absolutely.  Japan  decided  that  she 
had  a  fortuitous  recovery,  one  she 
did  not  deserve  after  what  she  did  in 
the  war.  She  was  extremely  grateful 
and  decided  to  opt  out  of  all  this 
dangerous  competition  for  power 
and  just  be  a  rich,  happy  country, 
which  she  has  become.  China  is  dif- 
ferent. She's  not  beholden  to  any 
country.  She's  fought  her  way  up. 
She  wants  to  find  her  own  feet,  and 
when  she  does,  she  wants  a  place  at 
the  main  table. 

This  is  one  of  the  mysteries  that  I 
find  very  difficult  to  solve:  Why  do 
your  human  rights  and  civil  liberties 
groups  believe  they  can  treat  China 
like  a  Third  World,  aid- receiving 
country  and  chastise  her  and  admon- 
ish her  as  if  she  were  a  colony  or 
semicolony  in  Africa  or  in  the  South 
Pacific?  This  is  absurd.  This  is  a  very 
old  civilization,  a  very  proud  people 
who  have  gone  through  200  years  of 
humiliation  and  want  to  recover  their 
strength  and  their  self-respect.  I 
would  not  go  around  baiting  them 
and  provoking  them. 
Our  government  and  many 
Americans  have  a  different  view 
than  you  do  of  the 
importance  of 
human  rights  versus 
economic  develop- 
ment. But  we  sure 
admire  your  low  tax 
rates  and  low 
unemployment. 
When    we  started 
[the  onetime  British 
colony  became  self- 
governing  in  1959 
and  broke  off  from 
Malaysia  to  become 
an  independent  state 
in  1965],  we  started 
with  British  punitive 
rates     of  personal 
income  tax.  We  were 
stupid!    It  was 
influence  of  Britis 
education.  The: 
had  to  learn  that  . 
was  the  way  to  derru 
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In  ten  years  Asia 
will  be  40%  of 
world  GDP.  In  20 

years  50%.' 


[High J  taxes 
demotivate  people 
at  the  top,  the 
alth  creators." 


tivate  the  people  at 
the  top,  the  wealth 
creators.  So  we  have 
brought  the  top  tax 
rates  down,  down 
and  down  these  past 
30  years.  Now  27%  is 
our  highest  marginal 
rate. 

[High  taxes]  demo- 
tivate people  and  are  a 
burden  that  becomes 
increasingly  onerous 
to  bear.  Demotivating 
people  is  most  debili- 
tating. You  are  taking 
away  from  a  man  a 
primeval  urge.  From 
Stone  Age  days  he's 
had  to  hunt,  get  and 
keep  meat  for  his  wife 
and  children.  If  you 
take  that  away  and  IHBBi 
say,  right,  the  govern- 
ment will  care,  then  you've  got  a  dif- 
ferent society. 

In  Washington,  Bonn  and  Paris 
we're  finding  that  these  entitle- 
ment programs  and  the  accompa- 
nying high  taxes  are  hard  to  get 
rid  of  once  they're  established. 
How  do  you  get  people  who  have 
got  used  to  this  for  20  or  30  years 
to  vote  Yes,  please  take  it  away? 
Please  reduce  it,  in  order  that  I  will 
be  competitive  again  and  I  will  strug- 
gle to  make  my  own  living?  Newt 
Gingrich  came  in  widi 
the  best 
of  plans.  But  when  it 
came  to  the  crunch, 
President  Clinton 
won.  He  came  out  on 
a  white  horse  with 
shining  white  armor, 
to  defend  all  the  poor, 
the    incapable,  the 
infirm  and  the  lame 
and  the  sick. 
Is  the  U.S.  as  bad 
off  as  Western 
Europe  in  this 
respect? 

I  think  [this  is]  better 
in  the  U.S.  than 
in  Europe.  Europe 
is  troubled  by  a  heav- 
ier social  burden, 
higher  taxes.  And 
there's  the  added 
problem  of  keeping 


their  economies  in  a 
straitjacket  to  meet 
the  European  Mone- 
tary Union.  So  it  will 
mean  slower  growth. 
In  the  U.S.  you  have 
less  social  taxes  to 
carry,  you  are  leaner 
and  more  competi- 
tive. You  also  have 
better  entrepreneurial 
traditions  and  tax  sys- 
tems. The  way  you 
can  start  up  new 
companies  with  ven- 
ture capital  is  some- 
thing Europe  and 
Asia  haven't  learned 
to  do. 

Forbes  recently  pre- 
dicted (July  15)  Asia 
would  continue  to 
grow  faster  than  the 
rest  of  the  world. 

Do  you  agree? 

In  ten  years,  at  a  rate  of  growth  [out- 
side of  Japan]  that  is  three  times  that 
of  Europe  or  America,  I  would  say 
that  Asia  will  be  about  40%  of  world 
GDP  in  purchasing  power  parity 
because  of  the  weight  of  China.  In  20 
years  it  will  be  about  50%  of  the 
world's  gross  domestic  product. 
Is  this  a  decline  of  America? 
No.  Your  relative  preeminence  will 
be  lost,  but  you've  been  losing  it 
since  the  end  of  World  War  II.  At 
the  end  of  the  war  you  were  preem- 
inent to  such  a  degree  that  you  had 
virtually  to  give  your  dollars  away  to 
help  the  others  come  back  on  their 
feet.  You  just  have  to  learn  that  this 
is  a  different  set  of  players.  In  Amer- 
ican football  terms,  you've  now  got 
on  the  other  side  300-pounders  to 
tackle.  You  have  to  think  out  a  dif- 
ferent strategy. 

There's  no  use  perceiving  this  as  a 
threat  because  it's  going  to  happen. 
So  it's  got  to  be  seized  as  an  oppor- 
tunity and  made  the  best  use  of. 
The  process  has  barely  started;  the 
diffusion  of  knowledge  is  going  to 
take  place  willy-nilly,  either  with 
your  participation — and  you  enjoy 
the  benefits  of  your  copyrights — or 
against  your  wishes,  with  people 
breaching  your  copyrights. 
Your  advice  to  the  U.S.? 
Ride  [this  economic  trend].  You  can't 
fight  it!  ■■ 
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["he  new  business  climate  is  giving 

LOS  ANGELES  SOMETHING  TO  SMILE  ABOUT. 
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Over  the  past  few  years,  the  sharp  increase  in  LA's 
job  market  has  everyone  grinning  from  ear  to  ear. 
There,  were  nearly  61,000  new  jobs 
created  in  1995,  with  over  186,000 
more  predicted  in  the  next  two  years. 
And  not  just  minimum  wage,  either. 


Everything  from  retail  sales  to  hi-tech,  high-pay ii iy 
career  positions.  To  learn  how  your  new  or  expanding 
business  can  get  help  with  things  like  low-cosi 
inancing,  tax  credits,  job  training  and  siie 
selection,  call  1 -800-7-LA-FACT.  And  find  c  ;l 
A'hy  people  in  LA  are  smiling  again. 


©1996  New  Los  Angele 
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Active  partnership  is  powered  by  the  attention 
to  our  customers'  present  and  future  needs 
that  cements  solid,  long  term  relationships. 
By  anticipating  the  demands  oi  tomorrow, 
while  meeting  those  oi  today,  we  can  work 
together  to  create  custom  tailored  risk 
management  products  and  solutions  that  yield 
superior  results  in  areas  like  cost  management 


and  customer  service.  As  a  member  of 
The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  oiler 
long-term  active  partnei  ship  to  you.  For  more 
information,  contact  your  agent  or  broker,  or 
call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

The  Power  ol  Partnership' 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUR 


Wall  Street  calls  this  hot  new  sell  "eatertainment." 
Investors  are  gobbling  it  up.  Indigestion  is  inevitable. 


By  Lisa  Gubcrnick  with  Daniel  Roth 

It's  a  sunny  day  in  downtown  Indi- 
anapolis, but  inside  the  new  $4.5  mil- 
lion Starport  entertainment  center, 
the  mood  is  dark.  The  lights  flash, 
the  videogames  bong  and  wail,  but 
the  26,000-square-foot  hall — part 
arcade,  part  restaurant — is  nearly 
empty.  Richard  Rice,  a  50-year-old 


technician  on  a  break  from  nearby 
Ameritech,  watches  as  a  friend  plunks 
$1.50  worth  of  tokens  into  a  car- 
racing  game  that  lasts  all  of  two  min- 
utes. He  is  not  impressed:  "I'm  at  the 
age  where  the  game  is  over  with  and 
I  want  the  real  thing." 

This  is  not  good  news  for  enter- 


tainment giants  like  United  Artists 
Theatre  Circuit  Inc.,  owner  of  Star- 
port,  or  for  Viacom  and  a  host  of 
other  companies  spending  hundreds 
of  millions  of  dollars  on  a  newfangled 
kind  of  entertainment:  two  parts 
food,  one  part  merchandise  and,  in 
some,  a  dash  of  virtual  reality. 

It's  yet  another  gimmick  to  get 
consumers  to  part  with  their  hard- 
earned  dollars.  This  one,  however, 
seems  like  it  could  fizzle. 

For  all  the  hype  about  the  glorious 
future  of  leisure-time  businesses,  the 
hard  fact  is  that  consumers  have  only 
so  much  money  and  so  much  time. 
These  limits  show  in  movie  ticket 
sales,  which  have  been  flat  for  years. 
The  rise  in  domestic  box  office  rev- 
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United  Artists'  newest  Starport 

Will  adding  a  virtua  .  nue  (or  three)  bring  more  people  to  the  movies? 
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enue  comes  solely  from  increased 
ticket  prices — and  even  this  is  now 
bumping  against  limits.  The  motion 
picture  companies  hope  that  if  they 
add  a  virtual  reality  game  (or  three) 
to  their  theaters,  they'll  draw  in  a  new 
crowd  and  extract  from  the  existing 
audiences  extra  bucks  for  a  game  of 
laser  tag  and  a  burrito. 

Same  story  for  restaurants.  Annual 
sales  growth  for  full-service  restau- 
rants has  averaged  just  over  4%  for 
the  past  three  years,  barely  beating 
inflation.  "Operators  are  having  a 
harder  and  harder  time  distinguishing 
themselves,"  says  Rob  Nicoski,  a 
restaurant  analyst  with  Piper  Jaffray. 
Which  means  that  if  they  want  to  jack 
up  the  price  of  a  pepperoni  pizza, 
they  have  to  offer  an  experience  and 
not  just  a  menu.  Glitzy  successes  like 
Rainforest  Cafe  (Forbes,  Oct.  23, 
1995)  seem  to  point  the  way.  By  Hog- 
ging "eatertainment"  stocks  Wall 
Street  hopes  to  cash  in  on  the  magic 
that  seems  to  happen  when  a  laser 
beam  gets  crossed  with  a  hamburger. 

The  suckers  are  already  biting. 
Dave  &  Buster's,  an  oversized  beer- 
joint- cum- restaurant- cum -video - 
arcade  chain  that  went  public  in  June 
1995,  trades  at  23%  (up  from  11),  a 
price/earnings  ratio  of  nearly  50. 
Another  eatery-cum-gimmick,  Planet 
Hollywood  (Tinseltown  memorabil- 
ia), has  nearly  a  triple-digit  multiple. 
Rainforest  Cafe,  recently  traded  at 
27^6,  has  a  multiple  that  is  off  the 
charts — last  year  it  lost  money. 
Knoxville-based  Regal  Cinemas'  ver- 
sion is  FunScape,  a  50,000-square- 
foot  indoor  video  arcade  and  minia- 
ture golf  course  that  is  adjacent  to  a 
movie  complex.  Regal  is  trading  at  43 
times  earnings,  about  a  40%  premium 
to  the  rest  of  the  movie  exhibitors. 
(See  table,  p.  54.) 

At  first  blush,  the  eatertainment 
numbers  do  look  impressive.  Earn- 
ings at  Dave  &  Buster's,  founded  in 
1982  by  bar  owner  James  (Buster) 
Corley  and  arcade  operator  Dave 
Corriveau,  have  climbed  to  $5  mil- 
lion, from  $861,000  in  1992.  Net 
profit  margins  are  27%.  But  hey — a 
fajita  is  a  fajita,  a  pizza  a  pizza,  and 
these  kinds  of  margins  have  a  way  of 
fading  with  the  novelty.  Dave  & 
Buster's  Houston  and  Atlanta  loca- 
tions, for  example,  saw  revenues  drop 
10%  after  the  first  year  of  operation 
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Global  network 
serves  greater  demands 

Bangkok  Bank's  Worldwide  Branch  Network 
Continues  to  Expand 


Our  service  horizon  is  continually 
expanding  as  we  regularly  open 
new  branches  both  Asiawide 
and  worldwide.  With  our  more  than 
480  domestic  branches, 
22  international  branches, 
3  representative  offices  and 
more  than  1 ,500  correspondent 
banks  in  various  financial  centres 
around  the  world,  we  are  always 
available  to  serve  your  business 
needs  in  a  professional  manner. 

Wherever  in  the  business  world  you  need  quick,  reliable  service, 
Bangkok  Bank  is  ready  to  assist  you. 


^  Bangkok  Bank 

The  Asian  International  Bank 


BANGKOK  BANK  PUBLIC  COMPANY  LIMITED  HEAD  OFFICE  :  333  Silom  Road  P  O  Bon  95  BMC  Bangkok  10000.  Thailand 
Tal  231 -4333  Bob  Mor  Jot  Rag  No  111 


Viacom's  Indianapolis  Block  Party 
Chuck  E.  Cheese  for  grown-ups? 


and  another  2%  in  the  third.  One,  in 
Philadelphia,  along  the  Delaware 
River  waterfront,  operated  at  over 
100%  capacity  for  its  first  few  mondis. 
But  the  repeat  business  may  not  be 
there:  A  recent  spring  evening  found 
the  place  nearly  half-empty. 

A  conversation  with  a 
patron  explained  why.  Judy 
Harrington,  a  middle-aged 
hospital  executive,  drove  in 
from  suburban  Philadelphia 
with  her  husband,  her  son 
and  his  college  girlfriend 
for  dinner  and  a  round  of 
games  in  the  "Million 
Dollar  Midway."  She  liked 
it  well  enough,  she  said, 
and  it  was  one  of  the  few 
things  the  family  could  do 
together.  How  often  would 
they  go?  "About  once  a 
year,  if  that.  A  steady  diet 
would  be  a  litde  much."1 

Nor   can   they  afford 
eatertainment  ever) 
they  go  out.  Jeffrey  Sc 


brought  his  daughter  Jennifer  and 
three  of  her  friends  to  the  Victor, 
N.Y.  FunScape  for  her  eleventh  birth- 
day. An  afternoon  of  mini  golf,  simu- 
lated batting  cages  and  laser  tag  ran 
him  close  to  $100.  "It's  a  little 
expensive  for  the  experience,"  says 


Flavor  of  the  month 


Company 

Latest 
12-month 
sales 
($mil) 

Recent 
price 

P/E 

Cheesecake  Factory 

$128 

2Vh 

31 

Country  Star  Restaurants 

5 

3/4 

NA 

Dave  &  Buster's 

60 

23% 

46 

Landry's 

118 

23% 

43 

Planet  Hollywood 

296 

23 

96 

Rainforest  Cafe 

13 

27& 

NA 

Regal  Cinemas 

206 

41% 

43 

Rock  Bottom  Cafe 

83 

13 

29 

NA:  Not  applicable. 

Source:  Market  Guide  via  OneSource  Information  Services. 

For  now,  the  eatertainment  multiples 
.nay  be  lofty.  But  what  happens 
when  consumers  lose  their  appetites? 


Scholl.  "For  the  same  money  I  can 
go  down  the  road  to  the  water 
slides — it's  just  a  lot  more  fun." 

A  lot  more  fun  is  an  ominous 
phrase.  Donald  Callender  bombed 
with  the  Bottom  Gun  Cafe,  a  combi- 
nation burger  joint  and  flight  simula- 
tor arena  in  Moreno  Valley,  Calif., 
which  he  opened  in  1991.  The  place 
is  deeply  in  the  red.  Virtual  reality,  he 
says,  doesn't  draw  past  one  or  two 
visits.  "They  put  you  in  a  capsule  and 
show  you  a  picture  and  shake  you 
around  until  you  throw  up"  is  his 
unsavory  but  realistic  description. 
"Most  people  would  rather  do  the 
real  things,  like  a  roller  coaster,"  Cal- 
lender says. 

Viacom's  entry  into  the  eatertain- 
ment game  is  Block  Party,  35,000- 
square-foot  entertainment  facilities 
now  in  Indianapolis  and  Albuquerque. 
Each  Block  Party  features  a  sprawling 
video  arcade  and  oversize  versions  of 
the  plastic  chutes,  ladders  and  ball 
courts  that  are  the  centerpiece  of  most 
indoor  playgrounds  for  children. 

The  restaurants  serve  everything 
from  quesadillas  to  burgers  and  beer 
and  wine.  The  idea  was  to  create  "a 
grown-up  Chuck  E.  Cheese,"  says 
Thomas  Frame,  general  manager  of 
the  Indianapolis  Block  Party. 

Fine,  but  Chuck  E.  Cheese  is  strug- 
gling. A  chain  of  pizza  parlors  featur- 
ing talking  robotic  rodents,  it  was 
founded  by  Nolan  Bushnell,  creator  of 
Atari,  and  flourished  in  the  early 
1980s — mushrooming  from  a  single 
franchise  to  over  a  thousand  in  a  half- 
dozen  years.  But  the  novelty  wore  off, 
and  the  operation  ended  up 
~~ bankrupt.  Now,  renamed 
ShowBiz  Pizza  Time,  it  is 
struggling. 

"These  things  are  like 
the  carousel  in  the  middle 
of  the  shopping  mall," 
says  Therese  Byrne,  edi- 
tor of  Retail  Maxim,  a 
New  York-based  newslet- 
ter reporting  on  retail  and 
real  estate  issues.  "They're 
all  right  for  a  few  rides, 
but  after  that  people  lose 
interest." 

The  paying  customers 
seem  to  be  getting  tired  of 
eatertainment.  But  the 
investment  woods  are  still 
full  of  believers.  H 
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WHAT   IF  THE  SKY  RE 

Pie  in  the  sky.  That's  what  most  of  today's  communication  technology  looked  like  just  a  few  years  ago.  But  that  was  before  most 
of  us  heard  of  things  like  the  Internet,  digital  satellite  television,  cellular  phones,  faxes,  online  transactions  and  all  the  rest.  Now  the 
real  question  isn't  so  much  where  the  information  revolution  is  going,  but  how  far  it  will  go.  At  AT&T,  we  don't  see  any  end  to  it.  Just  one 
evolution  after  another.  And  that's     >d  for  you.  Because  we're  going  to  make  sure  that  every  new  advance  in  communication  can  be  made  to 
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.LY   WASN'T  THE  LIMIT. 


for  you.  So  everything  thai s  important  to  you  is  within  your  reach.  Anytime.  Anywhere,  'that's  why  today 
we  already  connect  more  people  in  more  places  than  anyone  else.  With  the  most  powerful  communications 
network  in  the  world.  Unsurpassed  wireless  services.  And  easy  access  to  the  Internet  and  digital  satellite  television 
h  24-hour  customer  sewice.  Because  ATSfl  believes  that  when  people  communicate,  even  the  sky  isn't  the  limit. 


AT&T 


( )  1996  AT&T 
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industry  is  m  the  midst  of 
a  powerful  customer  and 


technology  driven  revolution; 


a  wireless,  digital  and 


multi-media  revolution  enabled 


by  the  key  technologies  that 
Lucent  Technologies  offers. 


This  revolution  will  change  the 
way  our  customers  —  and 


their  customers  —  live, 


work  and  communicate. 


Today,  tomorrow,  and  the 
day  after  tomorrow,  we  will 
provide  our  customers  with  the 
high-quality  solutions  they 
require  for  whatever  markets 


they  enter. 

Henry  B.  Schacht 
Chairman  and  CEO 
Lucent  Technologies 


This  FORBES  White  Paper,  The  New 
Integrated  Telcos,  was  prepared  by  the 
Yankee  Group's  Communications  Research 
programs.  The  Yankee  Group  continuously 
tracks  the  telecommunications  marketplace 
worldwide,  with  a  special  focus  on  the  U.S. 
market  evolution  since  the  passage  of  the 
1996  Telecom  Act.  This  White  Paper  reflects 
the  Yankee  Group's  broad  perspective  on 
various  market  segments,  including  business, 
consumer,  local,  long  distance,  wireless, 
video  and  Internet  services.  From  its  head- 
quarters in  Boston  and  offices  in  Canada,  the 
United  Kingdom,  Japan,  Australia  and  Brazil, 
the  Yankee  Group  supports  some  500  client 
companies,  including  the  leading  vendors  and 
users  of  telecommunications  networks  and 
services.  Berge  Ayvazian  is  Executive  Vice 
President  of  the  Yankee  Group. 


More  than  six  months  after 
President  Clinton  used  his 
electronic  pen  to  sign  the 
Telecommunications  Act 
of  1996,  the  rules  governing  the 
deregulation  of  the  U.S.  communi- 
cations industry  are  still  being  for- 
mulated. Although  the  technolo- 
gies, services  and  leading  players 
in  the  telecom  market  are  rapidly 
converging  in  anticipation  of  the 
new  industry  structure,  the  Federal 
Communications  Commission 
(FCC)  is  only  now  adopting  the 
specific  rules  of  engagement  that 
will  manage  competition  as  local 
and  long  distance  telephone  com- 
panies enter  each  other's  markets. 
These  rules  will  establish  the 
groundwork  to  guide  businesses 
and  consumers  into  the  age  of 
integrated  telecommunications 
services.  Ultimately  customers 
will  have  a  choice  among  several 
full-service  providers  and  a  broad 
range  of  telephone,  wireless,  video 
and  on-line  services. 

The  Telecommunications 
Act  of  1996 

The  Telecommunications  Act  of 
1996,  a  landmark  accomplishment 
of  the  1995-1996  Congressional 
season,  is  the  first  comprehensive 
rewrite  in  more  than  60  years  of 
the  laws  that  regulate  the  U.S. 
communications  industry.  The  Act 
reverses  the  trends  set  into  motion 
by  the  1984  breakup  of  AT&T  and 
the  Bell  System  that  separated 
long  distance  and  local  telephone 
service.  While  the  long  distance 
market  has  become  a  hotbed  of 
competition  over  the  past  decade, 
the  focus  of  this  legislation  is  to 
promote  competition  in  local 
telephone  services. 

The  Telecom  Act  also  provides 
a  framework  for  telephone  compa- 
nies to  offer  competitive  cable  TV 
services  and,  likewise,  for  cable 


companies  to  provide  telephone 
services.  Congress  aims  to  replace 
government  regulation  with  indus- 
try competition  that  will  encourage 
new  technology,  manage  prices  and 
spur  service  innovation. 

Timetable  for  Implementation 

Key  to  the  new  FCC  rules  are  the 
timetable  and  criteria  for  opening 
up  long  distance  services  to  the 
seven  local  phone  companies, 
known  as  Regional  Bell  Operating 
Companies  (RBOCs),  that  spun  off 
from  AT&T  in  1 984. The  Telecom 
Act  immediately  allowed  the 
RBOCs  to  offer  long  distance 
services  to  their  cellular  customers 
and  outside  their  service  territo- 
ries. Before  the  FCC  also  permits 
the  RBOCs  to  offer  long  distance 
services  to  their  local  exchange 
customers  within  their  operating 
regions,  RBOCs  must  follow  a 
14-point  checklist  detailed  in  the 
Telecom  Act. The  Bell  Companies 
must  meet  these  specific  require- 
ments in  each  state  where  they 
hope  to  provide  long  distance  to 
their  local  service  customers. The 
Telecom  Act  requires  RBOCs  to 
prove  there  is  effective  competition 
from  other  companies  using  their 
own  networks  and  switches  to 
offer  local  telephone  services  to 
both  business  and  residential 
customers,  on  a  state-by-state 
basis.  In  addition,  RBOCs  must 
prove  they  have  offered  competi- 
tors access  to  their  local  services 
for  resale  at  "fair  and  reasonable" 
wholesale  rates,  "unbundled"  their 
networks  to  allow  competitors  to 
buy  basic  service  elements  (from 
which  to  build  their  own  complete 
packages)  and  established  rules  that 
allow  competitors  to  interconnect 
with  their  networks. 

A  hypothetical  parallel  in  the  fast- 
food  industry  illustrates  the  require- 
ments placed  on  the  RBOCs. 


Suppose  McDonalds  decided  to 
sell  pizza  in  its  current  fast-food 
restaurants.  First  McDonald's  would 
be  required  to  offer  its  most  popu- 
lar burgers  for  resale  by  Pizza  Hut 
and  Domino's.  Rules  would  also 
require  McDonald's  to  establish  rea- 
sonable wholesale  rates  for  each 
burger  and  offer  the  competitors 
the  patties,  buns  and  special  sauce 
to  make  their  own  burgers.  Before 
selling  a  single  pizza,  McDonald's 
would  also  have  to  provide  access 
to  its  kitchens  wherever  requested 
and  prove  that  some  competitors 
are  cooking  their  own  burgers 
using  their  own  kitchens.  These 
measures  would  be  justified  by  the 
dominance  McDonald's  has  over  the 
fast-food  market. 

The  most  aggressive  RBOCs  plan 
to  submit  their  FCC  filings  as  soon 
as  the  final  rules  are  adopted. They 
hope  for  approval  to  offer  long 
distance  in  some  of  their  states  by 
year-end  1 996.  However,  the  long 
distance  carriers  already  have 
demonstrated  a  variety  of  delay 
tactics.  Ultimately  they  may  force 
the  RBOCs  to  prove  substantial  loss 
of  local  service  market  share 
before  these  companies  are  allowed 
into  the  in-region  long  distance 
market.  At  the  same  time,  long 
distance  carriers  are  competing  for 
contracts  to  provide  long  distance 
services  for  the  RBOCs  to  resell, 
and  they  are  also  planning  strategies 
to  enter  the  local  service  markets. 

Not  before  mid- 1 997,  the  Yankee 
Group  forecasts,  will  the  RBOCs 
receive  FCC  approval  to  offer  in- 
region  long  distance  in  the  first  five 
to  ten  states.  Even  longer  delays  — 
probably  until  the  end  of  the  decade 
—  are  expected  before  receiving 
FCC  approval  for  the  least  competi- 
tive states.  To  protect  local  carriers, 
the  FCC  prevents  the  largest  long 
distance  carriers  (those  with  more 
than  5%  market  share)  from 
"bundling"  local  and  long  distance 


With  the  completion  of  the 
AT&T  trivestiture  later  this 
year,  NCR  will  once  again 
become  an  independent, 
$7  billion  supplier  of  informa- 
tion technology  systems  and 
solutions.  The  company  is 
refocused  on  the  communica- 
tions, retail  and  financial 
service  industries.  In  the 
communications  sector,  NCR  is 
also  leveraging  five  years  as  a 
division  of  AT&T  to  deliver 
world-class  data  warehousing 
solutions.  NCR  has  formed  an 
alliance  with  SABRE  Decision 
Technologies  to  deliver  telecom 
providers  a  complete  customer 
retention  system  and  software 
solution.  One  telecom  client  is 
using  the  NCR/SDT  Customer 
Retention  solution  to  link 
customer  demand  with  capacity 
information,  thereby  improving 
target  marketing  of  new 
services,  reducing  cost  of 
acquisition  and  improving  the 
subscriber  life  cycle. 

Paul  O'Brien 

Vice  President  of  Marketing 
for  Communications  Industry 
Business  Group 
NCR 


The  new  telecom  law  does  one 
thing  above  others:  It  presents 
the  opportunity  to  design  a 
truly  competitive  marketplace. 
So,  today's  segmented  industry 
structure  no  longer  will  dictate 
the  players'  strategies  and 
actions.  What  will  the  smart 
players  do? 

They  will  ensure  that  they 
have  the  infrastructure  to 
serve  the  whole  range  of 
customer  requirements.  They 
will  have  the  right  package  of 
services  to  capture  and  retain 
the  high-value  customer. 
Finally,  they  will  have 
sufficient  scale  and  scope  to 
get  at  the  market  opportunities 
—  network,  wireless,  video, 
long  distance  or  interactive. 
In  short,  they  will  look  like  h 
new  Bell  Atlantic. 

Q«vmond  W.  Smith 

Bell  Atlantic  Corporation 


Recognizing  the  trend  of 
industry  convergence, 
all  of  the  major  carriers 
will  reposition  themselves 
as  integrated  providers 
that  offer  local  and  long 
distance  services. 

discount  packages  until  the  respec- 
tive RBOC  has  been  approved  for 
in-region  long  distance. The  FCC 
also  mandates  that  the  Bell 
Companies  implement  number 
portability  in  the  top  1 00  markets 
by  year-end  1 997.  With  this  service, 
customers  may  keep  their  tele- 
phone numbers  when  they  switch 
local  telephone  companies. 

Telco  Market  Dynamics 

The  likely  results  of  these  regula- 
tory changes  and  the  ensuing 
cross-industry  competition  are 
dramatic  shifts  in  the  telecommuni- 
cations industry  structure,  market 
share  and  segmentation.  As  the 
Telecom  Act  awaited  passage  at  the 
end  of  1995,  the  industry  was  sepa- 
rated strictly  into  local  and  long 
distance  segments.  Competition 
between  local  and  long  distance 
carriers  was  limited  to  the  $9  bil- 
lion local  toll  market.  While  com- 
peting carriers  (such  as  MCI,  Sprint 
^nd  WorldCom)  have  reduced 
AT&T's  share  to  some  60%  of  the 
billion  long  distance  market, 


the  local  exchange  carriers  (LECs) 
have  retained  more  than  97%  of 
the  $89  billion  local  service,  toll 
and  long  distance  access  markets. 

These  dynamics  most  certainly 
will  change.  By  year-end  1997,  the 
Yankee  Group  projects  that  the 
local  exchange  carriers  will  have 
lost  9%  of  their  markets  to  long 
distance  and  competitive  access 
providers  (CAPs).  By  then,  current 
LECs  will  have  gained  some  7%  of 
the  long  distance  market. The 
Yankee  Group  also  predicts  full 
convergence  of  the  local  and  long 
distance  telecom  markets  by  the 
year  2000,  with  each  surviving 
carrier  fighting  for  its  share  of  the 
combined  market. 

SuperCarriers: 

The  New  Integrated  Telcos 

Recognizing  the  trend  of  industry 
convergence,  all  of  the  major  carri- 
ers will  reposition  themselves  as 
integrated  providers  that  offer  local 
and  long  distance  services. These 
new  "SuperCarriers"  will  build 
brand  recognition,  customer  loyalty 
and  integrated  service  portfolios 
through  internal  development, 
industry  alliances  and  resale 
relationships. 

In  the  process  of  trivestiture, 
AT&T  is  spinning  off  its  manufac- 
turing units  into  Lucent 
Technologies  and  its  computer 
operations  into  NCR.  Meanwhile, 
the  new  AT&T  Corp.  is  crafting 
regional  integrated  service  business 
units  out  of  its  national  long 
distance  carrier  organization.  MCI 
and  Sprint  currently  are  working 
to  leverage  international  carrier 
alliances  as  they  develop  domestic 
local  telephone  and  full-service 
portfolios  that  address  business 
and  consumer  customer  needs. 

Some  Bell  Companies  propose 
to  merge  their  operations  and 
investments  in  order  to  increase 


At  Ameritech,  we  think  that 
using  communication  technology 
should  be  elementary.  That's  why  we  have  a  Human 
Factors  department.  In  fact,  they  test  our 


IF  COMMUNICATION 
TECHNOLOGY  ISN'T  THIS 
EASY  TO  USE, 


WHAT'S  THE  POINT? 


products  and  services  with  real 
people  at  our  testing  towns  with 
one  purpose  in  mind.  Ensuring  that  technology 
makes   your   life   easier,  not  more  difficult. 


<Affferitech 

Your  Link  to  Better 
Communication 


Visit  our  site  on  the  Internet 
www.amcritech.com 


A  *D  V  E 


Ihe  Feiecom  Act  is  tratishrmmg 
the  landscape  of  an  industr 
that  accounts  for  15%  of  our 
country's  GDP.  Tremendous 
changes  are  already  taking 
place,  and  with  this  comes  the 
uncertainty  typical  of  market 
shifts.  What  is  certain  is  that 
only  a  few  players  will  stand 
out  in  a  crowded  competitive 
field.  Frontier  has  what  it 
takes  to  remain  an  industry 
leader.  Service  integration  is 
the  vision  of  many,  but  at 
Frontier  it  is  a  reality.  Our 
more  than  1,500  sales  consul- 
tants nationwide  create  value- 
added  telecommunications 
solutions  for  customers  who 
see  integrated  services  as  an 
imperative,  not  just  an  idea. 

Ronald  L.  Bittner 
Chairman  and  CEO 
Frontier  Corporation 
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their  scale  and  geographic  scope. 
Such  partnerships  will  position 
them  for  the  conning  SuperCarrier 
competition.  If  these  proposed 
RBOC  mergers  are  approved,  only 
five  regional  Bell  companies  will 
remain.  Bell  Atlantic  and  NYNEX, 
having  already  joined  cellular  oper- 
ations, are  fully  merging  to  form 
a  large  force  in  the  Northeast 
with  New  York  City  as  its  hub. 
Likewise,  the  proposed  merger 
of  Southwestern  Bell  (SBC)  and 
Pacific  Telesis  will  create  a  Western 
powerhouse.  Meanwhile,  U  S  West 
is  phasing  in  video  services,  partly 
through  its  proposed  $10.8  billion 
acquisition  of  Continental 
Cablevision,  the  nation's  third- 
largest  cable  company. 

Rather  than  engage  in  a  large- 
scale  merger,  Ameritech  will  lever- 
age its  regional  strength  through 
several  more  focused  acquisitions 
(including  two  security  monitoring 
companies),  investments  (30%  of  GE 
Information  Services)  and  strategic 
alliances  with  IBM  in  managed  net- 
work services  and  the  Walt  Disney 
Company  in  the  americast  video 
programming  venture.  BellSouth 
remains  focused  on  its  Southeast 
region,  the  largest  and  fastest- 


growing  of  the  original  Bell  territo- 
ries, as  it  expands  into  long  distance, 
residential  video,  Internet  access  and 
telecommuting  services. 

The  Rebirth  of  Resale 

In  the  race  to  build  integrated  ser- 
vice portfolios,  each  SuperCarrier 
must  determine  which  services  to 
develop  on  its  own  infrastructure 
and  which  services  to  resell.  AT&T, 
for  example,  has  filed  for  resale  of 
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Thanks  to 
Sprint  Business, 

more  of  our  flowers 
are  popping  up 
all  over  the  world." 

—  Meg  Whitman,  CEO,  FTD  Inc. 


I 


FTD;  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  They  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 


"Sprint  helps  us  process  orders  in  half  the  time.' 

Sprint  put  FTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  England,  or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy. 


Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  FTD  florists  in  over  143  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 


Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 


Call  Sprint  Business 

1-800  816  REAL 


www.sprint.com 


Sprint 


We  help  business  do  more  business 


©1996  Sprint  Communications  Company  LP.  All  trademarks  are  property  ot  their  respective  owners. 


ALLTEL  is  aggressively 
pursuing  the  opportunities 
brought  about  by  the 
Telecommunications  Act  which 
best  fit  our  business  strategy. 
Our  unique  and  comprehensive 
mix  of  service  offerings  — 
which  includes  integrated  wire- 
line and  wireless  services  and 
a  full  set  of  network  manage- 
ment services  —  will  allow 
us  to  offer  businesses  both  a 
full  range  of  communications 
services  and  effective 
management  of  their  complex 
networks.  Our  experience  in 
network  management,  coupled 
with  the  other  advanced 
communications  services  we 
provide,  will  enable  us  to 
satisfy  the  needs  of  our 
customers  and  compete 
effectively. 

Joe  I  Ford 
Chairman 

ALLTEL  Corporation 
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local  exchange  services  in  all  50 
states  and  has  certified  five  multi-city 
competitive  access  providers  (CAPs) 
serving  more  than  70  metropolitan 
areas  as  local  service  suppliers. 

Taking  a  different  approach,  MCI 
has  formed  facilities-based  MCI 
Metro  to  rapidly  develop  competi- 
tive local  fiber-optic  network  opera- 
tions in  the  top  50  U.S.  markets. 
MCl's  bold  move  aims  to  reduce 
its  own  access  costs  and  enter  the 
local  services  market.  MCI  Metro 
now  has  networks  operating  in 
some  28  cities,  of  which  I  I  have 
central  office  switches.  In  addition, 
MCI  has  initiated  a  variety  of  pur- 
chase, lease,  swap  and  joint-venture 
agreements  to  continue  MCI 
Metro's  expansion  economically. 

Sprint  has  retained  its  existing 
local  independent  telephone 
operations  serving  6.7  million 
subscribers  in  19  states  and  is 
leveraging  its  investment  in 
Personal  Communications  Services 
(PCS)  to  develop  local  service 
initiatives  in  the  major  markets. 

In  an  effort  to  rapidly  enter  the 
long  distance  service  market,  each 
RBOC  has  struck  agreements  with 
existing  inter-exchange  carriers  to 


resell  their  services,  particularly 
for  their  cellular  and  out-of-region 
operations. To  date,  Sprint  has  lined 
up  most  of  these  contracts,  while 
AT&T  only  recently  won  its  first 
deal  with  BellSouth,  and  MCI  has  yet 
to  sign  an  agreement  with  a  major 
local  carrier.  Smaller  carriers,  such 
as  WorldCom  and  LCI,  have  the 
most  to  gain  through  these  poten- 
tially lucrative  resale  contracts  with 
major  local  exchange  carriers. 

Independent  Telcos 
Take  Action 

While  the  RBOCs  continue  to 
formulate  strategies  for  offering 
in-region  long  distance,  major 
independent  telephone  companies, 
such  as  Frontier  and  ALLTEL,  have 
stepped  up  to  offer  customers 
integrated  services  (local,  long  dis- 
tance and  cellular)  in  their  service 
territories.  Frontier  Corporation  is 
the  new  combination  of  Rochester 
Telephone,  the  I2th-largest  local 
telephone  company,  and  ALC 
Communications,  the  fifth-largest 
long  distance  carrier. 

In  Rochester,  New  York,  Frontier 
launched  the  nation's  first  competi- 


networkMCI  Conferencing5"  can  help  anyone,  anytime,  anywhere,  make  better  use  of  their  time.  MCI  Audio  Conferencing  instantly 
brings  as  few  as  3  or  as  many  as  1 ,000  people  together  for  the  same  meeting.  2k  hours  a  day  Our  Video  Conferencing  lets  people 
from  around  the  world  meet  face-to-face  without  ever  leaving  their  offices.  With  our  Document  Conferencing,  employees  in 
distant  offices  can  edit  and  review  the  same  document  at  the  same  time.  How,  you  may  wonder,  can  one  company  provide 
all  this?  Call  1-800-475-3555  or  http://www.mci.com  to  find  out. 


1  MCI  Telecommunications  Corporation,  1996 
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Youre  free  to  compete. 


Were  free  to  help  you. 
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Change  is  afoot  in  the  world  of  communications.  Even  more  than 
in  the  past,  it's  become  survival  of  the  fittest.  A  free-for-all  in  which 
everyone  and  anyone  will  be  battling  for  market  share  in  long  distance, 
local,  wireless,  and  broadband. 

To  help  you  win  in  this  challenging  new  world,  Lucent  Technologies 
has  changed  more  than  just  our  name,  we've  sharpened  our  vision. 

At  Lucent  Technologies,  increased  customer  focus  and  quickened 
customer  response  is  our  company  pledge  and  our  promise  to  you.  We 
can  quickly  provide  you  with  everything  you  need  to  gain  a  competitive 
edge.  From  consulting  and  infrastructure  equipment  to  network  services 
and  software.  And  only  we  can  offer  you  the  proven  scalability  and 
versatility  of  our  5ESS®-2000  Switch— the  AnyMedia™  machine  that 
runs  voice,  data,  video  and  wireless  on  a  single  switch — along  with  the 
matchless  R&D  and  technical  expertise  of  Bell  Labs. 

Our  advanced  solutions  will  enable  you  to  offer  your  customers  the 
most  competitive  and  complete  long  distance  and  local  services.  And,  in 
wireless,  we  can  help  you  start  realizing  revenues  sooner  rather  than  later, 
with  leading-edge  technology. 

Call  your  local  Lucent  Technologies  representative  or  1-888-4-Lucent 
today.  Or  visit  us  on  the  internet  at  http://www.lucent.com.  You'll  find  us 
eager  to  tell  you  about  all  the  ways  that  our  new  status  as  a  freelancer 
can  help  you  thrive  in  the  brave  new  world  of  communications. 


In  an  effort  to  rapidly 
enter  the  long  distance 
service  market,  each  RBOC 
has  struck  agreements 
with  existing 
inter-exchange  carriers  to 
resell  their  services. 


BellSouth  will  continue  to 
strengthen  its  leadership 
position  as  a  premier 
communications  company. 
The  Olympic  Games 
sponsorship  provided 
high-profile  exposure  of  our 
advanced,  world-class 
technology;  an  unparalleled 
opportunity  to  market  our 
world-class  services;  and 
demonstrated  our  mastery  and 
adaptability  to  meet  the  needs 
of  our  customers  —  no  matter 
their  size. 

BellSouth's  reputation  as  a 
reliable,  technologically 
advanced  and  trustworthy 
communications  provider  has 
been  reinforced  and  will 
continue  to  be  as  we  offer 
unmatched  service,  advanced 
technology,  value  and  a  range 
of  products  and  services  that 
enhance  our  customers'  lives. 

John  Clendenin 
Chairman  and  CEO 
BellSouth  Corporation 


tive  telecommunications  market 
more  than  a  year  ago  when 
Rochester  Telephone  implemented 
its  Open  Market  Plan,  offering  com- 
petitors access  to  its  digital  net- 
work, unbundled  network  features, 
colocation  of  network  equipment 
and  resale  of  its  local  services  at 
wholesale  rates.  Now  competing  in 
Rochester  with  AT&T,  MCI,  MFS 
Communications,  Citizens  Utilities 
and  other  leading  carriers,  Frontier 
has  retained  97%  of  the  local  retail 
market  (losing  just  2,000  of  526,000 
local  lines  to  competitors),  while 
carving  out  25%  of  the  long  distance 
market. This  success  partly  is  linked 
to  setting  wholesale  rates  at  only 
5%  less  than  monthly  basic  service 
as  well  as  to  aggressive  marketing 
and  service  bundling. 

ALLTEL  recently  sold  some  of  its 
telephone  systems  and  exchanged 
others  to  consolidate  its  opera- 
tions to  1.6  million  lines  in  14 
states  and  has  expanded  its  port- 
folio of  enhanced  telephone  service 
options. The  independent  telco  has 
begun  to  implement  Pinnacle,  a 
reengineering  program  designed 


to  enhance  the  efficiency  and 
effectiveness  of  a  number  of  its 
customer-contact,  workforce- 
management  and  network- 
provisioning  procedures. The 
fastest-growing  segment  of 
ALLTEL's  market  is  cellular 
telephony,  which  is  expanding  to 
include  branded  enhanced  services 
such  asALLMail  voice  mail  and 
ALLComm  wireless  data  services. 

Cable  and  CAP 
SuperCarrier  Strategies 

Also  emerging  as  potential 
SuperCarriers  are  the  two  largest 
national  competitive  access 
providers,  MFS  Communications  and 
Teleport  Communications  Group 
(TCG).With  extensive  local  fiber 
networks  and  digital  switches,  MFS 
has  already  begun  offering  its  busi- 
ness customers  integrated  local  and 
long  distance  telephone  services, 
high-speed  data  and  Internet  access 
services  in  40  of  the  nation's  largest 
metropolitan  areas.  MFS  is  also 
expanding  overseas  into  the  leading 
international  financial  centers. 

Other  potential  SuperCarriers 
are  the  largest  independent  cable  TV 
companies,  including  TCI,  Cox, Time 
Warner,  Comcast  and  Cablevision 
Systems.  As  they  rebuild  their 
cable  systems  with  fiber  optics  and 
prepare  to  offer  digital  video 
services,  these  companies  face  their 
most  serious  competitive  challenge 
from  direct  broadcast  satellites 
(DBS),  Multichannel  MDS  and 
Satellite  Master  Antenna  TV 
(SMATV)  systems.  While  these 
competing  video  systems  captured 
only  9.6%  of  the  subscription  video 
market  by  year-end  1995,  invest- 
ments and  marketing  agreements 
with  major  telecommunications 
providers  will  allow  these  cable 
alternatives  to  increase  their  share 
to  1 6.3%  by  year-end  1 997,  accord- 
ing to  the  Yankee  Group. 


The  NCR  Scalable  Data  Warehouse. 


7  of  the  top  9  telecommunications  companies 
call  on  our  data  warehouses. 

Looking  to  use  data  warehousing  to  build  customer 
retention  systems?  Choose  NCR,  the  company  that 
is  recognized  worldwide  as  the  industry  leader.  In 
fact,  more  than  60%  of  the  top-tier  telecommunications  companies 
worldwide  use  our  data  warehouse  solutions  to  gain  a  competitive 
edge,  using  industry-leading  databases  like  Teradata^  Oracle?  Informix,* 
and  Sybase? 

For  more  information  about  NCR's  scalable 
data  warehouse  solutions  and  our  highly  scalable 
WorldMark™  servers,  call  1-800-CALL-NCR, 
ext.  3000.  Or  experience  our  data  warehousing 
capabilities  firsthand  at  http://wwwncr.com 
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We  didn't  build  the  world's 
premier  communications 
sys  tern  jits  t  for 
350-lh.  weight  lifters. 

We  built  it  for  our  customers. 

While  it  took  the  most  sophisticated  communications 
technology  in  the  world  to  make  the  athletic  event  of  the  century 
a  success,  it's  our  customers  who  are  the  real  winners.  All  over  the 
world.  From  the  U.S.  to  Chile  to  Israel  to  New  Zealand.  They're 
the  reason  we  build  our  world-class  communications  systems  for 
use  in  their  homes,  offices  and  schools. 

Now,  at  long  last,  the  1996  Telecommunications  Reform 
Act  gives  us  the  power  to  bring  an  even  broader  range  of  services 
to  our  customers.  Such  as  long  distance,  and  an  expanded  array 
of  video  capabilities  and  online  services-  including  Internet  access. 
Services  our  customers  can  grow  with  now  and  in  the  future. 

BELLSOUTH" 
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Sum  f/ie  passage  of 
legislation,  media  reports 
and  analyst  reviews  have 
frequently  singled  out 
Ameritech  as  the  communica- 
tions provider  most  likely  to 
succeed  in  the  new  environ- 
ment. We  are  gratified  by  their 
confidence  in  our  future  —  but 
we  are  hardly  surprised. 
Ameritech  is  keenly  focused  on 
offering  our  customers  the  full 
range  of  communications 
services  they  want.  In  the  area 
of  electronic  commerce,  for 
instance,  we  already  provide 
innovative  capabilities  including 
real-time  electronic  access  io 
manufacturing  and  sales 
information,  the  nation's 
largest  interactive  health 
information  network  and 
remote  access  to  government 
records  in  cities  coast  to  coast. 
With  legislative  reform, 
Ameritech  foresees  a  plethora 
of  additional  possibilities. 

Richard  C.  Notebaert 
Chairman  and  CEO 
Ameritech 


SuperCarriers  recognize 
that  customers  prefer  the 

simplicity  of  one-stop 
shopping  —  choosing  one 

package  from  a  single 
carrier  that  includes  local, 
long  distance  and  wireless 
services  with  enhanced 
features  and  bundled 
discounts,  all  on  one 
integrated  monthly  bill. 

Video  Initiatives 

AT&T  recently  announced  the 
acceleration  of  its  satellite  venture 
with  Hughes  Electronics,  initiating  a 
48-state  marketing  program  to  sell 
Hughes'  DirecTV  digital  video  ser- 
vices to  its  90  million  consumer  long 
distance  customers.  AT&T  will  offer 
its  long  distance  customers  interest- 
free  financing  for  the  $500  satellite 
receiver,  free  pay-per-view  movies, 
long  distance  discount  credits  and, 
ultimately,  an  integrated  monthly  bill. 

MCI  also  recognizes  the  opportu- 
nity to  sell  direct  broadcast  satellite 
services  nationwide,  and  has  recently 
acquired  an  FCC  license  to  develop 
its  own  direct  satellite  digital  video 
system  with  Rupert  Murdoch's  News 
Corp. While  U  SWest  is  acquiring 
cable  properties  outside  its  region, 
Bell  Atlantic,  NYNEX  and  Pacific 
Bell  have  all  formed  new  venture 
initiatives  to  develop  wireless  cable 


digital  video  services  within  their 
regions,  based  on  Multichannel  MDS 
systems. These  three  RBOCs  have 
also  formed  the  TeleTV  venture  to 
procure  jointly  digital  set-top  TV 
converters  and  develop  unique 
video  program  content.  Ameritech 
and  BellSouth  are  concentrating  on 
developing  hybrid  fiber/coax  cable 
TV  networks  in  their  regions  and 
are  partnered  with  SBC,  GTE  and 
the  Walt  Disney  Company  in  the 
americast  video  programming 
venture. 

As  the  telcos  invest  in  wired 
broadband  networks,  acquire  cable 
properties  and  bundle  their  video 
and  telephone  services,  cable 
company  shares  of  consumer  video 
subscriptions  could  fall  to  less  than 
70%  by  the  year  2000. To  counter 
these  trends,  the  would-be  cable 
SuperCarriers  are  developing  their 
own  telephone,  wireless  and 
high-speed  Internet  access  service 
offerings  to  complement  their  cable 
and  direct  satellite  digital  video 
services.  In  addition  to  their 
investments  in  TCG  and  other 
competitive  telephone  operations, 
TCI,  Cox  and  Comcast  are 
partnered  with  Sprint  in  Sprint 
Spectrum  LP  to  develop  new  digital 
wireless  telephone  services  using 
their  recently  acquired  Personal 
Communications  Services  (PCS) 
licenses  in  the  top  30  markets. 

New  Digital  Wireless 
Networks 

Sprint  spun  off  its  cellular  opera- 
tions at  year-end  1995  and  is 
developing  with  its  cable  partners 
the  first  Spectrum-branded  PCS 
services  in  the  Washington- 
Baltimore  market.  At  the  same 
time,  many  current  cellular  opera- 
tors are  migrating  to  digital  service 
to  increase  network  capacity  and 
service  features  as  they  expand 
into  the  consumer  cellular  and  PCS 


markets.  For  example,  after 
investing  $13  billion  in  the  McCaw 
Cellular  acquisition,  AT&T  is  again 
investing  heavily  in  the  digitization 
of  the  nation's  largest  cellular  oper- 
ation and  developing  its  recently 
awarded  PCS  licenses.  BellSouth  is 
also  using  digital  PCS  technology  to 
extend  its  in-region  cellular  cover- 
age, complement  its  cellular  ser- 
vices in  23  metro  areas  outside  its 
region  and  provide  integrated  voice 
and  data  service  in  a  single  handset. 

Since  many  of  the  new  PCS 
licensees  also  operate  cellular 
systems,  market  share  shifts  in  the 
wireless  market  are  more  likely  to 
occur.  For  example,  Bell  Atlantic  and 
NYNEX  recently  merged  their 
wireless  operations  to  form  Bell 
Atlantic  NYNEX  Mobile,  then 
formed  a  national  wireless  alliance 
with  AirTouch  and  U  S  West. This 
four-carrier  alliance  has  also  formed 
PCS  PrimeCo,  which  won  I  I  new 
markets  during  the  FCC's  first- 
round  PCS  auction  in  1 995.  At 
the  same  time,  MCI  successfully 
developed  new  sales  channels  and 
marketing  programs  to  increase  the 
subscriber  base  of  Nationwide 
Cellular  Service,  the  largest  cellular 
reseller  acquired  in  1995.  MCI 
continues  to  look  for  additional 
opportunities  in  wireless  resale. 

Bundling  and  Packaging 

All  of  these  SuperCarriers  recog- 
nize that  customers  prefer  the 
simplicity  of  one-stop  shopping  — 
choosing  one  package  from  a  single 
carrier  that  includes  local,  long 
distance  and  wireless  services  with 
enhanced  features  and  bundled 
discounts,  all  on  one  integrated 
monthly  bill.  As  soon  as  the  new 
Telecom  Act  allowed,  both  the  Bell 
Company  cellular  subsidiaries  and 
AT&T  Wireless  moved  quickly  to 
offer  bundled  long  distance  and  a 
variety  of  packages  designed  for  the 
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Company  Is  Resting 
On  Its  Laurels? 


Today's  most  successful,  growing  companies  recog- 
nize that  the  right  communications  services  can 
make  their  information  systems  work  harder,  keep 
people  in  touch.. .and  in  control.  Now,  finding  a  single 
source  for  those  services  doesn't  have  to  be  a  bear. 

At  Frontier,  we  have  the  expertise  and  the  capabili- 
ties to  deliver  an  integrated  solution  that's  tailor-made 
for  your  business.  When  it  comes  to  telecommunica- 
tions, we've  got  it  all:  services  as  simple  as  outbound 
long  distance  and  cellular  calling;  as  complex  as  high 
speech  connectivity  to  LANs,  video  conferencing,  PIN- 
based  international  calling  cards  and  Internet  access. 
Our  singular  dedication  to  customer  satisfaction  and 
personalized  attention  is  unmatched  in  the  industry. 

Isn't  it  time  you  discovered  the  Frontier  difference? 

Frontier  is  a  great  investment  opportunity,  too. 

•  Sixteen  consecutive  quarters  of  double  digit 
earnings  growth. 

•  Market  cap  tripled  since  January  of  1994. 

•  Five-year  total  return  to  sbareowners  of  1 S4  percent. 

Call  our  Investor  Relations  Department  at  1-800-836-0342. 
NYSE,  ticker  symbol  FRO 


yrontier 

A  world  of 
communications 
solutions  to  support  a 
rapidly  changing 
workplace. 

To  learn  more,  call 
I -800-954-2387 


No  communications  company  is 
better  positioned  than  Sprint  in 
the  post-deregulation  market- 
place, Sprint  can  package  a 
range  of  voice  and  data 
services  that  few  can  match. 
Long  distance,  local,  wireless, 
Internet  —  all  are  offered 
under  the  Sprint  brand.  Sprint 
brings  to  this  new  marketplace 
simple  and  reliable  products 
and  services  designed  to  help 
businesses  be  more  productive. 
Fridays  Free  creates  new 
business  opportunities  for  small 
business.  The  large  business 
segment  considers  Sprint's 
all-digital,  fiber-optic  backbone 
the  network  of  choice.  For 
consumers,  Sprint  Sense  offers 
flat-rate,  dime-a-minute  calling. 
Sprint  alone  has  the  expertise 
and  assets  to  custom  tailor  for 
its  customers  the  full  range  of 
integrated  cc.  zthns 
services. 

Kevin  Brauer 
President,  Sprint  Busines 
Sprint 


Business  customers  stand 

to  gain  a  great  deal 
from  the  integration  of 
local  and  long  distance 
services...  increased 
competition  will  likely 
lead  to  lower  rates. 

consumer  wireless  market. 

The  new  SuperCarriers  are  also 
building  service  portfolios  for 
consumer  and  business  customers 
that  include  telephone,  data,  video, 
Internet  and  wireless  services.The 
breadth  of  the  service  options,  the 
quality  and  features  of  individual 
services  and  the  bundled  packages 
with  discounts  will  all  influence  their 
success.The  key  for  SuperCarriers 
is  to  focus  on  customer  needs  by 
market  segment  and  to  develop 
custom  packages  that  address  these 
unique  requirements.  Meeting  the 
challenge,  Frontier  is  rolling  out  its 
Clear  Value  bundled  local/long 
distance  service  packages  to  all  of 
its  local  telephone  customers  in  13 
states.  Frontier  also  announced 
plans  to  extend  its  integrated 
services  into  30  other  markets  as 
a  local  service  reseller. 

MCI,  the  marketing  pioneer  in 
consumer  long  distance  competi- 
tion, has  moved  quickly  to  establish 
a  number  of  integrated  service 
packages  under  the  banner  of  MCI 
One. This  innovative  new  market- 
ing program  offers  consumers 


several  combinations  of  integrated 
services,  including  MCI  long 
distance,  a  new  One  Number 
service,  Cellular,  Paging  and  even 
InternetMCI  with  package  dis- 
counts, all  included  on  a  single  bill. 

AT&T  is  also  offering  to  its  long 
distance  and  Universal  credit  card 
customers  special  package 
discounts  on  its  AT&T  Wireless, 
DirecTV  and  Worldnet  Internet 
access  services.  Both  AT&T  and 
MCI  will  leave  room  in  these 
packages  for  local  telephone 
services,  awaiting  FCC  approval 
to  offer  them. 

New  Integrated  Consumer 
Telecom  Services 

As  they  prepare  to  integrate  local 
and  long  distance  services,  Bell 
Companies  are  also  developing 
branding  umbrellas  and  establishing 
high  penetration  of  enhanced 
services.  For  example,  household 
penetration  of  Caller  ID  service 
has  increased  to  more  than  1 2% 
this  year.  (In  many  regions  now  the 
service  can  display  both  local  and 
long  distance  numbers  and  names.) 
Also  emerging  is  the  first  genera- 
tion of  integrated  intelligent 
network  services.  Ameritech  has 
developed  a  new  service  that 
allows  Call  Waiting  subscribers  to 
see  the  inbound  number  while  they 
are  on  the  phone,  with  the  ability 
to  route  incoming  calls  to  different 
announcements  on  their  voice  mail. 
BellSouth  also  offers  this  Call 
Waiting  Deluxe  service  in  a 
package  with  visual  voice  mail 
and  a  screen  telephone  called 
Visual  Director. 

Business  Customer  Benefits 

Business  customers  stand  to  gain  a 
great  deal  from  the  integration  of 
local  and  long  distance  services. 
As  the  market  is  deregulated, 


It  s  been  an  expansive  century. 


ALLTELs  roots  in  local  telephone  service  started  back  in  the  early  1900s.  Today, 
ALLTEL  is  a  member  of  the  S&P  500  and  a  Forbes  500  leader,  noted  for  its  diversified  busi- 
ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services, 
ALLTEL  now  does  business  throughout  the  United  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we're  well-balanced  to  meet  the  needs  of 
the  next  centun  i^^llUiiEC 

For  more  information  on  ALLTEL,  call  (501)  661-8999. 


Properly  implemented 
new  telecmmwkafkns  law 
will  create  a  commwkations 
market  of  unprecedented 
customer  choice.  The  new  AT&T 
intends  to  lead  that  market 
by  offering  customers 
anytime/anywhere  connections 
to  everything  from  basic 
telephony  to  advanced 
information  services  —  all 
from  one  convenient  source. 
Our  strategy  is  to  offer 
seamless  combinations  of  long 
distance,  local  service,  wireless 
communications,  on-line 
services  and  access  to  home 
entertainment  tailored  to 
different  customer  needs. 
We'll  also  sell  any  of  these 
services  separately.  In  this  new 
era  of  customer  choke,  we 
look  forward  to  enriching 
the  selection. 

Robert  E.  Allen 
Chairman  and  CEO 
AT&T 
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Template  Software  and  its 
partners  have  built  several 
innovative  mission-critical 
solutions  for  carrier  clients. 

Many  of  these  projects 
have  relied  on  SNAP, 

Template's  system  for 
rapidly  deploying  real-time, 
event-driven  applications. 

increased  competition  will  likely 
lead  to  lower  rates.  Local  carriers 
will  reduce  access  charges  and 
remove  some  residential  subsidies 
that  have  kept  business  telecom- 
munications rates  artificially  higher. 
Increased  competition  will  also 
spur  service  innovation,  particu- 
larly in  new  integrated  local/long 
distance  services,  and  will  make 
carriers  more  responsive  to  the 
needs  of  small-  and  mid-size 
business  customers.  Bell  Atlantic, 
for  example,  is  extending  its 
business  Centrex  services  into 
full-featured  Virtual  Private 
Network  (VPN)  services  and  will 
integrate  local  and  long  distance 
when  approved  by  the  FCC. 

The  SuperCarriers  also  recognize 
customer  demand  for  end-to-end 
solutions  and  the  need  to  extend 
services  beyond  voice  and  data 
transmission  into  business  applica- 
tions. AT&T  Solutions  and  Bell 
Atlantic  Network  Integration  are 
carrier  organizations  that  were 


formed  to  address  the  opportunity 
for  network  and  systems  integration 
services.  Business  opportunities  in 
systems  and  network  integration 
also  motivated  MCI  to  acquire 
client/server  system  integrator  SHL 
Systemhouse  and  drove  Ameritech 
to  partner  with  IBM  in  managed 
network  services.  MCI  and  SHL 
together  have  developed  sophisti- 
cated network-based  call  center 
outsourcing  services. This  program 
will  enable  customers  to  build 
integrated  customer-service  and 
tele-commerce  applications  linking 
InternetMCI  Web  sites  and  multi- 
media 800-services. 

In  addition  to  domestic  initia- 
tives, SuperCarriers  are  forming 
alliances  to  address  the  needs  of 
multinational  business  customers. 
AT&T  formed  the  World  Partners 
alliance  of  global  carriers  with 
KDD  of  Japan  and  Singapore 
Telecom.  AT&T's  partnership  with 
Unisource  in  Europe  aims  to  serve 
the  global  networking  require- 
ments of  its  most  demanding 
multinational  customers. 
Meanwhile,  MCI  and  Sprint  are 
working  to  leverage  their  own 
international  carrier  alliances.  MCI 
and  British  Telecom  have  formed 
Concert  to  develop  the  most 
extensive  portfolio  of  global 
networking  services,  including 
international  call  center  outsourc- 
ing. Sprint  is  now  partnered  with 
France  Telecom  and  Deutsche 
Telekom  in  Global  One,  which  has 
set  out  the  industry's  most  ambi- 
tious program  to  serve  the  needs 
of  business  customers  and  con- 
sumers, as  well  as  other  carriers. 

SuperCarrier  Network 
System  Suppliers 

The  evolution  to  SuperCarrier  sta- 
tus will  require  today's  telephone, 
wireless,  CAP  and  cable  companies 
to  invest  in  new  network  infra- 
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structure  to  support  the  expanded 
service  portfolio.  In  the  short  term, 
carriers  will  resell  complementary 
services. To  support  their  long- 
term  needs  and  those  of  their 
most  demanding  customers,  the 
leading  companies  will  install  high- 
speed fiber-optic  rings,  scalable 
local/long  distance  switches,  broad- 
band networks  and  intelligent 
service  platforms.  The  passage  of 
the  1 996  Telecom  Act  has  become 
a  watershed  event  releasing  the 
pent-up  demand  for  carrier 
network  systems  from  leading 
suppliers  such  as  Lucent,  Nortel, 
Siemens,  Ericsson  and  Alcatel. 

Emerging  out  of  the  AT&T 
trivestiture  is  Lucent  Technologies, 
which  combines  AT&T's  former 
Network  Systems,  Business 
Communications,  Consumer 
Products  and  Microelectronics 
business  units  with  the  largest  part 
of  Bell  Laboratories. This  spin-off  is 
a  $22.5  billion  systems  and  tech- 
nology company  designed  to  tap 
new  development,  manufacturing 
and  marketing  efficiencies  while 
freeing  the  new  company  to  sell 
to  AT&T's  current  and  future 
competitors.  Already  a  market 
leader  in  switching,  transmission 
and  wireless  systems  for  the 
world's  carrier  network  operators, 
Lucent  is  now  focused  on  meeting 
carrier  needs  for  intelligent  wired 
and  wireless  network  solutions. 
Lucent  has  taken  the  lead  in 
supplying  digital  PCS  wireless 
networks  for  both  Sprint  Spectrum 
and  PCS  PrimeCo.  Lucent  has 
developed  broadband  video 
networks  for  both  cable  and 
telephone  companies,  including  a 
hybrid  fiber/coax  solution  being 
implemented  by  Pacific  Bell  in 
southern  California  and  a  switched 
digital  broadband  video  system 
being  implemented  by  Bell  Atlantic 
in  New  Jersey.  However,  Lucent's 
most  promising  opportunities  lie 


in  providing  the  switching, 
transmission  and  software  systems 
to  support  RBOC  entry  into  long 
distance  services.  Lucent  has 
risen  to  this  challenge  by 
providing  service-ready,  total 
business  solutions  for  its  carrier 
customers. 

Reengineering  Billing, 
Provisioning  and 
Business  Processes 

To  meet  the  challenges  of  the 
integrated  services  market,  new 
telcos  must  reengineer  their 
business  and  operational  support 
systems,  order  processing, 
provisioning  and  billing  systems. 
The  key  is  speed  to  market,  with 
operational  cost  reductions  and 
integrated  billing  platforms  to 


ensure  that  customers  receive 
state-of-the-art,  reasonably  priced 
services,  with  all  charges  on  a 
common  bill. The  challenges  of  the 
new  telecom  era  have  attracted  a 
new  breed  of  software  companies 
to  develop  object-oriented  service 
management  solutions  for  its 
telecom  clients. 

Template  Software  and 
its  partners  have  built  several 
innovative  mission-critical  carrier 
solutions  for  NYNEX,  MCI,  GTE 
and  other  customers.  Many  of 
these  projects  have  relied  on 
SNAP,  Template's  system  for 
rapidly  deploying  real-time,  event- 
driven  customer  care,  network  and 
service  management  applications  in 
a  distributed,  cooperative  process- 
ing architecture.  EDS  has  worked 
with  Template's  SNAP  to  develop  a 
real-time  fraud  management  system 


^M^^A  mm 

lA/hvAr^  inno 


Why  Ate  innovative  Telcos  Using 
"Template"  For  Next-Generation 
Business  Solutions? 

Template  Technology  Enables  Delivery  in 
1/3  of  the  Time  with  1/5  of  the  Resources! 

Solutions  Such  As: 

Network  Management 
Customer  Care 
Order/Billing 
Fraud  Detection 
Provisioning 

Call  1-800-4TEMPLATE 
or  see  our  web  site 

www.template.com  TFIVTPT  ATF 

13100  Worldgate  Drive,  Herndon,  VA  22070  •  (703)318-1000  SOFTWARE 


Bell  Atlantic  has  been  serving  its  customers  for  over  125  years.  Today,  we're  working  to  bring 
them  exciting  new  interactive  services  like  on-demand  shopping  and  movies-on-demand. 

Visit  our  Home  Page  on  the  Internet:  http:llunvw.  bell-atl.  com/ 


@  Bell  Atlantic 
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Competition,  1 

MCI  created  f.r  in  the 

teieiopamnka  fms  industry 
when  it  was  fuusttizd  28  years 
atfo.  And  competition  has 
bright  tremendous  benefits 
to  consumers,  small  businesses 
and  large  corporations.  Long 
distance  prices  have  plummeted 
since  the  breakup  of  the  AT&T 
monopoly  in  1984.  Service 
quality  has  improved.  Network 
investment  has  increased.  And 
customers  have  more  choices 
than  ever  before. 

Now  MCI  is  poised  to  bring 
competition  to  the  local 
telephone  market,  adding  local 
service  to  its  portfolio  of  one- 
stop  communications  solutions. 
In  addition  to  long  distance, 
that  portfolio  includes  wireless, 
Internet,  network  integration, 
information  technology 
outsourcing,  satellite  and  global 
networking  services. 

Congress  passed  and  the 
President  signed  the 
Telecommunications  Act  of 
1996  seven  months  ago. 
Now  it's  up  to  the  Federal 
Communications  Commission 
and  state  regulators  to  ensure 
that  consumers  enjoy  the 
benefits  that  competition  will 
bring  —  all  over  again. 

Bert  C.  Roberts, 
Chairman  and  CEO 
MCI  Communications 


for  British  Telecom  and  an  integrat- 
ed network  system  for  Hong  Kong 
Telecom.  EDS  also  worked  with 
Template  to  develop  a  network 
alarm  monitoring  and  provisioning 
system  forVYVX,  a  digital  video  net- 
working company  providing  video 
backhaul  services  for  the  1 996 
Olympics.  In  another  recent  tele- 
com project  completed  for  the 
Dutch  PTT  in  just  three  months, 
Template  used  SNAP  to  build  a 
complete  real-time  network  moni- 
toring system  with  central  alarm 
and  reporting  functions,  including 
an  expert  system  to  diagnose 
bottlenecks  and  suggest  traffic 
rerouting  options. 

Customer  Intimacy  and 
Data  Warehousing 

In  the  new  competitive  telecom 
era,  all  service  providers  are 
preoccupied  with  improving  cus- 
tomer service.  Carriers  will  com- 
pete for  each  customer's  business 
and  must  maximize  customer  care, 
satisfaction  and  retention.  NCR's 
scalable  data  warehousing  solutions 
provide  the  means  for  telecom 
carriers  to  achieve  customer 
intimacy  and  high  retention  rates 
by  enabling  consistent  information 
to  be  shared  across  functional 
departments  and  analyzed  quickly 
to  improve  decision-making.  One 
long-standing  NCR  telephone 
company  customer  uses  data 
warehousing  technology  and  the 
Teradata  database  to  enable  its 
sales  and  marketing  department  to 
extract  subscriber  usage  data  from 
call  detail  records  and  construct 
highly  customized  product  and 
service  offerings. 

In  addition  to  the  highly  scalable 
WorldMark  servers  supporting 
Teradata,  Oracle,  Informix  and 
Sybase  databases,  NCR  is  now 
incorporating  an  analytical  engine, 
sophisticated  data  mining  and  mod- 


eling tools  with  its  data  warehousing 
solutions,  allowing  carriers  to  test 
hypotheses  and  predict  customer 
behavior  to  improve  customer  reten- 
tion and  acquisition.  Based  on  SABRE 
Decision  Technologies'  proven  ana- 
lytical models  and  data  mining  tools, 
the  new  NCR  Customer  Retention 
system  allows  carriers  to  monitor 
key  business  performance  and  prof- 
itability metrics  and  pose  "what  if" 
questions  testing  scenarios  and 
hypotheses  before  introducing  new 
services  or  entering  new  markets. 
These  systems  can  also  analyze  net- 
work performance  information  to 
unbundle  activity-based  costs  and 
determine  profitability  by  service  or 
customer  segment 

A  Hot  Choice  for  Investors 

While  Wall  Street  has  become 
nervous  over  the  increased  risk 
associated  with  deregulation  and 
increased  competition  among  the 
traditional  carriers,  telecommunica- 
tions continues  to  be  one  of  the 
fastest-growing  and  most  attractive 
segments  for  sophisticated  invest- 
ors. Existing  stockholders  will 
benefit  from  the  pending  RBOC 
mergers  and  acquisitions  and  the 
resulting  synergy  and  operational 
efficiencies. The  current  trivestiture 
of  AT&T  has  resulted  in  the  launch 
of  two  hot  initial  public  offerings 
(IPOs)  in  Lucent  Technologies  and 
NCR.  Some  of  the  fastest-rising 
IPOs  over  the  past  year  can  be 
found  in  the  telecom  and  Internet 
sectors. The  planned  investments  in 
infrastructure  have  already  stimu- 
lated the  markets  for  network 
equipment  and  information  tech- 
nology, to  the  benefit  of  suppliers 
such  as  Lucent,  Nortel,  NCR  and 
IBM. The  Yankee  Group  believes 
that  over  the  next  two  years,  the 
winners  and  the  losers  will  clearly 
emerge  as  competition  intensifies 
among  SuperCarriers. 
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It's  human  nature:  If  mom  and  dad  love  them,  the 
teenage  kids  hate  them.  Which  is  why  Airwalk  is  the 
new  darling  of  the  shoe  biz. 

For  cool 

old  dudes  only 


By  Christie  Brown 


An  Airwalk  billboard  looms  over  downtown  San  Francisco 
If  you're  over  20,  Airwalk  doesn't  want  your  business. 


"AlRWALKS  are  the  coolest  shoes 
around  these  days.  Everybody  has 
'em,"  says  14-year-old  Toby  Pazner, 
glancing  down  at  his  battered  pair  of 
black  suede  Airwalks.  Pazner  defines 
cool.  He  scuffs  along  New  York's 
Fifth  Avenue  in  baggy  shorts,  a  T 
shirt  and  toting  a  backpack.  "We've 
positioned  ourselves  as  the  anti- 
Nike,"  declares  Lee  Smith,  president 
of  the  company  that  makes  Airwalks. 

The  current  rage  among  teenagers, 
Airwalks  are  made  with  wacky  mate- 
rials: neon-colored  suede,  shiny 
patent  leather,  even  snakeskin.  Want 
sneakers  made  out  of  fuzzy  yellow 
tennis  balls  or  orange  basketballs? 
That's  Airwalk. 

In  the  last  two  years  sales  have 
jumped  from  $20  million  to  $184 
million.  They're  expected  to  reach 
$300  million  this  year.  Airwalk  is  the 
sole  subsidiary  of  privately  owned, 
Altoona,  Pa. -based  Items  Interna- 
tional, Inc.  The  company  claims  net 
profit  margins  of  15%,  compared  with 
12%  at  Nike. 

Airwalk  is  the  brainchild  of  69- 
year-old  George  Yohn,  the  feisty  red- 
haired  owner  of  Items  International. 
A  40-year  veteran  of  the  shoe  busi- 
ness, Yohn  grew  up  in  Altoona,  Pa. 
After  a  short  stint  with  a  steel  com- 
pany, in  1963,  Yohn  started  Blair 
Co.,  a  manufacturer  of  unbranded 
lines  of  classical  shoes  for  Sears,  J.C. 
Penney  and  Kinney  stores.  The  com- 
pany wasn't  going  anywhere.  Sales 
peaked  at  $12  million,  and  profits 
were  hobbled  by  high  U.S.  labor 
costs.  In  1977  Yohn  started  up  Items 
International  to  import  similar  shoes 
from  Asian  factories.  Recognizing  a 
better  investment,  he  soon  shut  Blair 
down  entirely. 

The  athletic  shoe  craze,  led  by 
Nike,  was  in  full  swing.  Basketball 
shoes,  running  shoes,  walking  shoes, 
aerobic  shoes.  Yohn  wanted  a  piece  of 
the  action.  He  also  wanted  his  own 
branded  line — such  lines  typically 
carry  double  the  margins  of  unbrand- 
ed shoes.  In  1983  Yohn  came  out 
with  aerobic  shoes,  but  the  competi- 
tion fried  him.  More  attempts  at  jog- 
ging and  tennis  shoes  also  fizzled. 

But  your  real  entrepreneur  doesn't 
give  up  easily,  and  Yohn  was  entre- 
preneurial to  the  core.  In  1986  one 
of  his  designers  noticed  a  sport  that 
had  yet  to  be  exploited  by  a  sneaker 
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company:  skateboarding.  Seeing  how 
skateboarders  drag  their  feet  to  brake 
and  turn,  Yohn  whipped  out  a  spe- 
cialized sneaker  made  with  extra 
layers  of  leather,  double  stitching  and 
more  raw  rubber  in  the  sole  and 
named  it  Airwalk,  after  a  popular 
skateboarding  trick  of  popping  the 
board  up  in  the  air.  Placed  in  surf  and 
skate  shops,  the  colorful  shoes  took 
off.  Yohn  had  found  a  niche.  More 
niches  followed.  Yohn  came  up  with 
specialized  shoes  for  other  "extreme" 
sports:  snowboarding  and  bmx 
biking. 

Like  his  bigger  competitors,  Yohn 
outsourced  manufacturing,  mostly  in 
China  and  Korea.  To  hold  down 
overhead  and  conserve  capital,  he 
also  outsourced  shipping,  distribu- 
tion, billing  and  credit  checks.  That 
allowed  Airwalk  to  focus  entirely  on 
design  and  marketing. 

Airwalk  sales  jumped  to  $20  mil- 
lion by  1990.  Oops!  An  antiskate- 
boarding  backlash  closed  many  skate- 
boarding parks;  Airwalk  almost 
collapsed.  Sales  dropped  to  $8  mil- 


lion. But  Yohn  saw  a  way  out.  Bas- 
ketball shoes  are  not  worn  just  by 
basketball  players.  Why  should  skate- 
boarding shoes  be  worn  only  hy 
skateboarders?  In  1992  he  refocused 
the  company  to  bring  Airwalk's  hot- 
dogger  image  to  mainstream  teens. 

Yohn  is  an  unlikely  looking  caterer 
to  teenagers.  Dressed  cautiously  in  a 
gray  suit  and  tasseled  loafers,  and  old 
enough  to  be  a  grandfather  to  most 
of  his  customers,  Yohn  nevertheless 
smelled  a  change  in  fashion:  If  those 
waffle -stompers  were  to  be  a  fashion 
item  among  the  young,  why  shouldn't 
they  be  brightly  colored?  "For  years 
the  store  shelves  had  been  a  sea  of 
white-on-white  athletic  shoes.  I 
thought  there  was  a  sea  change 
coming — an  opportunity  for  some- 
thing different." 

But  first  the  company  had  to  get 
its  wildly  colored  sneakers  into  main- 
stream stores.  Yohn  couldn't  afford  a 
big  national  advertising  campaign,  so 
he  recruited  a  40-person  sales  force 
to  blitz  dozens  of  important  local 
areas  with  radio  ads,  banners,  posters 


and  focus  groups.  It  worked.  Take 
Columbus,  Ohio-based  Avalon,  a  six- 
store  chain  specializing  in  trendy 
clothes  for  the  high  school  and  col- 
lege crowd.  Airwalk  reps  convinced 
Avalon's  shoe  buyer,  Paula 
Shiptenko,  to  lay  out  two  dozen  pairs 
of  Airwalks  on  the  store  floor  one 
day  and  get  customers'  feedback. 
"Their  reaction  was,  'Oh,  those  are 
cool,'  "  recalls  Shiptenko.  All  Avalon 
stores  now  stock  20  Airwalk  styles. 

Sportmart,  a  70-store  sporting 
goods  chain  based  in  Chicago,  carries 
Airwalk  alongside  every  other  major 
sneaker  brand.  "We  don't  see  Airwalk 
as  competition  to  Nike  and  Reebok," 
says  Marian  Weidow,  a  Sportmart 
shoe  buyer.  "It's  not  an  athletic  shoe, 
it's  a  lifestyle." 

That's  just  what  Airwalk  wants  to 
hear.  After  20  years  of  boom,  athlet- 
ic shoe  sales  have  leveled  off.  Certain 
segments  are  dropping  fast.  Since 
1991,  sales  of  aerobic  and  fitness 
shoes  are  down  85%,  running  shoes 
are  off  40%  and  basketball  shoes  are 
off  21%,  according  to  Tactical  Retail 


To  truly  appreciate  the  value  of  independent  agents,  consider  th 


Solutions,  which  tracks  the  shoe 
industry.  But  skateboarding  is  again 
on  the  rise,  and  snowboarding  is  the 
fastest-growing  sport  in  the  coun- 
try— which  means  that  young  people 
want  to  look  like  skateboarders  and 


snowboarders  even  if  they  are  not. 
Nike  is  coming  out  with  a  skateboard 
shoe  this  year  and,  rumor  has  it,  a 
snowboard  shoe  for  1997.  But  Air- 
walk's  already  there. 

Airwalk  continues  to  build  its 


youthful  image  by  plugging  its  con- 
nection to  hip,  alternative  sports.  The 
company  recently  introduced  a 
mountain  bike  shoe  and  will  spend 
$30  million  on  advertising  this  year, 
much  of  that  on  MTV,  teen  magazines 
and  raw  music  events.  For  example, 
Airwalk  sponsors  the  Lollapalooza 
concerts.  While  Reebok  plays  up  its 
association  with  traditional 
Olympians  and  Nike  brags  that  big- 
name  basketball  players  wear  its 
shoes,  Airwalk  has  recruited  125 
oddball  athletes — skateboarders, 
extreme  bikers  and  snowboarders.  Its 
athletes  do  sports  shows  every  week 
all  over  the  country. 

You,  the  reader,  probably  would 
not  be  caught  dead  in  the  things. 
That's  what  Yohn  hopes  you  will  say. 
"If  a  45 -year-old  mother  is  wearing 
our  shoes,  it's  going  to  be  harder  for 
teens  to  think  they're  cool,"  says 
company  president  Smith.  At  age  34, 
Smith  admits  he's  over  the  hill  him- 
self. "No  offense,  but  unless  they're 
a  really  cool  old  dude,  we  really  don't 
want  them  wearing  Airwalks."  HBI 


big  picture. 


Assessing  risk  is  an  art.  That's  why  independent  agents 
use  a  jace-to-jace,  personal  approach  to  risk  assessment. 
Their  hands-on  involvement  with  customers  paints  a  better 
picture  than  numbers  alone.  And  we  carefully  select  only 
the  best  agents  in  each  market,  which  is  why  our  combined 
loss  and  expense  ratios  look  so  attractive.  Of course,  you 
could  just  focus  on  our  record  of  35  years  of  increased 
shareholder  dividends,  or  our  A++  rating  from  A.M.  Best 
for  our  property  casualty  insurance  operations.  Regardless 
of  how  you  look  at  Cincinnati  Financial  Corporation, 
you're  going  to  like  what  you  see.  For  a  CFC  fact  sheet, 

call  {-800-955-CINF  (2463}. 
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When  his  college  classmates  were  sleeping  late, 

immigrant  Michael  Chowdry  was  driving  buses. 

Maybe  that's  why  he's  a  centimillionaire  airline  mogul  at  41. 

Flying  high 


By  James  Samuelson 

Atlas  Air,  Inc.  flies  fresh  flowers 
and  shoes  from  Amsterdam  to  Sin- 
gapore for  klm,  and  fish,  cattle  and 
horses  from  Taipei  to  Luxembourg 
for  China  Air.  Why  should  these  car- 


riers use  Atlas  Air  when  they  have 
airplanes  of  their  own?  Sometimes 
they  have  more  business  than  they 
can  conveniently  handle.  More  to 
the  point,  nonunion  Adas  can  deliv- 


er the  goods  at  a  lower  cost  than 
they  can,  so  they  outsource  some  of 
their  freight  contracts  to  Atlas. 

Public  since  last  August,  Atlas  is 
still  smallish — revenues  last  vear  were 


Atlas  Air's  Michael  Ghowc 
Doing  the  airline  incL 
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rty  work. 
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$171  million — but  it  has  persuaded 
investors  that  it  is  going  to  get  big. 
Since  its  IPO,  the  stock  has  tripled  to  a 
recent  50/4.  Against  stockholders' 
equity  of  $68.7  million,  Adas  Air  now 
has  a  market  capitalization  of  $1 .1  bil- 
lion— 4  times  forward  sales  and  26 
times  forward  earnings.  Welcome  to 
The  Forbes  Four  Hundred,  Atlas 
founder  Michael  Chowdry.  With  his 
59%  interest  in  the  company,  this  41- 
year-old  immigrant  from  Pakistan  is 
worth  $670  million  on  paper. 

Chowdry,  an  affable  but  intensely 
driven  man,  flew  crop  dusters  in 
rural  North  Dakota  while  attending 
the  Crookston  campus  of  the  Uni- 
versity of  Minnesota  in  the  late 
1970s.  While  he  spent  his  Sunday 
mornings  driving  church  buses,  his 
classmates  slept  off  hangovers. 

Being  an  immigrant  helped.  His 
native-born  classmates  were  out  to 
have  a  good  time.  But  Chowdry, 
coming  from  a  poor  country,  was 
mesmerized  by  the  chance  for 
anyone  willing  to  work  hard  to  make 
money.  He  dropped  out  of  college 
to  get  into  business. 

Always  alert  to  the  opportunities, 
in  1984,  during  a  stint  as  an  airline 
consultant,  he  made  a  quick  $3.5 
million  buying  seven  727s  from 
Frontier  Airlines  and  flipping  them 
to  Flying  Tiger,  an  air  freight  com- 
pany. Chowdry  owed  the  coup  to  his 
being  more  alive  to  the  business 
environment  than  the  seller  was.  He 
knew  that  Flying  Tiger  was  eager  to 
get  into  the  U.S.  cargo  business;  had 
Frontier  known  this,  it  could  have 
made  the  sale  itself  to  Flying  Tiger. 

"I  realized  that  outside  their 
immediate  surroundings,  these  guys 
were  incredibly  unaware  of  what  the 
hell  was  going  on,"  he  says. 

Similar  insights  alerted  him  to  the 
opportunities  in  subcontracting  air 
cargo.  In  the  early  1990s,  while  run- 
ning an  aircraft  leasing  business 
using  secondhand  planes,  in  Golden, 
Colo.,  Chowdry  switched  one  of  the 
planes  to  subcontracting  air  cargo. 
Soon  he  left  running  the  leasing 
business  to  a  friend,  and  in  1992 
started  Atlas  Air.  The  big  carriers 
were  replacing  older  craft  with  twin- 
engine  planes  like  the  Boeing  767 
and  the  Airbus  A330.  The  new 
planes  were  more  fuel-efficient  than 
workhorse  four-engine  747s  but  held 
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50%  less  cargo.  Carriers  with  more 
cargo  business  than  they  could 
handle  didn't  want  to  lose  it.  Atlas 
was  willing — and,  thanks  to  its  early 
start — able. 

Chowdry's  first  order:  flying 
Eddie  Bauer  polo  shirts,  Nike  sneak- 
ers and  computer  disk  drives  from 
Taiwan  to  the  U.S.  for  China  Air. 

But  not  even  go-getters  like 
Chowdry  can  long  keep  a  niche  to 
themselves.  In  1993  ge  Capital 
financed  nine  747- 100s  for  Long 
Beach,  Calif.-based  Polar  Air,  now 

Atlas  pretty  much  has  this 
niche  in  the  freight  business 
to  itself.  But  competition  is 
near.  So,  is  Chowdry 
worried?  "Unless  people 
start  beaming  things  from 
Hong  Kong  to  New  York," 
he  says,  "we'll  be  here." 

trying  to  muscle  in  on  Atlas.  And 
Federal  Express  is  hauling  freight  on 
Flying  Tiger's  old  routes.  Can  Atlas 
fend  off  the  competition  and  still 
grow  fast  enough  to  satisfy  Wall 
Street  and  its  shareholders? 

Don't  count  Chowdry  out.  He's 
running  a  low-cost  operation — and 
in  a  tough  business  the  low-cost  pro- 
ducer rarely  loses.  He  pays  pilots, 
many  of  them  fresh  from  die  military 
and  needing  work,  $75,000  a  year, 
not  the  $200,000  a  year  some  of  the 
big  airlines  must  pay.  He  does  no 
advertising,  and  contracts  out  his 
ground  delivery  services.  He  has  vir- 
tually no  marketing  costs.  Atlas  car- 
ries freight  for  less  than  it  costs  the 
big  airlines  to  carry  it  and  still  earns 
a  net  margin  of  over  10%,  almost 
unheard  of  in  the  airline  business. 

Atlas  now  has  Lufthansa,  klm, 
China  Air,  British  Air  and  SAS  as  reg- 
ular customers.  Sales  and  earnings 
are  projected  to  take  off  this  year,  to 
$320  million  and  $43.5  million, 
respectively. 

With  plenty  of  outsourcing  busi- 
ness available,  Chowdry  says  he  isn't 
worried  about  competition.  "Unless 
people  start  beaming  things  from 
Hong  Kong  to  New  York,"  he  says, 
"we'll  be  here."  » 
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For  Dennis  Gabrick,  coming  up  with  a  good  product  was  easy. 
Dealing  with  his  investor  group  was  almost  impossible. 

The  pickled  palm  man 


By  Seth  Lubove 

When  he  was  12  Dennis  Gabrick 
turned  over  his  earnings  from  caddy- 
ing  and  delivering  newspapers  to  help 
pay  the  household  bills  after  his 
family  declared  bankruptcy.  In  the 
late  1960s  he  put  himself  through  the 
University  of  Miami,  working  at 
department  stores.  It  was  all  good 


training  for  one  of  life's  toughest 
challenges:  getting  a  business  off  the 
ground  and  keeping  it  there. 

By  1984  Gabrick,  then  35,  was  in 
Carpinteria,  Calif.,  selling  money- 
counting  machines  and  counterfeit- 
money  detectors  made  by  a  Swedish 
company.  The  Swedish  outfit  decid- 


ed to  add  to  its  product  line  flowers 
preserved  in  a  special  formula  devel- 
oped by  a  chemist  named  Per  Monie. 
Monie  and  Gabrick  teamed  up  to 
start  making  the  product. 

Gabrick  saw  the  possibilities  of  a 
business  based  on  selling  plants  and 
bouquets  that  would  last  forever.  He 
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persuaded  Monie  to  cut  ties  with  the 
Swedish  company  and  throw  in  his 
hand  (and  his  preserving  formula) 
with  Gabrick  to  start  Nature  Pre- 
served of  California. 

Gabrick  and  Monie  started  out 
selling  $5  bouquets  at  supermarkets, 
but  by  1985  the  partners  had  pre- 
served the  entire  top  of  a  palm  tree. 
They  soaked  the  palm  fronds  in 
Monie's  solution  for  several  days, 
then  attached  the  fronds  with  metal 
bands  and  glue  to  artificial  trunks 
made  from  steel  and  fiberglass.  The 
trees  looked  amazingly  real  and 
required  no  maintenance,  save  an 
occasional  dusting. 

Targeting  the  $3-billion-a-year 
commercial  interior  landscaping  busi- 
ness, Gabrick  figured  he  could  sell  his 
preserved  trees  to  malls,  restaurants, 
hotels  and  casinos  as  substitutes  for 
live  trees.  He  priced  his  trees  at 
around  $1,000  apiece.  This  was  twice 
the  cost  of  live  trees,  but  live  trees 
must  be  watered  and  fed,  and  often 
require  reinforced  floors  to  support 
the  weight  of  wet  dirt.  And  live  trees 
typically  die  after  three  years.  Bottom 
line:  After  three  years  Gabrick's  trees 
are  generally  more  economical  than 
live  ones. 

Coming  up  with  the  product  was 
the  easy  part.  Financing  its  produc- 
tion and  marketing  it  proved  almost 
impossible.  From  family  savings  and 
with  help  from  his  uncle,  a  barber  in 
Santa  Barbara,  Gabrick  put  up 
$150,000  for  working  capital.  This 
kept  things  going  for  two  years,  when 
Gabrick  convinced  some  local 
investors  to  put  up  $750,000  for  a 
two-thirds  stake  in  Nature  Preserved. 

Gabrick  figured  he'd  still  run  the 
show.  Wrong.  The  investor  group 
installed  a  new  president  and  chief 
financial  officer,  and  demoted 
Gabrick  to  vice  president  in  charge  of 
sales  and  marketing. 

Looking  for  customers,  Gabrick 
soon  found  that  he  had  to  be  careful 
not  to  alienate  the  commercial  interi- 
or landscapers,  who  have  the  best 
connections  with  the  owners  of  malls, 
restaurants  and  office  buildings.  The 
landscapers  make  a  lot  of  money 
feeding  and  watering  the  live  foliage 
they  install.  Nature  Preserved's 
embalmed  trees  threatened  to  elimi- 
nate this  revenue  stream. 

So  Gabrick  decided  to  market  his 


preserved  trees  as  a  complement  to 
live  plants,  in  areas  where  lighting 
was  poor  or  floors  could  not  support 
the  weight  of  a  live  tree.  This  made 
the  landscapers  happier,  but  also 
greatly  reduced  Gabrick's  potential 
market.  In  1990  Nature  Preserved 
sold  only  $700,000  worth  of  trees 
and  was  losing  money.  Tired  of  living 
hand-to-mouth,  Monie  quit  and 
returned  to  Sweden. 

Gabrick  hung  on.  He  visited 
dozens  of  trade  shows  and  relentless- 
ly called  on  landscapers  and  commer- 
cial property  managers  and  owners. 
He  drove  a  Ryder  truck  filled  with 
palm  trees  to  Las  Vegas  for  a  sales  call 
on  gambling  mogul  Stephen  Wynn. 
Wynn  wanted  to  give  the  atrium  of 
his  new  Mirage  casino  and  hotel  the 
look  of  a  rain  forest,  but  he  couldn't 
find  live  trees  that  would  sufficiently 
obscure  the  pedestrians'  view  of  the 
glass  roof  overhead.  Unlike  live  trees, 
which  need  breathing  room, 
Gabrick's  dead  palm  trees  could  be 
crammed  into  the  space,  creating  the 
effect  of  a  lush  canopy  of  palms. 

Wynn  ordered  $750,000  worth  of 
Nature  Preserved's  palms — but 
Gabrick's  investor  group  was  nervous 
at  the  thought  of  taking  on  such  a 
big  order.  Gabrick  finally  convinced 
the  controlling  stockholders  to  take 
the  business,  but  he  kept  quarreling 
with  them  over  how  much  money 
they  could  take  out  of  the  business  as 
well  as  other  pressing  concerns. 


Fed  up,  in  1991  Gabrick  quit.  He 
lured  five  of  Nature  Preserved's 
employees  to  join  him  in  starting  a 
competing  company,  Preserved 
TreeScapes  International,  financed 
with  $300,000  from  his  Santa  Bar- 
bara uncle  and  some  friends.  Nature 
Preserved  sued  him  for  violating  a 
noncompete  agreement,  but  that  was 
a  desperation  move:  Nature  Pre- 
served was  dying  without  Gabrick. 
The  order  backlog  shrank  from 
$600,000  to  less  than  $100,000.  The 
investors  had  borrowed  another  $2.1 
million  to  cover  Nature  Preserved's 
losses.  They  offered  to  sell  Nature 
Preserved's  assets  to  Gabrick  for 
$420,000.  Gabrick  agreed,  merging 
the  assets  into  his  new  company. 

Today  Gabrick  is  again  president  of 
his  own  company  and,  with  75%  of 
Preserved  TreeScapes,  secure  in  the 
job.  (His  general  manager  and  vice 
president,  Vito  Milano,  owns  the 
rest.)  Using  the  contract  with  Steve 
Wynn  as  his  calling  card,  Gabrick  has 
sold  his  trees  to  such  customers  as 
Disney's  hotels,  the  Planet  Holly- 
wood restaurants  and  Warner  Bros.' 
retail  stores.  This  year  Gabrick 
expects  sales  to  reach  $6.5  million, 
with  pretax  earnings  of  about  $1.3 
million. 

His  latest  idea:  Market  the  trees  as 
a  way  to  disguise  ugly  cellular  phone 
antennas.  To  sell  this  concept  he'll 
need  tenacity,  with  which  he  is  amply 
endowed.  ■■ 


Forbes  ■  August  12,  1996 


87 


As  if  the  supermarkets  don't  have  enough 
competition,  here  comes  David  Gold. 

Frozen  peas, 
half  off 


By  Tim  W.  Ferguson 

It's  amazing  what  a  buck  will  buy 
when  suppliers  are  pressed  to  get  rid  of 
excess,  discontinued  or  expiration- 
dated  merchandise.  Knowing  this, 
David  Gold  has  opened  thirty-eight 
99 C  Only  stores  in  the  Los  Angeles 
area  during  the  last  14  years.  This  is 
discount  retailing  with  a  difference. 
Whereas  most  dollar  stores  offer  cheap 
housewares  and  odds  and  ends  from 
anonymous  manufacturers,  Gold's 
stores  offer  recognizable  values  on 
brand-name  household  staples — 
mostly  packaged  food,  but  also  paper 
products,  detergents  and  the  like. 
Gold's  stores  carry  most  of  what  a 
supermarket  carries,  except  fresh  pro- 
duce, meats  and  dairy  goods — but  at 
20%  to  80%  less  than  similar  items  cost 
at  other  stores. 

This  is  not  your  usual  low-rent 
remainder  store.  Half  of  Gold's  newest 
99C  Only  stores  are  over  20,000 
square  feet,  much  larger  and  brighter 
than  the  typical  dollar  store.  They 
advertise  weekly  and  pull  in  a  lot  of 
traffic:  Gold's  stores'  sales  per  square 
foot  are  within  2%  of  an  average  for 
12  supermarket  chains  covered  by 
Salomon  Bros.'  Jonathan  Ziegler.  And 
where  the  best-run  supermarkets  net 
maybe  3.5  cents  per  dollar  of  sales, 
Gold's  chain  nets  6.3  cents.  On  sales  of 
$153  million  last  year,  99 <t  Only  stores 
netted  $9.6  million  (75  cents  a  share). 

RJR  Nabisco's  crackers  and  cookies 
unit  recently  announced  that  it  will 
pare  its  product  line.  Good  news  for 
Dave  Gold.  At  64,  Gold  remains  this 
chain's  chief  buyer,  driving  hard  bar- 
gains and  offering  quick  cash  to  over- 
loaded vendors.  He's  acutely  aware 
that  his  business  depends  heavily  on 
creating  highly  visible  bargains.  "We 
like  to  shock  our  customers,"  he 
says — they  know  the  price  but  are  sur- 


pot  wholesale  price.  They  reached  the 
Los  Angeles  warehouse  overnight  and 
were  distributed  to  most  of  the  99C 
Only  stores  by  Saturday  noon,  in  time 
for  moms  who  might  otherwise  have 
gotten  only  a  card.  Gold  charged  99 
cents  a  pot,  of  course. 

Markups  aren't  big  in  this  line  of 
retailing  and  so  far  that's  been  true 
of  Gold's  stock  price,  too:  It  recent- 
ly traded  at  $13.75,  slightly  below  its 
initial  offering  price  of  $14.50  in  late 
May  The  public  holds  a  third  of  the 
company's  14.8  million  shares  out- 


990  Only's  David  Gold  at  an  opening 
"We  like  to  shock  our  customers." 


prised  by  what's  on  the  shelves. 

"He  [Gold]  has  a  retentive,  calcula- 
tor mind,"  says  William  Ostroff,  a 
candy  seller  who's  been  calling  on  99 C 
Only  for  nearly  10  years  (and  has  been 
in  the  trade  for  61 — he's  85).  "He  will 
remember  the  price  of  something  you 
showed  him  a  year  or  two  earlier,  even 
if  he  didn't  buy  it." 

The  nerve  center  of  99C  Only  is  the 
company's  new  840,000-square-foot 
warehouse  in  City  of  Commerce,  near 
downtown  Los  Angeles.  Gold  got  the 
warehouse  on  a  lease-to-buy  deal  for  8 
cents  a  square  foot  per  mondi. 

The  logistics  of  diis  business  can  put 
a  supply  hub  to  the  test — like  last 
Mother's  Day  weekend.  A  nursery 
from  the  San  Francisco  Bay  Area 
agreed  on  Friday  to  ship  nearly  two 
truckloads  of  potted  flowers,  priced  for 
Gold  at  below  75  cents  a  pot,  a  big 
discount  from  their  normal  $3.75-a- 


standing;  Gold  family  members,  in 
most  of  the  top  executive  posts, 
retain  the  rest.  The  stock  suffers 
from  unfamiliarity  with  what  sets 
Gold  apart  from  other  dollar- store 
operations;  however,  the  secret  is 
shared  by  only  a  few,  like  Gary 
Cino's  privately  held  98 <t  Clearance 
Centers  chain  (estimated  revenues, 
$55  million),  now  sprouting  in 
northern  California.  Another  worry: 
What  will  happen  to  99<t  Only  when 
Gold,  who  had  heart  trouble  a  few 
years  ago,  decides  to  give  it  up? 

But  opportunity  is  at  hand.  Com- 
petitor Cino  calls  Gold  "the  best  mer- 
chant I've  ever  seen,"  and  99<t  Only  is 
poised  for  growth.  It  is  debt-free,  has 
over  $30  million  in  cash  and  will  start 
buying  sites  for  new  stores  in  areas 
where  space  can't  be  rented.  What 
works  in  the  Los  Angeles  area  may 
well  work  elsewhere.  "We  like  to  be 
where  families  are  largest,  because  they 
buy  the  most  consumables,"  he  says. 
Grocers,  mind  your  flank.  WM 
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Far  into  the  planning  process,  Chrysler  scrapped 
its  new  luxury  car.  That  decision  speaks 
volumes  about  why  Chrysler  is  now 
Detroit's  clear  winner  in  profit  margins. 

The  car  Chrysler 
didn't  build 


By  Jerry  Flint 

This  is  the  story  of  a  car  that 
Chrysler  wanted  to  build  but  didn't. 
"It  says  a  lot  about  the  way  Chrysler 
operates,"  says  President  Robert  Lutz 
about  the  decision  to  kill  the  project. 
It  surely  does. 

In  a  surprisingly  frank  interview, 
Lutz  and  his  three  top  aides  explain 
why  Chrysler  decided  to  kill  a  luxury 
car  project  that  was  dear  to  all  their 
hearts.  This  is  Detroit,  but  the  deci- 
sions to  be  made,  the  choices,  will  be 
familiar  to  any  business  manager 
these  days.  The  interview  provides 
remarkable  insight  into  sophisticated 


management  decision  making. 

The  aborted  car  was  code-named 
LX.  The  luxury  car  would  have  rolled 
out  a  year  or  a  year  and  a  half  ago, 
and  would  have  been  the  flagship  of 
the  Chrysler  fleet. 

Why  did  they  kill  it? 

The  LX  story  was  related  to  us  by 
Lutz,  the  chief  operating  officer,  and 
his  three  musketeers,  all  executive 
vice  presidents — Francois  Castaing, 
the  chief  engineer,  Thomas  Gale,  the 
chief  designer,  and  Thomas  Stall- 
kamp,  who  was  the  overlord  of  large- 
car  projects  at  the  time. 


This  was  a  formidable  team.  Cas- 
taing, a  Frenchman  who  came  from 
Renault,  created  the  groundbreaking 
platform  team  system  of  developing 
new  products.  Gale  created  the  cab 
forward  design,  which  pushed  the 
wheels  out  to  the  edge  of  the  body 
and  created  huge  passenger  compart- 
ments. Stallkamp  gave  Chrysler  the 
best  supplier  relations  in  Detroit,  and 
made  Chrysler's  word  its  bond. 

"We  want  to  tell  this  story  because 
it  shows  we  have  the  engineering  and 
intellectual  and  financial  wherewithal 
to  do  a  luxury  car,"  says  Lutz.  "It's 
not  that  we  were  not  good  enough." 

"But  we  had  the  nerve  not  to," 
Stallkamp  breaks  in. 

The  LX  would  have  been  a  rear- 
wheel-drive  luxury  car — all  of  Chrysler's 
other  cars  are  front- wheel  drive.  It 
would  have  carried  a  new  32 -valve 
V-8  engine  of  300- plus  horsepower, 
be  priced  in  the  high  $30,000s  to 
low  $40,000s,  against  the  Cadillac 
Seville  sts.  LX  would  be  fast — top 
speed,  150mph — and  had  the  han- 
dling characteristics  to  challenge  the 
world's  best:  BMW,  Mercedes,  Jaguar, 
Lexus,  Infiniti. 

The  project  was  adrenalin-pump- 
ing. Says  Gale:  "It's  fun  to  do  some- 
thing at  the  extremes,  extremely 


Codename  LX,  Chrysler's  car  that  never  was 

They  badly  wanted  this  flagship  luxury  car,  but  had  the  nerve  to  kill  it. 
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sporty  or  extreme  luxury." 

Lutz:  "The  other  part  is  plain  con- 
ventional thinking.  You  have  a  luxury 
car  right  at  the  top,  where  you  have 
the  big  margins.  The  old  truth  used 
to  be  that  the  reason  General  Motors 
is  so  profitable  is  that  il  sells  200,000 
Cadillacs,  where  they  make  the  huge 
margins. 

"Wc  were  convinced  we  could  do 
it  for  a  lot  less  money.  It  was  a  no- 
nonsense  luxury  car  without  a  lot  of 
bells  and  whistles.  Very  fast,  handle 


in  the  concept  of  the  platform." 

Says  Gale,  "The  sheet  metal  would 
have  been  all  new,  however." 

How  many  would  Chrysler  have  to 
sell?  Thirty  thousand  a  year.  Only 
30,000?  Lutz:  "We  tend  to  underca- 
pacitize  and  run  at  max  capacity  as 
opposed  to  planning  on  100,000  and 
then  selling  only  23  [23,000],  as  one 
of  our  competitors  recently  did  on  a 
luxury  car." 

Stallkamp:  "It's  better  to  add 
capacity  after  you  see  how  it's  going 


same.  It's  ER&n  [engineering, 
research  and  development]." 

Stallkamp:  "We  don't  have  any  seat 
engineers  anymore.  They're  manag- 
ing the  programs  (with  seat  suppliers) 
instead  of  developing  scats." 

Lutz:  "Ford  is  over  6%  in  er&d  as 
a  percent  of  revenues  and  we're  at 
2.3%  and  heading  south." 

But  Chrysler  had  no  V-8  engines 
for  the  LX. 

Castaing:  "We  had  the  choice 
between  using  a  truck  engine,  which 


Left: 

Francois  Castaing 
the  engineer 
"We  knew 
exactly  what 
we  were  going 
to  do." 


Right: 

Tom  Gale, 
the  designer 
"The  margins 
were  going 
to  go  away 
because  there 
were  so  many 
competitors." 


great  and  be  enormous  fun  to  drive." 

Could  Chrysler  build  a  car  to  take 
on  BMW  and  Mercedes? 

Lutz:  "Not  in  all  respects.  We 
never  would  have  gone  for  that  level 
of  fit  and  finish,  but  in  terms  of  value 
to  the  customer,  in  terms  of  perfor- 
mance, vehicle  dynamics,  fun  to 
drive,  appearance,  silence — yes,  we 
could  have  matched  the  best  in  the 
world.  But  if  you  had  looked  at  how 
many  layers  of  varnish  on  the  wood 
on  the  inside — it  might  not  even  have 
been  real  wood.  The  purist  who 
looks  at  how  the  glove  box  is  lined, 
well,  we  probably  wouldn't  have  used 
a  fully  lined  glove  box.  We  probably 
would  have  shot  it  with  flocking  or 
something." 

Cost?  Lutz:  "The  investment  was 
around  $300  million.  The  car  would 
be  built  on  an  existing  platform." 

Castaing:  "When  we  were  devel- 
oping the  lh  [Chrysler's  basic  large- 
car  line]  in  1988,  we  made  room  for 
the  LX.  The  LX  was  an  option  that  was 


than  to  plan  for  it.  One  of  our  com- 
petitors in  the  sport  utility  business 
tooled  the  axle  supplier  for  twice  as 
many  as  he  needed,  three  years  before 
he  added  the  second  plant.  So  they 
paid  for  all  that  capacity  and  never 
used  it.  We  would  do  the  opposite. 
We  have  enough  capacity  just  to  fill 
out  the  first  volume,  and  then,  if  it 
goes,  add  more  capacity  later." 

Gale:  "It's  always  easier  to  break 
bottlenecks  afterwards.  We  deliber- 
ately keep  planning  volumes  low." 

Lutz:  "That's  why  our  fixed  costs 
are  lower.  That's  our  huge  competi- 
tive advantage. 

"I'll  give  you  this  free  bit  of  infor- 
mation. The  reason  this  company  is 
so  much  more  profitable  than  Ford  is 
not  because  our  labor  and  material 
costs  are  that  much  lower.  That's  not 
the  big  difference.  The  big  difference 
is  the  per-unit  fixed.  We  probablv 
have  a  $1,000  to  $1,500  difference  in 
per-unit  fixed.  The  variable  margins 
are  probably  very  close  to  being  the 


none  of  us  favored  at  the  time,  or 
creating  a  new  4.3  liter  made  of  two 
Neon  [4-cylinder]  twin-cam  engines, 
within  a  new  block,  using  the  [Neon] 
heads  and  the  valve  train." 

Lutz:  "It  would  have  been  a  silky- 
smooth  32-valve  V-8 — like  an  electric 
motor,  so  quiet." 

Two  of  those  noisy  Neon  engines? 

Lutz:  "The  reason  a  Neon  engine 
is  relatively  noisy  is,  as  Francois  will 
tell  you,  when  4-cylinder  engines  get 
to  2  liters,  they  start  developing  a  lot 
of  second-order  vibrations.  That's 
why  the  lapanese  engines  are  so 
much  smoother.  They  are  1.6  liters, 
and  1.6-liter  4-cylinder  engines  are 
very  smooth.  At  2  liters  they  get  a 
little  raucous.  At  2.2  liters  you  need 
balance  shafts.  Definitely.  But  the 
minute  you  go  to  a  V-8  configura- 
tion, smooth  as  glass.  It  would  be  a 
marvelous  engine." 

How  far  did  you  get  with  the  LX? 

Castaing:  "To  the  point  where  in 
our  system  we  need  to  push  the  button 
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to  get  the  machine  rolling.  We  knew 
exactly  what  we  were  going  to  do." 

Why  did  you  kill  it  when  it  had  so 
many  pluses? 

Gale:  "You  could  already  see  what 
was  happening  in  the  luxury  market. 
What  we  basically  figured  out  was 
that  the  margins  were  going  to  go 
away  because  there  were  so  many 
competitors  coming  into  that  same 
point  of  the  market.  That's  when 
Bob  came  back  to  us  and  said  ...  as 
much  as  we  all  really  wanted  that  car, 


people.  You  started  to  see  working 
class,  a  lot  of  blue-collar  workers.  So 
that  the  role  model  of  the  luxury  car 
was  no  longer  there. 

"My  tailor,  who  sells  me  these 
suits,  [he  holds  out  his  lapels]  went 
into  a  Cadillac-Saab  dealership 
because  he  was  interested  in  the  new 
Saab  900.  The  payments  were  in 
excess  of  $500  a  month,  and  he  said 
T  can't  handle  it,'  the  salesman  grabs 
him  and  says,  'Wait  a  minute,  sir. 
What    size    payment    could  you 


than  another  one.  We  have  always  got 
more  ideas  of  new  cars  and  trucks 
than  we  have  money  to  do  them." 

Lutz:  "It  really  gets  down  to:  What 
do  we  want  to  be?  Do  we  want  to  be 
like  everybody  else?  If  everybody's 
got  a  luxury  car,  we've  got  a  luxury 
car,  too?  Or  do  we  say,  no,  our  flag- 
ship may  be  a  Viper  or  a  truck,  or 
someday  something  beyond  Grand 
Cherokee.  To  us  the  flagship  is  the 
one  that's  creating  the  highest  prof- 
itability for  the  company." 


I  think  we  all  felt . . .  well,  there  wasn't 
any  crying  or  whining  about  it." 

Stallkamp:  "You  have  to  constant- 
ly reevaluate.  You  can't  get  into  one 
thing  and  then  do  it  because  every- 
body else  is.  We  all  killed  it  together." 

Lutz:  "You  start  using  $6,000  to 
$7,000  to  $8,000  to  $9,000  of  your 
variable  margins  to  subsidize  your 
lease  sales;  by  the  time  you  do  the 
per-unit  fixed-costs  allocation  you're 
underwater. 

"It  was  hard  to  overlook.  Every 
time  you'd  leaf  through  the  Wall 
Street  Journal,  you'd  see:  'Now, 
owning  the  world's  flagship  premium 
car  has  become  easier  than  ever,  24 
months  at  only  $400  a  month.'  Your 
finance  guys  can  quickly  figure  out 
what  they  are  leaving  on  the  table. 

"There  was  another  interesting 
thing  that  was  starting  to  happen. 
You'd  look  in  the  windows  of  Amer- 
ican luxury  cars  that  were  driving 
around  out  there,  you  no  longer  saw 
smart,    well-dressed  upper-class 


Left: 

Robert  Lutz, 
the  president 
"It  really  gets 
down  to:  What  do 
we  want  to  be? 
Do  we  want  to  be 
like  everybody 
else?" 

Right: 

Tom  Stallkamp,  the 
supplier  connection 
"You  have  to  be 
able  to  say 
to  yourself, 
whoops,  there's 
a  better  way, 
and  move  on." 


handle?'  'Well,  I  could  handle  $400.' 
He  says,  'Do  I  have  the  car  for  you!' 
He  takes  him  over  to  a  Cadillac 
Seville  STS  and  puts  him  in  a  $400-a- 
month  lease. 

"Here  you  have  the  curious  situa- 
tion of  a  guy  who  goes  into  a  dealer- 
ship for  a  $35,000  car,  can't  afford  it, 
and  drives  out  with  a  $50,000  car. 
Now  who  is  making  up  that  differ- 
ence? The  producer  of  the  $50,000 
car  is  making  up  that  difference." 

So  while  their  hearts  told  them  to 
build  the  LX,  their  heads  told  them 
they  no  longer  needed  the  luxury  car 
for  prestige. 

Stallkamp:  "BMW  people  were 
buying  Grand  Cherokees.  That  was 
making  us  think  there  was  something 
happening  in  the  flagship  business." 

Castaing:  "Every  year,  in  the  first 
part  of  the  year,  we  have  the  exercise 
of  trying  to  define  the  next  five  years 
and  the  priority  we  can  invest  it  to, 
within  our  limits.  This  forces  you  to 
decide  if  one  thing  is  more  important 


Gale:  "We  loved  this  LX.  It's  just  a 
matter  of  all  the  other  things  we 
wanted  to  do." 

Have  you  regretted  the  decision? 

Lutz:  "We're  convinced  we  made 
the  right  decision.  We're  convinced 
of  our  ability  to  qualitatively  reassess 
decisions  and  to  take  anecdotal  inputs 
like,  'Gee,  what  kind  of  people  are  we 
seeing  riding  in  the  cars?'  And  to  take 
information  like  that  and  process  it, 
where  the  hard  information,  all  of  the 
research  data,  is  going  to  lag  way 
behind." 

Stallkamp:  "A  lot  of  other  compa- 
nies, once  you  start  a  train,  you  can't 
get  off  until  it  gets  to  the  station. 
One  of  the  things  that  we  are  good  at 
is  flexibility.  You  have  to  be  able  to 
say  to  yourself,  whoops,  there's  a 
better  way  and  move  on  instead  of 
riding  it  through  just  to  test  your 
manhood." 

Lutz:  "In  the  end  we'd  rather  be 
first  in  a  new  place  than  seventh  in 
the  place  everyone's  rushing  to."^B 
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Can  Zenith  Electronics  teach  a  huge  Korean  conglomerate 
American  ways?  The  Koreans  hope  so. 

Eager  to  learn 


By  Damon  Darlin 

Last  November  Korea's  LG  Group 
bought  58%  of  Zenith  Electronics 
Corp.,  the  last  American-owned 
maker  of  television  sets.  A  few  days 
later  an  eager  Zenith  staffer  ordered 
hundreds  of  desktop  flag  sets  bearing 
the  American  and  South  Korean 
flags.  Hun-Jo  Lee,  a  top  LG  Group 
executive  and  Zenith's  new  chairman, 
refused  to  distribute  the  flag  sets.  "I 
don't  want  a  Korean  flag  draping 


these  desks,"  Lee  explains.  "I  don't 
want  to  Koreanize  Zenith."  Quite 
the  contrary.  LG  paid  $351  million  for 
its  stake  in  the  ailing  Zenith  because 
it  wanted  to  give  LG  more  of  an 
American  touch. 

Formerly  known  as  Lucky-Gold- 
star, $64  billion  (unconsolidated  rev- 
enues) LG  Group  is  Korea's  third- 
largest  chaebol  conglomerate,  after 
the  Hyundai  and  Samsung  empires. 


Now  that  Korea  is  a  developed  econ- 
omy, domestic  growth  rates  are  slow- 
ing down.  With  political  reform, 
wages  have  been  climbing  rapidly, 
making  LG  and  the  other  chaebol  less 
competitive  in  their  traditional  export 
markets.  Meanwhile,  foreign  compa- 
nies are  prying  open  Korea's  hitherto 
protected  domestic  markets.  No  sur- 
prise then  that  the  big  Korean  con- 
glomerates are  looking  abroad  for 


LG  Group  Chairman 
Bon-Moo  Koo 
He  wants — needs — to 
break  beneath  the  surface 
of  U.S.  business  culture. 


continued  growth. 

LG  alone  plans  to  spend  $14.5  bil- 
lion in  China,  Southeast  Asia  and 
India  over  the  next  five  years,  build- 
ing factories  for  electronics,  petro- 
chemicals and  personal  care  products 


like  toothpaste  and  cosmetics.  This 
requires  shedding  some  provincial 
habits  and  becoming  more  global. 
That's  where  Zenith  comes  in.  LG 
Group's  51 -year-old  chairman,  Bon- 
Moo  Koo,  eldest  grandson  of  the 


company's  founder,  In-Hwoi  Koo, 
is  out  to  hire  more  foreigners  and  to 
make  acquisitions.  "We  are  experi- 
encing a  lot  of  frustration  in  devel- 
oped countries,"  admits  Jae-Il 
(Teddy)  Hwang,  general  manager  of 
a  team  looking  for  mergers  and 
acquisitions  for  LG  Electronics,  the 
group's  consumer  electronics  divi- 
sion. Adds  Michael  Ahn,  a  former 
LG  executive  now  working  for 
Zenith:  "lg  people  have  done  busi- 
ness with  U.S.  companies  for  a  long 
time,  but  they  only  see  the  outside 
of  the  culture." 

In  buying  control  of  Zenith,  lg 
Group  will  command  a  respectable 
14%  share  of  the  U.S.'  TV  market 
once  its  Goldstar  brand  (with  a 
2%  share)  is  added  to  Zenith.  But 
much  more  important,  Chairman 
Koo  sees  Zenith  as  lg's  gateway  to 
American  business  culture.  He  wants 
LG  Group's  executives  to  learn  Amer- 
ican management  techniques  from 
Zenith. 

There  have  been  problems.  Zenith 
Chief  Executive  AJbin  Moschner 
resigned  in  late  July,  after  nearly  five 
years  at  the  helm.  He  was  replaced  by 
Peter  Willmott,  59,  a  longtime 
Zenith  board  member.  The  resigna- 
tion suggests  that  things  have  not 
always  gone  smoothly  between  the 
Koreans  and  the  Americans.  Never- 
theless Zenith  is  making  progress. 
Last  January  top  management 
wanted  to  add  an  Internet  browser 
feature  to  Zenith's  TVs.  The  engi- 
neers agreed  the  browser  would  make 
a  nice  feature  for  the  fall  of  1997. 
Too  slow,  said  the  top  brass.  The 
browser  was  introduced  in  May  at  the 
Consumer  Electronics  Show,  along 
with  a  new  premium  line  of 
TVs  branded  as  "Inteq."  As  ex-chief 
executive  Moschner  put  it:  "Time  to 
market  is  the  most  important  factor 
[in  gaining  market  share]." 

The  Koreans  agreed.  Armed  with 
LG  Group's  huge  financial  resources, 
Zenith  is  spending  about  $80  million 
adding  a  computer  display  tube  line 
in  Melrose  Park,  111.  and  updating 
production  facilities.  Another  $100 
million  is  being  spent  to  build  large- 
screen  TVs.  Zenith  is  again  producing 
computer  monitors,  a  business  it  quit 
in  1994.  It  plans  to  sell  direct  satellite 
receivers,  camcorders  and  stereo 
speakers  for  high-priced  TVs.  If  this 
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Yes,  we  have  bananas— lots  of  them.  So  why  aren't 
Chiquita  and  the  other  shippers  making  any  money? 

Banana  split 


By  Christie  Brown 


Zenith  model  works  for  rhcm,  they 
may  want  to  use  it  in  other  parts  of 
the  world. 

The  Zenith  investment  is  not  Chair- 
man Koo's  first  effort  to  shake  LG 
Group  awake.  Koo  took  over  when 
his  father  retired  in  February  1995, 
after  the  company  had  slipped  from  its 
position  as  largest  of  Korea's  con- 
glomerates, to  third  largest.  The  new 
Chairman  Koo  had  a  hand  in  chang- 
ing the  company's  name  from  Lucky- 
Goldstar  to  the  much  more  modern- 
sounding  LG  Group.  He  then 
dispatched  his  divisional  chief  execu- 
tives to  observe  General  Electric  and 
Motorola,  to  see  how  those  multina- 
tional companies  manage.  Back  in 
Seoul,  the  executives  were  told  to 
come  up  with  tough  goals,  not  just  for 
revenues  but  for  cash  flows  as  well. 
Koo  made  it  clear  that  the  old  relaxed 
style  of  management  was  out. 

Nearly  a  scratch  golfer  and  an 
avid  bird-watcher,  Koo  is  not  auto- 
cratic by  nature.  He  enjoys  informal 
meetings  with  his  managers  and — 
most  un-Korean — even  appeared  at 
an  LG  management  conclave  in  a  T 
shirt.  But  he  can  be  tough  when 
necessary.  He  has  flattened  layers  of 
management  in  some  companies 
from  ten  levels  to  three.  With  the 
resulting  speedup  in  reaction  time, 
LG  Semicon,  which  makes  semi- 
conductors, won  a  chance  to 
codevelop    (with  Chromatic 
Research  of  Mountain  View, 
Calif.)  a  special  computer  chip 
that  will  contain  all  of  a  comput-  J 
er's  multimedia  functions,  like  \ 
sound  and  video  compression.  * 

Koo  has  set  some  extremely 
ambitious  goals  for  LG  Group.  By 
2005,  he  says,  he  intends  to 
expand  LG  Group's  revenue  base  to 
$385  billion — a  sixfold  increase  from 
today's  level.  He  thinks  the  company 
should  on  average  earn  20%  on  its 
invested  capital,  versus  12%  today. 

Zenith  was  once  a  great  name  in 
consumer  electronics,  owning  the 
top  spot  in  TV-set  sales  and  a  strong 
reputation  for  quality.  Those  days  are 
long  gone — Zenith  has  been  in  the 
red  since  1988  Whether  it  was  the 
right  choice  for  lg's  U.S.  gateway 
remains  to  be  seen,  for  it  faces  the 
double  challenge  of  restoring  its  own 
position  while  coaching  LG  on  the 
des  of  the  U.S.  market.  ■■ 


Bananas  are  hot.  The  world  ate  a 
record  11  million  tons  of  the  tropi- 
cal fruit  last  year.  Americans  by 
themselves  scarfed  down  31  pounds 
per  capita,  which  is  an  increase  of 
26%  in  six  years.  In  comparison, 
consumption  of  apples  has  dropped 
6%,  to  20  pounds  per  person.  Credit 
Americans'  almost-morbid  preoccu- 


pation with  their  health:  Bananas 
are  supposedly  the  quickest  raw 
source  of  three  vitamins  and  fiber. 
"It's  the  perfect  portable  energy 
snack.  No  fat;  it's  cheap;  it's  even 
bent  toward  your  mouth,"  says 
Joseph  Kita,  a  writer  at  Men's 
Health  magazine. 
When  a  product's  use  surges, 


94 


Forbes  ■  August  12,  1996 


advertising  and  promotion 
often  get  the  credit.  Not  in 
this  case.  Chiquita  and  Fresh 
Del  Monte  have  both 
chopped  ad  spending 
by   more   than  half 
since    1990.  Only 
Dole  has  increased  ad 
space,  according  to 
Competitive  Media 
Reporting.  "More 
than   marketing  by 
producers,  demo- 
graphics and  retailers 
get  the  credit,"  agrees 
Steven    Warshaw,  chief 
financial  officer  for  Chiquita. 

Grocers  love  bananas  for  their 
fast  turnover  and  high  retail  profit 
margins — at  about  30%,  bananas  are 
one  of  the  most  profitable  items  on 
the  grocery  store  shelves;  they  repre- 
sent 2%  of  supermarket  gross  profits. 
Thus  bananas  get  excellent  display 
by  grocers. 

Take  the  Safeway  in  Portland, 
Ore.  Previously  tucked  in  a  corner, 
bananas  are  now  showcased  in  the 
center  of  the  produce  section  with 
50%  more  space  to  catch  the  cus- 
tomer's eye.  Nearby,  stacks  of  recipes 
for  dishes  like  banana  custard  pie  are 
offered.  Weekly  advertising  stresses 
bananas'  low  calorie  count  (about 
100  per)  and  high  nutritional  value 
(more  energy  than  a  candy  bar). 
According  to  the  International 
Banana  Association,  roughly  40%  of 
shoppers  leave  the  market  with 
bananas  in  their  baskets. 

Are  the  big  shippers  celebrating? 
Alas,  they  are  not.  Just  look  at 
Cincinnati-based  Chiquita  Brands 
International,  controlled  by  corpo- 
rate raider  Carl  Lindner.  It  has  lost 
money  three  of  the  past  four  years. 
Last  year  Chiquita,  successor  compa- 
ny to  the  old  United  Fruit  Co., 
squeaked  out  a  tiny  profit,  earning 
$9.2  million  on  sales  of  $2.6  billion 
and  making  1  cent  per  share.  Five 
years  ago  Chiquita  earned  $128  mil- 
lion on  sales  of  $4.6  billion. 

Why  this  profitless  prosperity? 
While  Mr.  Demand  was  growing, 
Mr.  Supply  was  growing  even  faster. 
From  1987  to  1991  banana  prices 
rose  as  new  demand  from  Eastern 
Europe  and  Asia  outpaced  supply. 
Anticipating  a  lowering  of  trade  bar- 
riers   with    Spain,    England  and 


Americans  scarfed 
down  31  pounds 
of  bananas  per 
capita  last  year, 
an  increase  of  26% 
in  six  years. 


France,  producers  revved  up  produc- 
tion. Chiquita  spent  $800  million  in 
two  years  buying  ships  and  improv- 
ing processing  plants. 

But  instead  of  opening  up,  Europe 
closed  down  in  1993.  The  European 
Community,  supposedly  dedicated 
to  freer  trade,  has  often  adopted 
highly  protectionist  stances,  and 
with  bananas  it  did  so  in  spades, 
enacting  quotas.  The  new  rules  sub- 
sidized banana  production  from 
Europe's  former  island  colonies  and 
penalized  bananas  imported  from 
Central  and  South  America — the  pri- 
mary source  countries  for  Chiquita, 
Dole  and  Del  Monte.  As  American 
bananas  were  turned  back  from 
Europe,  they  flooded  into  the  home 
market.  Prices  have  slid  steadily 
down  to  20  cents  a  pound  at  dock- 
side  last  year,  lower  than  they  had 
been  since  the  1950s.  "Operating 
margins  have  been  in  the  2%-to-4% 
range  for  many  of  the  major  play- 
ers," says  Michael  Branca,  an  analyst 
at  Lehman  Brothers. 

Chiquita,  which  had  enjoyed  a 
40%  share  of  the  European  market, 
was  the  hardest  hit.  The  company 


lost  half  of  its  sales  in  Europe. 
Mismanaged,  it  has  had  to 
sell  non-banana  business- 
es to  pay  down  junk  debt 
incurred  since  Lindner 
took  the  company  over. 
At  a  bloated  $1.2 
billion,  its  debt  is 
60%  of  capital.  Its 
costs,  too,  are  out 
of  line.  "Dole,  Del 
Monte  and  Bonita 
are  a  better  value 
than  Chiquita,"  says 
Safeway  produce  man- 
ager David  Pengalli. 
Chiquita's  stock  has  sunk 
from  $50  in  1991  to  a 
recent  $12 — close  to  book 
value.  The  once  high-flying  Lindner 
and  his  sons  have  had  their  wings 
clipped. 

Los  Angeles-based  Dole  Food  Co. 
has  grabbed  the  number  one  market 
share  in  the  past  year.  The  third- 
largest  banana  player,  Fresh  Del 
Monte  Produce,  N.V.,  has  been  even 
more  problem-plagued  than 
Chiquita.  With  1995  sales  of  $1  bil- 
lion, it  has  lost  money  every  year 
since  1991. 

"Del  Monte  has  been  a  rolling 
disaster,"  states  Timothy  Ramey,  an 
analyst  with  Deutsche  Morgan 
Grenfell/CJ.  Lawrence.  Beset  by 
repeated  cash  crunches,  Del  Monte's 
earnings  (before  interest)  over  the 
last  three  years  totaled  just  $26  mil- 
lion, compared  with  net  interest 
expense  of  $93  million. 

Originally  a  division  of  Del  Monte 
Food  Corp.,  Fresh  Del  Monte 
has  changed  hands  three  times  since 
1992.  In  June  a  Chilean-based  fruit 
company,  the  iat  Group,  agreed  to 
pay  $534  million  for  Fresh  Del 
Monte,  which  is  headquartered  in 
Coral  Gables,  Fla. 

Is  there  any  hope  that  the  big 
shippers  can  cash  in  on  the  fruit's 
popularity  anytime  soon? 

Recently  banana  prices  have 
inched  up — bad  weather  cut  produc- 
tion last  winter  and  worldwide 
demand  continues  to  rise.  The  pro- 
ducers continue  to  concentrate  on 
opening  Western  Europe  to  absorb 
more  supply  and  thus  raise  prices. 
Bananas  may  be  good  for  your 
health,  but  they  haven't  done  much 
for  investors.  ■■ 
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SPECIAL       ADVERTISING  SECTION 


REMEMBKR    WHEN     ALL  TRANSACTIONS 
TOOK    PLACE     IN     A    BANK  BRANCH? 


NOW,  BANK 


SERVICES  GO 


WHERE  THE 


PEOPLE  ARE. 


It  used  to  be 


the  other 


way 


around. 


Customers  would  hop  in  the  car,  even  fight  traffic, 
for  the  privilege  of  standing  in  line  at  their  favorite 
bank  or  savings  and  loan  branch.  And  who  can 
forget  those  infamous  bankers'  hours? 

Diebold  helped  change  all  that  in  1973  with  the 
automated  teller  machine.  People  quickly  embraced 
the  convenience  of  24-hour  remote  banking.  Today, 
people  expect  their  financial  institution  to  deliver 
banking  services  where  they  shop,  work  and  play. 

In  the  highly  competitive  financial  industry,  the 
winners  are  those  financial  institutions  that  take  the 
most  services  to  the  most  people  in  the  most  efficient 
way  possible.  With  help  from  Diebold,  financial 
institutions  are  sorting  through  a  maze  of  technology 
options  in  search  of  a  distinct  competitive  advantage. 


SPECIAL       ADVERTISING  SECTION 


High-powered  ATMs 
at  your  service. 

Delivering  more  services  to  more 
people  is  a  new  wave  of  multi- 
function automated  teller  machines 
from  InterBold,  the  Diebold/IBM 
joint  venture.  The  new  units  dispense 
bank  statements,  checkbooks,  theater 
and  plane  tickets,  bus  passes,  traveler's 
checks,  postage  stamps  and  much 
more.  You  can  even  deposit  a  check 
without  an  envelope,  view  an  elec- 
tronic image  of  the  check,  then  watch 
as  it's  cashed  right  down  to  the  penny. 

As  you  might  guess,  these  advanced - 
function  ATMs  are  quite  popular 
with  customers.  And  they're  a  major 
reason  for  the  growing  popularity  of 
another  exciting  development  in 
self-service  banking  technology  — 
the  MicroBranch  from  Diebold. 

The  MicroBranch 

is  coming  to  a  store 

NEAR  YOU. 

Typically  located  in  supermarkets, 
these  small-space,  highly  automated 
mini-branches  give  financial  institu- 
tions an  effective  way  to  increase  the 


availability  of  services  in  places  where 
people  congregate.  Consumers  can 
make  deposits,  withdraw  cash,  open 
new  accounts,  make  payments  on 
loans,  contribute  to  investments, 
receive  financial  information,  purchase 
new  checks  or  money  orders,  and 
even  buy  licenses,  event  tickets  and 
stamps  without  visiting  a  branch. 

Many  resources  are  needed  to  create 
a  MicroBranch.  Diebold  has  long 
been  a  pioneer  in  developing 
automated  transaction  systems  that 
enable  consumers  to  perform 
financial  activities  24  hours  a  day. 
Complementing  this  self-service 
capability  are  years  of  security 
expertise  covering  everything  from 
vaults  and  safe  deposit  boxes  to 


Micro Branches 
offer  many  of 
the  services 
once  handled 
exclusively  by 
traditional 
branches. 


video  monitoring  and  access  control 
devices.  Plus  the  ability  to  integrate 
everything  within  a  single,  computer- 
controlled  system. 

Smart  cards? 
Smart  move. 

To  become  more  competitive  and 
enhance  revenue  opportunities, 
financial  institutions  are  also 
broadening  the  kinds  of  services 
they  offer.  A  growing  number  are 
turning  to  Diebold  for  stored-value 
smart  card  software  and  systems. 
For  example,  in  time  for  the  1996 
Summer  Olympics  in  Atlanta, 
retail  stores  and  automated  teller 
machines  were  equipped  to  accept 
smart  cards  —  which  store 
information  on  a  computer  chip 
embedded  in  the  card  —  for 
purchases  and  other  transactions. 

Even  with  all  this  wonderful  tech- 
nology, you  can  still  visit  your  bank 
branch  if  you  want  to.  But  now  you 
don't  have  to.  Innovative  Diebold 
technology  links  banking  customers 
with  the  services  they  need  and  the 
convenience  they  demand.  And  this 
is  just  the  beginning. 

Diebold,  Incorporated 

P.O.  Box  B077 
Dept.  9-79 

North  Canton,  Ohio  44720-8077 
Call  toll-free  1 -800-999- ?600 
Fax  Ji0-490-J794 

Internet  http:  // www.diehoId.com 


How 

Katherine 

Hammer 
reinvented 

herself 


As  a  college 
prof  she 
lectured 
students 
about  the 
mythic  heroes 
of  yore.  As 
a  business- 
woman she's 
become 
a  hero  in  her 
own  right. 


By  Suzanne  Oliver 

"I  loved  teaching,  but  I  never  liked 
the  bullshit  of  university  life,"  says 
Katherine  Hammer.  As  the  50-year- 
old  linguistics  professor-turned- 
entrepreneur  sips  a  martini  with  an 
onion  at  Louie's  106  restaurant  in 
Austin,  Tex.,  you  quickly  become 
aware  diat  this  is  a  woman  accus- 
tomed to  saying  exactly  what's  on  her 
mind,  with  few  circumlocutions. 
Hammer  relates  how  her  husband, 
who  had  been  her 
sophomore  literature 
professor,  left  her  to 
become  an  actor  in  New 
York.  At  age  34,  she  was 
left  with  two  children 
and  a  growing  distaste 
for  academia.  She  decid- 
ed that  if  her  middle- 
aged  husband  could  re- 
pot himself  in  midlife,  so 
could  she.  Anyhow,  iSHH 
playing  the  righteous- 
but-wronged  woman  was  certainly 
not  her  style. 

So  she  drew  out  her  savings, 
packed  her  daughters  into  her  unair- 
conditioned  Datsun  and  left 
Washington  State  University  in 
Pullman,  where  she  had  been  an  asso- 
ciate professor  of  linguistics.  Her  des- 
tination: the  University  of  Texas  at 


Why  not  write 
rules  for  com- 
puters rather 
than  write  for 
scholarly  jour- 
nals that  hardly 
anyone  reads? 


Austin,  where  she  planned  to  spend  a 
year  studying  computer  science. 

Along  with  being  fed  up  with  the 
petty  politics  of  academia,  Hammer 
knew  that  her  associate  professor's 
pay  would  be  insufficient  now  that 
she  was  the  family's  sole  provider.  "I 
was  making  single-digit  raises  in  a 
world  with  double-digit  inflation," 
she  recalls.  She  had  used  computers 
in  graduate  school,  and  they  held  no 
terrors  for  her.  Why  not 
write  rules  for  comput- 
ers rather  than  writing 
articles  for  obscure 
scholarly  journals  that 
hardly  anyone  reads? 
There  was  a  lot  more 
money  in  it  and  faster 
advancement. 

Hammer  left  behind 
Old  Norse  and  Old 
High  German  to  take  up 
some  different  lan- 
guages: Cobol,  Fortran,  C,  Lisp. 
Today  she  is  the  chief  executive  and 
cofounder  of  Evolutionary  Technolo- 
gies International,  a  fast-growing 
Austin,  Tex.  high-tech  firm  that  helps 
large  corporations  translate  databases. 
ETI  creates  software  that  consolidates 
otherwise  incompatible  computer  sys- 
tems, enabling  clients  to  modernize 


Katherine  Hammer  (left) 
and  Robin  Curie 
Many  said  their  software 
would  never  work. 


computer  code  written  in 
ancient  computer  lan- 
guages. A  distant  but  not 
unrelated  occupation  for  a 
person  who  was  trained  in 
linguistics. 

This  slight  brunette  with 
a  powerful  jaw  has  targeted 
an  enormous  market  of  cor- 
porations that  have  allowed 
their  computer  systems  to 
grow  in  helter-skelter  fash- 
ion over  the  years  and  want 
to  refurbish  them.  But  the 
companies  are  not  prepared 
to  scrap  everything  and 
start  from  scratch.  With 
$210  billion  invested  in  cus- 
tomized software — accord- 
ing to  market  researcher 
Dataquest  in  San  Jose,  Calif. — corpo- 
rations are  understandably  anxious  to 
rescue  as  much  of  this  investment 
as  possible,  rather  than  to  simply 
replace  it. 

ETI  is  just  now  turning  profitable  on 
sales  of  $17  million  a  year.  Investment 
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bankers  are  banging  on  Hammer's 
door  to  take  the  company  public. 
When  that  happens,  her  stake  could 
easily  be  worth  $25  million. 

After  that?  In  the  world  of  comput- 
ers and  software,  anything  can  happen. 
Though  she  runs  a  good-size  business 


now,  Hammer  wears  a  silver  scarab  on 
a  chain  around  her  neck  and  a  sprawl- 
ing silver  frog  on  a  forefinger — allu- 
sions to  the  medieval  world  that  once 
preoccupied  her. 

How  do  you  reinvent  your  career  as 
Hammer  did?  Not  without  sweat.  Not 


without  pain.  At  a  crucial  point  in  her 
new  career,  her  employer  lost  faith  in 
what  she  was  doing.  A  determined 
woman  who  is  quite  willing  to  chal- 
lenge established  wisdom,  che  plowed 
ahead  anyhow.  "Linguistics  helped  me 
see  programming  in  a  different  way," 
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Admiral  Bobby  Inman,  ETI's  first  investor 

"I  always  knew  women  worked  harder  than  men." 


says  Hammer. 

In  addition  to  sophomore  literature, 
Hammer  had  been  teaching  syntactic 
theory  and  psycholinguistics.  In  grad- 
uate school  at  the  University  of  Iowa, 
she  had  studied  the  branch  of  linguis- 
tic theory  established  by  Noam 
Chomsky,  who  posited  that  there  are 
universal  rules  to  language.  Such  rules, 
if  deciphered,  would  make  computer 
translation  of  language  possible.  Just 
find  the  rules  and  apply  them  to  com- 
puter language. 

This  branch  of  linguistics  has  much 
in  common  with  software  program- 
ming. "In  both  disciplines,  you  write 
rules  about  how  th<  i  ier  of  words  or 
symbols  creates  meaning,"  says 
Hammer. 

As  a  start  Hammer  took  a  sabbati- 


cal year  to  study  at  the  University  of 
Texas,  which  had  received  a  grant  for 
research  in  natural  language  process- 
ing. This  involves  getting  a  computer 
to  respond  to  English  language  com- 
mands rather  than  computer  code. 
Hammer  figured  that  her  linguistics 
training  might  give  her  an  edge  in  the 
field.  While  she  studied  natural  lan- 
guage processing,  Hammer  also  took 
courses  toward  a  master's  degree  in 
computer  science. 

At  the  end  of  the  sabbatical  year, 
she  asked  for  another  year  off.  She 
needed  time  to  find  a  job  in  comput- 
er programming,  but  didn't  want  to 
give  up  the  security  of  her  university 
post  until  she  found  one. 

She  signed  on  at  Texas  Instruments, 
where  she  worked  60-hour  weeks, 


going  home  to  feed 
dinner  to  her  school-age 
daughters,  then  heading 
back  to  the  office.  She 
managed  a  group  that 
developed  tools  to  make 
English-language  inter- 
faces, called  NaturalLink, 
for  popular  personal 
computer  software  like 
Microsoft's  DOS  and 
Lotus  Notes.  But  Texas 
Instruments  introduced 
just  a  few  of  the  Natu- 
ralLink programs  on  its 
PCs  and  never  fully  sup- 
ported them  as  indepen- 
dent software  products. 

Hammer  says  that 
made  her  angry.  "I 
thought  business  would 
be  easy  because  the  goals 
would  be  less  ambiguous 
than  at  the  university.  You 
just  build  a  better  prod- 
uct for  a  cheaper  price. 
The  programmers  put 
their  hearts  and  souls  into 
that  product.  Then  Ti 
ensured  the  product 
would  never  make  a  dif- 
ference in  the  market- 
place. That  made  me 
nuts."  A  diplomat  she  is 
not.  Sarcastic  and  outspo- 
ken, she  let  her  bosses 
know  they  had  made  a 
big  mistake. 

Nor  was  she  always 
tactful  with  fellow  work- 
ers. At  Ti  Hammer  edited 
a  paper  by  a  technical  writer  who 
failed  to  incorporate  any  of  Hammer's 
edits.  "I  ripped  her  one  to  her  face, 
then  told  her  boss  and  my  boss,"  says 
Hammer.  Her  display  of  rage  was 
understandable,  but  not  the  sort  of 
thing  that  gets  one  ahead  at  a  big 
company. 

Her  rough  edges  still  intact,  she  left 
Ti  in  1984  to  join  the  Microelectron- 
ics &  Computer  Technology  Corp., 
the  Austin  research  consortium  then 
headed  by  former  CIA  deputy  director 
Bobby  Inman.  At  Microelectronics, 
Hammer  worked  on  a  program  for 
computer-aided  chip  design. 

Her  stay  at  Microelectronics  wasn't 
a  lot  happier  than  her  stint  at  n.  When 
one  of  her  male  bosses  called  her  a 
bitch,  she  put  him  down  with  the 
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rejoinder:  "I'll  send  home  to 
Louisiana  for  my  hoop  skirt  and  my 
fan."  Looking  back,  she  laughs:  "I  am 
not  very  good  with  bosses." 

But  at  Microelectronics  Hammer 
had  the  insight  that  led  to  her  striking 
out  on  her  own.  Her  fellow 
researchers  were  writing  a  computer- 
aided  design  program  in  the  Lisp 
computer  language.  Yet  none  of  the 
research  sponsors  used  Lisp,  an  early 
but  unpopular  language  that  was  fast 
going  the  way  of  Latin  and  Sanskrit. 
So  to  use  the  new  Lisp  program  their 
old  data  would  have  to  be  put  into  a 
new  format.  The  research  sponsors 
told  Hammer  they  often  spent  thou- 
sands of  tedious  hours  trying  to  move 
data  from  one  computer  format  to 
another.  And  still  these  translations 
were  filled  with  bugs. 

To  the  impatient  Hammer  all  this 
effort  was  wasteful.  There  had  to  be  a 
better  way.  Meanwhile,  she  was  argu- 
ing incessantly  with  her  boss.  She  and 
a  colleague,  Tina  Timmerman,  then  a 
27-year-old  programmer,  were  miser- 
able and  were  looking  for  a  way  out  of 
the  computer-aided  design  project. 

What  could  they  do?  Brainstorming 
over  lunch  at  Houston's,  a  restaurant 
in  Austin,  Hammer  wondered  out 
loud  whether  she  and  Timmerman 
could  write  software  to  automate  the 
transfer  of  data  from  one  format  to 
another.  Could  they  construct  this 
software  robot  so  that  users  could 
communicate  with  it  in  plain  English? 
It  would  be  a  real  winner  if  you  could 
type  in,  say,  "Move  customer 
number  field  in  the  old  file  to  cus- 
tomer field  in  the  new  file"  instead  of 
typing  in  arcane  commands  full  of  plus 
signs  and  ampersands.  It  was  an  ambi- 
tious, even  grandiose,  undertaking, 
quite  possibly  beyond  their  abilities 
and  energies,  but  it  offered  a  way  out 
of  the  career  impasse  the  two  women 
were  in. 

Hammer  and  Timmerman  tried  to 
tackle  it  on  evenings  and  weekends  on 
their  PCs.  But  that  was  impossible. 
Hammer  was  caring  for  her  two  chil- 
dren in  Austin  and  her  ailing  parents 
at  their  home  in  Shreveport,  La., 
which  was  eight  hours  away.  Besides, 
they  needed  use  of  big  computers  like 
the  IBM  3090  and  Digital  Equipment 
VAX  that  were  available  at  the  office.  So 
they  proposed  the  idea  as  a  research 
project  to  be  funded  by  Microelec- 


tronics' sponsors.  Seven  of  the  corpo- 
rations participating  in  the  consortium 
agreed  to  fund  the  project.  But  the 
sponsors  were  skeptical.  An  executive 
at  one  openly  predicted  failure.  "He 
thought  I  might  find  something  inter- 
esting along  the  way,"  says  Hammer 
with  a  those-men-don't-know-any- 
thing  smile. 

Her  determination  and  self-confi- 
dence were  rewarded.  After  two  years 
Hammer  had  a  prototype  of  her  new 
product.  It  was  tens  of  thousands  of 
lines  of  code  written  half  in  Lisp  and 
half  in  the  C  programming  language. 
It  had  been  written  by  Hammer,  Tim- 
merman and  two  others.  Weary  of  the 
long  hours,  Timmerman  left  in  the 
middle  of  the  project,  but  has  since 
joined  eti  as  a  software  architect. 

While  Hammer's  team  was  writing 
the  software,  another  talented  woman 
had  joined  Microelectronics  &  Com- 
puter Technology  Corp.  Robin  Curie 
had  come  aboard  as  a  director  of 
strategic  marketing.  An 
intense  saleswoman  who 
often  rocks  forward  and 
backward  as  she  speaks, 
Curie  had  spent  17  years 
in  sales  and  marketing  at 
four  Silicon  Valley  soft- 
ware companies.  One  of 
the  first  women  in  the 
software  field,  she  had 
become  vice  president  of 
sales  and  marketing  at 
Tesseract,  a  turnaround 
sold  to  Prudential  Insur- 
ance, before  leaving  to 
start  her  own  consulting 
company. 

As  she  listened  to 
Hammer  describe  her  prototype, 
Curie  thought  to  herself,  "This  is  the 
alchemist's  stone."  She  proposed  join- 
ing hands  and  pushing  the  product 
together. 

At  first  Hammer  was  reluctant.  "As 
a  technical  person,  I  was  always  cyni- 
cal about  sales  and  marketing 
people,"  says  Hammer.  "I  feared  that 
Robin  might  want  to  push  me  out 
and  take  over." 

Eventually  Curie  persuaded 
Hammer  to  trust  her.  As  it  turned 
out,  they  made  a  terrific  team.  Curie 
helped  Hammer  write  a  business 
plan,  groomed  her  for  venture  capital 
presentations  and  convinced  her  that 
there  are  times  to  tolerate  fools. 


Today  the  two  women  run  ETI  as  a 
team,  though  as  president  Hammer 
has  the  final  say. 

But  first  there  were  those  obtuse 
men  to  deal  with.  Microelectronics 
was  not  prepared  to  commercialize 
Hammer's  product  but  neither  did 
her  bosses  want  Hammer  to  take  the 
product  elsewhere.  "What  slave  ship 
did  I  get  off  of?"  wondered  Hammer. 

For  one  year  Hammer  and  Curie 
lobbied  to  license  the  technology  from 
their  employer  and  start  their  own 
company.  "This  was  the  first  spinout 
from  [Microelectronics],  and  I  really 
don't  think  they  wanted  two  women 
to  do  it,"  says  Curie.  As  their  male 
bosses  made  presentations  at  four 
Microelectronics  board  meetings, 
Hammer  and  Curie  had  to  wait  on  a 
couch  in  the  hallway. 

In  the  end  Hammer  and  Curie  pre- 
vailed. They  bought  the  rights  to  the 
product  by  giving  copies  of  the  proto- 
type to  their  research  sponsors:  East- 
man Kodak,  Texas 
Instruments,  Motorola, 
NCR,  Honeywell,  Con- 
trol Data  and  Bellcore. 
One  company  paid 
$200,000  for  additional 
licensed  use  and  five 
years  of  technical  sup- 
port. With  that  capital, 
Hammer  and  Curie, 
now  46,  founded  ETI  in 
1991. 

It  didn't  take  long  for 
Hammer  to  make  her 
first  management  mis- 
take. She  hired  an 
investment  banker  inex- 
perienced in  raising  cap- 
ital for  companies  like  ETI.  He  never 
produced  a  penny,  and  the  agreement 
prevented  Hammer  and  Curie  from 
raising  money  without  giving  war- 
rants to  the  banker  who  had  let  them 
down.  Hammer  was  not  about  to 
give  a  piece  of  the  company  she  had 
worked  so  hard  to  start  to  someone 
who  had  contributed  nothing.  "I  had 
nightmares,"  she  recalls.  "There  were 
ten  families  dependent  upon  us,  and 
we  were  eight  weeks  away  from  run- 
ning out  of  money." 

In  the  end  there  was  a  compromise: 
The  banker  knew  that  if  ETI  went 
under  he  would  lose  any  chance  of 
doing  future  business  with  Microelec- 
tronics. He  lent  ETI  $175,000  at  9%. 


When  one 
of  her  bosses 
called  her 
a  bitch, 
Hammer 
replied: 
'Til  send  to 
Louisiana  for 
my  hoop  skirt 
and  my  fan." 
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Hammer  chipped  in  $120,000  from 
.s.i  ig  ,  and  an  inheritance-  her  par- 
ents having  died  in  the  meantime. 
That  $295,000  enabled  ETI  to  survive 
until  the  contract  with  the  banker 
expired  in  August  1°91.  Then 
Hammer  was  able  to  raise  outside 
money  on  her  own  without  having  to 
give  the  banker  a  cut. 

Upon  moving  out  of 
Microelectronics  & 
Computer  Technology, 
ETI    moved    into  the 
Austin  Technology  Incu- 
bator, a  nonprofit  found 
ed  by  George  Kozmet 
sky,       the  wealthy 
cofounder  of  Teledyne. 
The   Incubator,  which 
assists  high  tech  startups 
in  Austin,  gave  ETI  cheap 
<  iffice  space  and  legal  and 
business  advice.  Kozmet- 
sky  w  as  impressed  with  Hammer  and 
Curie,  but  felt  that  as  Incubator  chair- 
man he  couldn't  invest  in  ETI. 

So  he  called  his  friend  Bobby 
Inman.  Inman  remembered  Hammer 
from  Microelectronics  for  her  hard 
work  and  headstrong  determination. 
When  Inman  called  Grant  Dove,  his 
successor  at  the  research  consortium, 
he  got  more  good  reports  about 
Hammer's  and  Curie's  willingness  to 
fight  for  what  they  wanted.  "I  always 


Could  they 
write  software 
with  a  plain 
English  inter- 
face to  automate 
the  transfer  of 
data  between 
unlike  formats? 


knew  women  worked  harder  than 
men,"  says  Inman.  Upon  meeting 
Guile  he  remarked,  "She  has  a  real 
fire  for  sales." 

Inman,  a  wealthy  man  from  invest- 
ments in  Oracle  and  Dell  computers, 
wrote  in  a  check  for  $250,000.  "It 
was  a  bet  on  Kay  and  Robin,"  he  says. 
Hammer  and  five  programmers 
spiffed  up  ETl's  product, 
rewriting  all  the  Lisp 
code  in  C.  Curie  lined  up 
more  venture  capitalists. 
In  her  career  she  had 
already  been  through  a 
dozen  rounds  of  venture 
capital  funding.  She- 
coached  Hammer,  who, 
with  permed  hair  and 
flowered  dresses,  still 
looked  more  like  a  Wash- 
ington State  academic 
than  a  Silicon  Valley  chief 
She  doesn't  like  to  spend 
money  on  herself,"  says  Curie.  "So  I 
convinced  her  to  buy  a  suit  and  get 
her  hair  done  for  the  good  of  the 
company." 

But  even  with  a  new  suit  and  an 
expensive  haircut,  the  inexperienced 
Hammer  made  many  venture  capital- 
ists uneasy.  She  was  a  woman  in  a  field 
dominated  by  men,  and  she  had  no 
experience  running  a  company.  Not 
only  did  she  not  "dress  for  success," 


executive. 


Sourcoi 

Nwm                                    ,  Map 

Nm  Map 

■■    '     1  MCI  ovt  f  IVrxmml.. .«t*i 

Ht.t 

V 

n  HEW  EMPPeraoncwt-oracte  1 

t      @)  EMPLOYEE  RECORD 

a 

£ 

1  NEW,EMP  _  □ 

t>           O  IMPHO 

i 

> 

0  EMP  HUM  1 

0  SOCIAI   SEC  MOM 

O  FIRSTHAME  1 

O  SEX 

m  FIRST-NAME  EMPLOYEE  - 

t>          O  LAST  NAME 
pj         O  FIRST  NAME 

i  

1  AST  HAM E  jl 

i 

M  LAST-NAME  EMPLOYEE-t 

O  MHMME-  INITIAL 

O  GENDER 

I)!          O  ADDR  lIMt  1 

i 

1           O  ADDR-MNC  Z 

i  

St  ADO* -LINE -1  EMPLOYEE  ■ 

t>           O  CITY 

i 

0  AOO*-UNE -2  EMPLOYEE 

1     Q  w*" 

i 

0  CITY  |1 

0  z»r 

0  STATE 

i~,  *ni/.  ,  -v. 

.J  i 

n  tip  na«r  « 

1  0> 

char  *mod_val_buf  =  "\0"  ; 
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but  in  front  of  the  venture  capitalists 
she  became  nervous  and  uncertain. 
Potential  backers  wanted  to  replace 
her  as  chief  executive.  "  There  was  so 
much  resistance  to  me  running  this 
company,"  says  Hammer.  "We  started 
out  paranoid,  raising  money  slowly  so 
we  wouldn't  lose  control." 

In  November  1991  ETI  raised  its 
first  real  money,  $1.5  million.  Over 
the  next  three  years  the  company 
raised  an  additional  $7  million  in 
exchange  for  55%  of  the  stock. 
Hammer,  Curie  and  employees  own 
the  rest.  Besides  Inman,  ETI  has  three 
venture  capital  investors:  Menlo  Ven- 
tures, Arete  and  New  Enterprise 
Associates. 

As  she  found  herself  doing  less 
technology  and  more  managing, 
Hammer  learned  to  lead  more  by 
inspiration  instead  of  trying  to  do 
everything  herself.  "Kay  gets  good 
work  from  her  scientists  because  she 
works  so  hard  herself,"  says  Inman. 
But  while  she  tries  harder  to  be  tact- 
ful Hammer  hasn't  lost  any  of  her 
bluntness.  "I  can  tolerate  one  or  two 
mistakes,  then  I'll  cut  their  hearts 
out  with  a  spoon,"  she  mutters  as 
she  threatens  to  fire  incompetent 
employees. 

Still,  Hammer  has  learned  self-con- 
trol since  her  time  at  Texas  Instruments. 
She  says,  "I  needed  to  learn  there  were 
better  ways  to  manage  people  than  to 
tell  them  they're  wrong.  There  are 
more  effective  ways  than  to  go  straight 
into  die  jaws  of  die  dragon." 

Like  what?  Hammer,  influenced  by 
her  study  of  medieval  literature,  con- 
siders the  fear  of  failure  a  healdiy  moti- 
vator. It  was  diis  fear,  after  all,  that 
motivated  her  to  dream  up  the  En  proj- 
ect at  Microelectronics  as  the  comput 
er- aided  design  project  was  failing. 

Accordingly  she  tells  her  people 
that  it  is  better  to  fail  honorably  and 
boldly  than  to  play  it  safe  by  avoiding 
risks.  She  scoffs  at  positive  thinking, 
believing  'that  the  possibility  of  failure 
is  something  people  should  meet 

Point  and  click 

A  user  clicks  a  mouse  to  move  employ- 
ee addresses  from  a  mainframe  file  in 
Cobol  language  to  a  client-server 
Oracle  file,  and  ETl's  software  gener- 
ates the  code  that  instructs  the  move. 
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George  Kozmetsky,  Teledyne  cofounder  and  founder  of  the  Austin  Technology  Incubator 
He  gave  Hammer  valuable  business  advice  and  introduced  her  to  Admiral  Inman. 


head-on.  "Anticipating  failure  is  a 
good  way  to  avoid  it,"  says  Hammer. 
Thus  she  rewards  managers  for  dis- 
covering weaknesses  in  the  business, 
possible  failure  points. 

In  a  recent  meeting  with  ETl's  pro- 
grammers, Hammer  got  right  to  this 
point:  What  are  we  doing  that  isn't 
working?  They  replied  that  ETl's  con- 
sultants were  often  too  busy  to  give 
the  programmers  enough  informa- 
tion about  customer  needs.  So  call 
the  customer  yourself,  she  instructed 
the  programmers. 

In  its  fiscal  year  just  ended,  ETI 
hauled  in  $17  million  in  revenue,  but 
that's  just  a  start.  In  June  IBM  chose 
ETl's  Extract  Tool  Suite  for  all  of  its 
internal  data  integration  projects. 

The  Extract  Tool  Suite  is  a  small 
but  valuable  step  toward  realizing  a 
computer  maven's  dream:  a  comput- 
er program  that  could  translate  a 
Russian  scientific  paper  into  English 
or  a  Japanese  telephone  call  into,  say, 
German.  Computer  scientists  have 


struggled  with  this  problem  for  four 
decades  and  are  still  far  from  a  solu- 
tion. Nor  have  they  solved  a  related 
problem  closer  at  hand:  machine 
translation  of  computer  languages. 
Extract  is  a  start  at  the  latter. 

Extract  cannot  translate  freely  from 
one  computer  language  to  another. 
That  is,  it  cannot  rewrite  custom  pro- 
grams. If  your  company  has  a  giant 
hunk  of  code  in  die  old  Cobol  language 
that  tracks  your  inventory  and  calculates 
quantity  discounts  for  your  customers, 
you  can't  press  a  button  and  have  those 
thousands  of  machine  instructions 
translated  into  a  modern  computer  lan- 
guage. But  you  may  be  prepared  to 
scrap  that  old  code  anyway.  Perhaps 
your  needs  can  now  be  met  with  an  off- 
the-shelf  inventory  or  accounting  pack- 
age. If  diat's  the  case,  Extract's  easy-to- 
use  interface  will  get  you  from  here  to 
I  here  by  translating  your  old  data  to 
work  with  the  new  system.  You  don't 
have  to  be  a  programmer  to  use  it;  it 
understands  simple  English  and  takes 


point-and-click  commands  of  the  sort 
laymen  are  used  to. 

At  Prudential  Insurance,  Extract 
generated  a  program  to  transform  and 
move  9,947  data  elements.  The  longer 
customers  use  Extract,  boasts 
Hammer,  the  more  time  it  saves  them. 
Why?  Extract  is  self-documenting.  The 
more  it  does,  the  more  it  knows. 
"Each  time  you  make  a  change,  there 
is  a  rediscovery  process,"  says 
Hammer.  Programmers  sift  through 
thousands  of  lines  of  code  to  figure  out 
how,  say,  widget  shipments  in  system 
A  are  related  to  accounts  receivable  in 
system  B.  Such  relationships  are  auto- 
matically documented  by  Extract. 

ETI  has  two  important  competitors. 
One  is  Prism  Solutions,  which  just 
went  public  and  is  now  trading  at  ten 
times  sales.  The  other  is  privately  held 
Carleton  Corp.  They  are  both  small, 
fast-growing  companies  like  ETI.  They 
will  find  ETI  a  rough  opponent. 
Whether  Kay  Hammer's  outfit  grows 
into  a  giant  company  or  gets  absorbed 
along  the  way,  it  is  already  a  force  to 
be  reckoned  with  in  software. 

Now  that  she  has  become  a  manag- 
er, does  Hammer  expect  to  spend  the 
rest  of  her  career  at  it?  That  wouldn't 
be  Katherine  Hammer.  "If  a  warrior 
fights  the  same  battle  every  day,  even- 
tually he  will  fail,"  she  says — using  the 
"f "  word  again.  Why  must  victory  end 
eventually  in  defeat?  Because  tactics 
that  succeed  brilliantly  in  one  envi- 
ronment no  longer  work  when  times 
change  but  you  remain  wedded  to  the 
old  tactics. 

"You  begin  to  use  your  history, 
and  at  a  certain  point,  history  blinds 
you"  is  Hammer's  way  of  putting  it. 
But  people  who  confront  failure  and 
the  possibility  of  failure  have  a  better 
chance  of  avoiding  failure.  "Change 
is  happening  at  a  faster  pace,  and 
people  have  to  read  the  economic  cli- 
mate in  ways  they  aren't  prepared 
to,"  she  says. 

"Maybe  when  I  finish  with  this  job 
I'll  write  a  survival  guide.  A  survival 
guide  would  explain  how  to  position 
yourself  so  you  are  not  caught  by  sur- 
prise," she  says. 

Whatever  happens  from  here, 
Katherine  Hammer  has  made  her 
mark.  Instead  of  lecturing  about  the 
heroes  of  yore,  she  has  made  herself 
into  a  very  modern,  very  American 
heroine.  WM 
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Greenwich,  Conn. 
His  E-mail  address  is 
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Most  managers  spend  the  bulk  of  their  time 
managing  the  daily  operations  of  their  com- 
panies. This  is  appropriate — smooth  daily 
operations  produce  steady  cash  flow.  Unless 
you  also  keep  one  eye  looking  out  the 
window,  however,  you  run  the  risk  of  being 
blindsided.  Last  month  I  observed  how  man- 
agements of  two  relatively  small  businesses 
came  up  with  innovative  solutions  simply 
because  they  took  a  good,  hard  look  at  the 
outside  world. 

The  first  case  involved  one  of  our  portfolio 
companies  that  had  just  lost  several  good 
welders  and  fabricators,  people  we  were 
hoping  to  keep,  and  was  having  a  difficult 
time  recruiting  quality  replacements.  When 
we  pointed  out  to  the  managers  that  this  was 
jeopardizing  the  future,  they  moved  quickly. 
Exit  interviews  indicated  that  the  employees 
respected  the  company  and  felt  the  work  was 
rewarding  but  were  leaving  for  better  pay 
from  two  large  local  competitors. 

In  effect,  we  were  running  a  welder  boot 
camp,  turning  unskilled  recruits  into  proven 
workers,  providing  a  free  benefit  for  our 
competitors. 

Once  made  aware  of  the  seriousness  of  the 
problem,  the  three  top  managers  got  to  work 
on  it.  They  soon  came  up  with  a  sensible 
solution.  They  set  about  reviewing  the  per- 
formance and  potential  of  each  employee, 
asking  themselves  how  much  did  they  want  to 
keep  this  person  on  the  team.  They  also 
determined  what  additional  skills  would  make 
these  core  employees  even  more  valuable  as 
the  company  grew. 

The  new  program  will  add  to 
wage  costs  this  year,  but  will 
pay  handsome  dividends  in 

the  future. 


Having  done  this,  they  scrapped  the  tradi- 
tional budgeting  exercise  in  which  managers 
agonize  over  whether  to  raise  wages  by  2.7% 
or  3.1%.  They  realized  that  what  matters  is 
how  we  compensate  our  employees  relative  to 
the  market,  not  relative  to  last  year.  They 
then  adjusted  the  pay  of  every  person  to  a 
level  that  reflects  the  new  realities  of  the 


market.  They  further  established  pay-for- 
knowledge  premiums,  small  increases  for  each 
job  the  employee  learns  in  addition  to  his 
own.  They  announced  these  changes  in  a 
companywide  meeting. 

The  new  program  will  add  a  few  hundred 
thousand  dollars  to  wage  costs  this  year,  but 
will  pay  handsome  dividends  in  the  future. 
Hiring  and  training  costs  and  employee 
turnover  will  go  down,  and  productivity,  qual- 
ity and  morale  will  all  go  up.  On  net  we  figure 
the  program  will  raise  the  value  of  the  firm, 
especially  meaningful  since  employees  own  a 
big  piece  of  the  stock. 

A  different  sort  of  challenge  was  met  by 
managers  of  another  company  I  am  close  to. 
Through  constant  attention  to  product  quality 
and  customer  service,  this  company  had  man- 
aged to  build  a  tremendous  brand  loyalty.  It 
was  rewarded  with  an  incredible  70%  market 
share,  even  though  its  products  sell  at  prices 
5%  to  8%  higher  than  those  of  its  competitors. 

I  felt  as  if  I  had  found  the  Holy  Grail.  What 
especially  pleased  me  was  that  the  managers  of 
this  smallish  company  devised  the  system  on 
their  own;  they  got  it  from  no  M.B.A.  class  or 
management  manual. 

The  company  hired  about  a  hundred  young 
women  as  marketing  assistants  to  troll  the 
retail  stores,  sampling  the  prices  of  both  their 
products  and  their  competitors'.  These  prices 
are  fed  back  to  headquarters,  along  with  writ- 
ten reports  on  what  is  selling  and  why,  based 
upon  interviews  with  customers  who  have 
made  purchases.  Did  price  influence  their  pur- 
chase? How  much?  If  a  customer  defects  to  a 
competitor,  was  it  because  of  price,  or  some- 
thing else?  Management  thus  learns  quickly 
whether  it  needs  to  cut  prices,  and  by  how 
much,  to  regain  lost  ground.  It  can  respond 
promptly  to  rivals'  initiatives,  before  any  real 
damage  is  done. 

This  company's  70%  market  share  is  no 
accident.  It  comes  from  getting  closer  to  the 
end  consumer  than  the  competition  does.  My 
advice  is:  If  you  want  to  go  into  business, 
don't  try  competing  with  these  folks.  If 
you're  in  their  industry  already,  consider  early 
retirement. 

These  two  cases  have  only  one  thing  in 
common:  They  show  the  importance  of 
paying  as  much  attention  to  what's  going  on 
inside  your  business  as  you  do  to  what's  going 
on  outside  of  it.  ^m 
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THE  WEST  MAKES  ROOM 
FOR  FAMILIAN 

He  stood  on  the  glorious  L.A. 
promontory  that  is  Riviera  Country 
Club's  first  tee  and  picked  out  a  spot 
270  yards  down  the  right  side,  just  short 
of  the  dreaded  barranca.  Without  paus- 
ing, Jeff  Van  Wagenen  programmed  a 
pet  shot  of  his,  "the  cut  driver,"  and  flat 
nutted  it.  The  ball 
landed  some  time 
later  on  position  A- 
plus,  setting  him  up 
for  a  birdie  4  on  the 
hole  and  helping 
spur  his  Familian 
Corporation  team  to 
a  rousing  14-stroke 
victory  in  the 
Western  Regional 
qualifier  of  the 
fourth  annual  SkyTel 
U.S.  Corporate  Golf 
Championship. 

Van  Wagenen,  a 
plus-2  handicapper 
in  a  field  that  includ- 
ed 16  single-digit 
golfers,  shot  a  69 
gross,  71  net  on  the 
historic  par-71  lay- 
out. The  69  was, 
not  surprisingly,  low 
gross  for  the  day,  winning  Van  Wagenen 
all  sorts  of  free  travel  on  America  West 
Airlines.  Unaware  of  how  large  a  lead 
their  Familian  team  was  enjoying,  Van 
Wagenen  and  playing  partner  Gary 
Grosslight  panicked  briefly  on  their  final 
hole,  as  Grosslight's  drive  sailed  hard  for 
the  OB  stakes  on  13.  Grosslight,  a  sales 
vice  president  for  the  Van  Nuys,  Calif- 
based  plumbing  equipment  manufac- 
turer, got  a  good  spot  from  his  caddie, 
found  the  ball  and  piped  a  5-wood  shot 
straight  at  the  stick.  He  sank  his  ten- 
footer  for  birdie,  bringing  his  day's  work 
of  8 1 ,  net  72,  to  a  happy  close. 

h  it  pairing  produced  plenty  of  fire- 
works, but  it  was  the  other  Familian 
two.-ome.  15-handicappers  Steve 
Gross!  is?,nr  (brother  of  Gary)  and  Bob 
Bauer,  v  ho  lit  up  the  scoreboard,  card- 


ing net  67  and  66,  respectively.  Steve, 
after  double-bogeys  on  the  narrow  second 
and  the  420-yard  fifth — which  was  play- 
ing long  and  tough  upwind — made  par 
on  the  next  five  holes,  four  of  which  went 
in  the  books  as  net  birdies.  Bauer's  only 
double-bogey  of  the  day  came  at  the 
shrimpy,  315-yard  10th.  With  just  five 
holes  to  play,  Bauer  was  sitting  pretty  at 


third  straight  year,  Mozilo  hit  his  tee 
shot  on  the  par-3  16th  into  one  bunker, 
wedged  it  from  a  horrid  lie  into  the  next 
bunker,  then  canned  the  second  sand 
shot  for  a  no-putt  par.  Countrywide, 
which  had  finished  first  in  the  previous 
two  SkyTel  Western  regionals,  was  "try- 
ing for  a  corporate  threepeat,"  according 
to  Eric  Sieracki,  Mozilo's  playing  part- 


Mark  King  of  Taylor  Made  Golf  shows  the 

form  that  helped  his  team  to  third  place  in  the  West. 


6-over — he  apparently  lost  focus  when 
he  realized  a  perfectly  fine  workday  had 
been  wasted  on  the  links.  Familian's 
team  net  score  was  an  8-under  276. 
"We'll  match  it,"  the  group  called  from 
their  banquet  table  as  the  $3,000  award 
to  City  of  Hope,  their  selected  charity, 
was  announced. 

Not  only  was  this  field  replete  with 
low  handicappers,  it  was  packed  with 
chief  executives,  too.    Among  the  ten 
CEOs  (plus  one  board  chairman)  who 
teed  it  up,  Countrywide  Funding's 
Angelo  Mozilo  was  the  only  one  who 
finished  his  round  with  a  double-sandy 
par.  Cleaning  up  on  "dots"  as  well  as 
leading  his  team  to  the  finals  for  the 


ner.  But  the  Countrywiders  had  to  set- 
tle for  a  distant  second  at  plus  6. 
Sieracki's  88  gross,  71  net  helped  carry 
the  team  to  yet  another  final. 

Marshall  Gates,  a  broad-shouldered, 
worldly  man  accustomed  to  SkyTel 
championship  pomp,  called  his  round  "a 
boring  little  80,  net  69."  He  used  his 
proficient  iron  game  to  set  up  a  natural 
birdie  on  the  par-4  eighth.  Rich  Deleo, 
who  wasn't  much  help  to  the  squad  in 
'95,  winced  over  a  missed  five-footer  for 
birdie  after  a  gorgeous  3-iron  shot  on 
the  long,  par-3  fourth.  But  he  clipped 
through  a  fine  front  nine  of  41  and  fin- 
ished with  an  89,  net  73,  marred  only 
by  an  out-of-gas  7  on  the  famous  par-4 
18th.  The  San  Gabriel  Valley  Boy 
Scouts,  a  charity  that  really,  really  loves 
SkyTel  golf,  settled  for  Countrywide's 


Brian  Allen  just  received 


a  message  and  returned  it 


right  from  his  SkyTel  2-Way 


pager,  all  before  it  was  his  turn  to  putt 


Presenting  SkyTel  2 -Way  Paging. 

It's  the  only  paging  system  that  lets  you  reply  to 
messages  directly  from  your  pager.  And  of 
course,  with  SkyTel  2-Way,  you  can  Pe  sure  your 
pages  arrive.  If  your  pager  can't  do 
that,  call  1-800-395-0229 
http://www.skytel.com    SkyTel  2-Waj/ 


How  The  World  Stays  In  Touch'" 

1  800  395 0229 
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second-place  money  of 

$2,000  this  year, 

Taylor  Made,  a  proud 
cosponsor  of  the  SkyTel 
U.S.  Corporate  Coif 
Championship,  rallied  to 
take  third  place  in  the  West 
will)  an  8-over  team  net  of 
292.  Chuck  Yash  (net  78) 
and  Mark  King  (net  73)  ham- 
and  egged  their  way  to  a 
respectable  showing  for  their 

twosome,  while  tcammalc.s 

( ieorge  Montgomery  and  Phil 
I  )ube  combined  foi  a  two  man 
resuli  of  minus  I .  Iii  fairness 

lo  King,  who  plays  to  plus  I,  a 
disturhanc  e  beside  the  second 

green  c  aused  him  to  miss  a 

three  looter  lot  |  mi  that  would 
have  l<q>i  alive  a  mini  Streak  in 
which  he  had  gone  1  under  for 
live  holes. 

I  )ube  and  Montgomery  started  on 
No.  7 1  thus  saving  the  closest  to  the  pin 
hole  lor  last.  When  Montgomery,  mar- 
keting vice  president  for  the  I  tench 
owned  goll  company;  tame  to  No.  6, 

you  could  not  lit  a  baguette  between  the 
cup  and  the  marker  for  closest  shot.  In 
feet,  contest. mis  had  already  seen  a  pager 


iron,"  he  said.  "Flag  city."  His  prize  was 
a  Jacger-I-cCoultre  executive  desk  clock. 
The  third-place  prize  of  $1 ,000  in  SkyTel 
donations,  plus  matching  funds,  went 
to  Taylor  Madc's  charity,  San  Diego 
United  Way. 

Speaking  of  Taylor  Made,  an  eye- 
popping  array  of  Burner  Bubble  gear 
was  loaded  into  the  trunk  of  an  ex- 
tremely deserving  Lane  Nonnenberg, 
who  heads  up  worldwide  sales  and 
marketing  for  Hewlett-Packard. 
Nonnenberg,  a  3-handicapper,  squeezed 
lis  chive  just  past  Van  Wagenen's  in  the 
closing  minutes  of  the  tournament. 
Mark  Carlson  of  Toshiba  won  low  net 


message  suggesting  Jim 
Wendlingof  Amdahl  had  the 
prize  sewn  up.  Somehow, 
Montgomery  pried  his  bail  in 
there  and  sank  the  20-incher  for 
birdie.   Asked  to  desc  i  ibe  the 
winning  shot,  a  smiling  Monty 
was  succinct:  "Burner  Bubble  6- 


m 


Above:  Angelo  Mozilo  of 
Countrywide  Funding,  after  holing  a 
bunker  shot  at  No.  1 6.  Left:  The 
practice  range  at  historic  Riviera  CC 


with  a  66.  And  longtime 
SkyTel  competitor  Ollic 
Nutt  of  ever-game 
Amdahl  walked  off  with  a 
signed  lithograph  of 
Nieklaus'  win  at  Augusta 
in  86.  We've  seen  a  lot  of 
framed  golf  pieces,  not  all 
ol  them  dazzling,  but  this 
one  was  a  real  beaut. 
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WHEN  YOU  HIT  ON  TKE  FOURTH  TRY, 
THAT'S  FIORJDA  PROGRESS 

A  dog-eared  copy  of  the  1993 
FORBES  SkyTel  golf  supplement  lay  on  a 
grillroom  table  as  tournament  organizers 
registered  players  for  the  1996  Southeast 
Regional  at  the  Country  Club  of  the 
South.  It  was  open  to  the  page  showing 
a  photo  from  the  very  first  day  of  SkyTel 
Championship  play.  In  the  picture 
stood  Jack  Critchfield,  Jeff  Heinicka  and 
their  two  Florida  Progress  teammates — 
all  smiles  and  optimism  as  they  waited 
to  tee  off.  As  it 
turned  out,  the  team 
went  back  to  St. 
Petersburg,  Fla. 
empty-handed.  The 
following  year,  they 
returned  to  Atlanta 
and  again  failed  to 
qualify.  Same  story 
in  1995. 

But  this  season, 
with  Jim  Kingerski 
stitching  together  an 
83  gross,  68  net, 
Florida  Progress,  the 
electric  utility,  not 
only  earned  its  way  to 
the  SkyTel  finals  at 


The  Homestead  resort  in  Virginia,  it 
also  won  the  qualifier  outright  with  a 
combined  score  of  5-over  293. 
Kingerski,  a  slim,  15-handicap  senior 
vice  president,  stumbled  out  of  the 
blocks  making  double-bogeys.  Then  he 
parred  his  fifth  hole,  the  par-5  10th, 
with  a  low,  trap-fade  drive,  two  decent 
shots  to  greenside  and  a  smooth  up-and- 
down.  He  sailed  ahead  from  there  with 
natural  birdies  at  the  13th,  15th  and 
first,  mixing  the  birdies  with  natural 
pars  and  bogeys. 


over  79.  Heinicka,  the  CFO,  knew  the 
company  couldn't  afford  two  such  post- 
ings, so  he  ground  his  way  to  a  net  73. 

The  highlight  of  Heinicka's  round 
was  "a  little  cut  wedge,"  as  he  called  it, 
that  stopped  a  mere  16  inches  from  the 
cup  on  No.  13,  a  feat  he'll  remember 
whenever  he  glances  at  what  the  shot 
won  him:  a  fancy  Jaeger-LeCoultre  desk 
clock.  Oh  yes,  he  also  sank  the  putt  for 
birdie.  "I  stalked  it  for  a  while,"  said 
Heinicka  afterward.  "Jack  tried  to  steady 
me.  He  said,  'If  you  miss  that  .  .  ."'  A 


Top:  A  view  of  the  second  hole  at  CC.  of  the  South. 
Bottom:  Long  Drive  winner  Bruce  Dahlgren 
scrambles  for  NCR. 


Playing  partner  Paul  Woods  had  no 
birds  but  he  did  card  eight  pars,  six  of 
which  went  for  net  birdie.  One  of 
Woods's  bogeys,  at  the  430-yard  1 1  th, 
featured  a  blazing  2-iron  approach 
that  just  missed  the  green,  followed  by 
a  chip  that  hit  the  pin  and  left  Woods 
with  just  a  tap-in  for  the  net  par. 

Critchfield  and  Heinicka  started  on 
No.  4  and  had  as  much  trouble  loos- 
ening up  as  did  their  fellow  twosome. 
Critchfield,  the  chairman,  CEO  and 
team  captain,  avoided  blowups  en 
route  to  an  individual  net  score  of  7- 


SkyTel  contribution  of  $3,000  was 
awarded  to  the  company's  charity, 
Pinellas  County  Education  Foundation. 

Second  place,  determined  by  a  match- 
of-cards  playoff,  went  to  a  SkyTel  new- 
comer, American  Federal  Bank,  also  in  at 
net  293.  Phil  King,  larger  and  more  ath- 
letic-looking than  your  average  commer- 
cial lending  specialist,  was  low  man  for 
American  Fed.  The  13-handicap  left- 
hander parred  three  in  a  row  before 
bogeying  No.  15.  On  the  steep  16th 
green,  he  got  caught  above  the  hole.  But 
two  knee-knocking  putts  allowed  him  to 
escape  with  a  par  5,  his  momentum 
intact.  King's  playing  partner,  Mike 
Trimble,  birdied  the  1 6th  impressively, 
hitting  driver,  3-iron,  sand  wedge  to 


Another  time,  another  face. 
Reverso  Duo. 


Reverso.  Avant- 
garde  since  1931. 

Reverso  Duo  -  the 
double  pleasure  of 
owning  two  watches 
in  one.  Simply 
revolve  the  case, 
and  a  new  watch 
keeps  track  of  your 
time.  two  back- 
to-back  dials.  two 
time-zones.  powered 
by  a  single,  manually 
wound  movement. 
Look  forward  to  the 
time  ahead.  or  turn 
again  to  the  time 
of  your  thoughts, 
a  watch  as  versatile 
as  you  are,  invented 
and  individually 
hand-crafted  by  the 
master- watchmakers 
OF  Jaeger-LeCoultre 

IN  THE  AUTHENTIC  ART 
DECO  STYLE  OF  THE 
LEGENDARY  REVERSO. 


«Jaeger-leCoultrp» 


The  Reverso  Duo's 
case  swivels  to 
reveal  another 
watch,  where  a 
24-hour  hand  tells 
the  global  traveler 
whether  it's  a.m. 
or  p.m.  in  the  second 
time-zone. 


JAEGER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED 
IN  THE  COMPANY'S  200-PAGE  LUXURY  CATALOG.  FOR  A  FREE  COPY.  CONTACT:  JAEGER-LECOULTRE, 
P.O.  BOX  1608,  WINCHESTER,  VA  22604. TELEPHONE:  (800)  JLC-TlME. 
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seven  feet  and  sinking  the 
uphill  putt  with  his 
unique,  split-grip  style  for 
a  net  eagle. 

A  pair  of  8-handicappers, 
Jim  May  and  Bob 
Hoffman,  rounded  out  the 
AmFed  team.  At  5-over 
net,  May  was  off  his  game, 
but  still  showed  some 
touch  on  the  dangerous 
greens.  He  skied  his  drive 
on  No.  14,  but  drilled  a  4- 
iron  over  a  deep  valley 
onto  a  greenside  knob  40 
feet  above  the  hole  and  was 
able  to  get  down  in  two  for 
par.  Hoffman,  young  and 
lanky  with  an  elegant  golf 
swing,  was  1 -under  on  the 
par-3  holes  on  his  way  to 
an  80,  net  72.  American 
Federal's  charity,  the 
United  Negro  College  Fund,  earns 
$2,000,  plus  matching  funds,  thanks  to 
the  bankers  from  Greenville,  S.C. 

May  and  Hoffman  were  paired  in  a 
group  that  included  NCR's  Bruce 
Dahlgren.  Mid-round  reports  from  the 
pager  network  of  title  sponsor  Sky  Tel 
told  players  Dahlgren  had  the  inside 
track  on  closest-to-the-pin  at  the  13th 
with  a  sand  wedge  to  just  over  five  feet. 
That  prize  would  elude  him,  but 
Dahlgren  couldn't  be  outdriven  at  Taylor 
Made's  Longest  Drive  hole,  No.  9,  where 
he  pasted  his  tee  shot  275  yards  down 
the  middle. 

In  the  three  years  that  Florida 
Progress  had  gone  hungry,  their  fellow 
Floridians  from  Harris  Corp.  had 
enjoyed  a  feast.  Harris  came  in  as  the 
only  team  in  SkyTel  golf's  three-year  his- 
tory to  play  in  every  national  final,  and 
this  year  the  team's  back  for  a  fourth 
visit.  Led  last  year  by  their  classy 
Chairman/CEO  team  of  Jack  Hartley 
and  Phil  Farmer,  Harris  had  earned  a 
national  victory  at  Williamsburg,  Va. 
The  defending  champions,  minus  the 
retired  Hartley,  gave  themselves  a  chance 
to  repeat  by  scoring  a  team     over  net, 
295.  Phil  Farmer,  now  H  ie  *,  chairman 


front  to  finish  at  2-over  net  on  his  own 
ball.  The  company's  longtime  charity,  The 
Haven,  was  $2,000  to  the  better  based  on 
Harris'  performance  and  matching  funds. 

Steve  Rogers  of  J.C.  Bradford  &  Co. 
won  the  fancy  martini  set  on  the  139- 
yard  fifth,  his  shot  on  the  Skyy  Vodka- 
sponsored  hole  stopping  nine  inches 
from  the  cup.  San  Franciscan  Bruce 
Berman  had  lowest  net  score  on  the 
team  that  came  the  farthest  to  compete, 
which  won  him  deluxe  traveling  gear 
from  Lark  Luggage.  As  the  awards  were 
being  dispensed,  monsoon-like  rains — 
which  had  held  off  all  day — pelted  the 
clubhouse  roof  like  BBs  on  a  tin  shack. 
Perhaps  out  of  respect  for  Florida 
Progress  Corp.'s  long  dry  spell,  the 
cloudburst  saw  fit  to  wait  a  few 
extra  hours. 


Jeff  Heinkka,  Florida 
Progress  Corp.,  lines  up  a 
putt  en  route  to  net  73. 


and  CEO,  struggled 
with  back  stiffness  to 
an  87,  net  76.  Bob 
Fay,  his  playing  part- 
ner, skulled  a  pair  of 
greenside  shots  on  the 
twosome's  second 
hole,  the  par-4  fourth, 
and  never  found  a 
groove,  finishing  an 
even  100,  net  78. 

So  it's  no  surprise 
that  the  Harris  veterans 
were  happy  they 
brought  SkyTel  rookie 
Harry  Deffebach. 
Deffebach,  an  18- 
handicapper,  parred 
two  of  his  first  three 
holes  and  shot  a  net  3 1 
on  the  front  nine  to 
give  Harris  its  edge. 
Herb  McCauley  had 
his  own  net  36  on  the 


Nowyoucaa.. 
At  a  fraction  of  the  cost 


Introducing  Gulfstream  Shares  .' An  innovative 

new  program  of  fractional  aircraft  ownership  designed 
around  this  simple  premise:  if  you  could  own  a  Gulfstream 
you  would. 

With  Gulfstream  Shares  you  can  enjoy  all  the  benefits 
and  pleasures  of  owning  the  world's  premier  business  jet, 
the  Gulfstream  IV-SR  At  a  fraction  of  the  cost. 

When  you  purchase  an  interest  in  a  Gulfstream  IV-SP,/ 
you'll  have  the  world  at  your  doorstep.  Fly  to  New  York 
on  business.  Aspen  for  pleasure.  Home  to  LA.  And 
back  again.  As  often  as  you  like.  With  as  little  as  six 
hours  notice. 

With  Gulfstream  Shares,  you  have  a  combination  of 


Gulfstream,  offering  the  world's  finest  corporate  aircraft 
and  Netjets®  the  world's  founder  and  leader  of  aircraft 
fractional  ownership  programs. 

For  years  you've  imagined  how  rewarding  it  would  be 
to  own  a  Gulfstream.  Let  us  show  you  how  it  can  be  easy 
and  affordable  with  Gulfstream  Shares. 

Gulfstream  Shares.  It's  how  dreams  take  flight.  Call  us 
today  at  1-800-9504853. 

Gulfstream  Shares 

A    PRODUCT  OF 

NdJgiS®  &  Gulfstream 
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vage  bogey.  Note  that 
Charlton's  birdie  was  not  a 
momentum  builder— his 
triple-bogey  8  on  the  next 
hole  and  another  triple 
two  holes  later  brought 
him  back  to  earth  and 
then  some.  The  19- 
handicapper  rolled  on, 
however,  posting  an 
gross,  69  net  that  helped 
carry  DSC  to  its  first 
national  final.  BischofT, 
who  lost  his  wedge  and 
was  forced  to  play  six 


/ 


1/ 


A  LITTLE  SCRAMBLING,  AND  THEY'LL 
"DSC"  YOU  AT  THE  FINALS 

Every  great  goll  club  has  an  imposing 
tree  that  you  secretly  vow  to  chop  down  if 
you  ever  feel  that  fire  in  your  belly  and 
you're  in  line  for  club  presidency.  At 
Dallas'  Northwood  Club,  such  a  tree  over- 
hangs the  left  side  of  the  first  fairway, 
where  DSC  Communications'  John 
Bischoff  and  Butch  Charlton  began  their 
SkyTel  Southwest  Regional  rounds. 
Curtis  Strange,  SkyTel's  PGA  Tour 
spokesman,  had  finished  his  clinic  and 
was  on  hand  to  watch.  The  tour  celebs 
presence  may  have  induced  an  extra  jitter 
in  both  players,  as  Bischoff  drove  straight 
into  the  big  tree,  and  Charlton  hit  a  weak, 
low  slice  that  found  the  right  rough. 

But  Charlton  recovered  mightily  with 
a  fairway  wood  and  sank  his  medium- 
length  putt  for  a  vital  birdie.  Bischoff 
fought  his  way  out  of  the  wiry  gi  a.ss  to  sal- 


holes  before  the  club  was  returned  to  him, 
scored  a  fine  net  73  on  die  par-7 1 
Northwood  Club — which,  by  the  way, 
hosted  the  U.S.  Open  in  1952. 

A  pair  of  rousing  chip-ins  buoyed  the 
other  DSC  Communications  twosome, 
Mike  Floyd  and  Robert  Clark.  Floyd's 
wedge  wizardry  came  on  the  par-4  1 7th,  a 
dogleg  right  that  gave  contestants  fits  off 
the  tee  all  day.  Clark's  up-and-in  gem 
came  from  a  full  35  yards  and  salvaged  a 
bogey  for  him  on  No.  1 5,  a  380-yard 


horse  of  a  hole  where  partner  Floyd 
impressively  made  a  regulation  par.  With 
handicaps  in  the  low  20s,  this  twosome  of 
Stonebridge  C.C.  members  might  have 
been  psyched  out  by  Northwood,  but,  in 
true  SkyTel  spirit,  they  rose  to  the  chal- 
lenge. Floyd's  net  68  was  low  for  his  team 
and  Clark's  net  77  was  enough  to  bring 
DSC  in  at  3-over  287  net.  Their  team 
charity,  the  Circle  1 0  Council  Boy  Scouts 
of  America,  netted  $3,000,  plus  matching 
funds,  for  the  day. 

In  a  match-of-cards  tiebreaker,  second 
place  was  awarded  to  Cash  America 
International.  It  will  be  tough  for  any 
player  in  a  SkyTel  regional  to  match  the 
exploits  of  Cash  America's  Jody  Mooty. 
On  the  scorecard,  Mooty's  net  76  was 
high  for  his  foursome,  but  the  16-handi- 
capper's  300-yard  bomb  on  the  Taylor 


Made-sponsored  long-drive  hole  sent  him 
to  the  rostrum  to  receive  the  coveted 
Burner  Bubble  set  of  woods,  irons  and 
Tiylor  Made  staff  bag. 

Moments  later,  envious  eyes  watched 
Mooty  walk  off  with  the  Davidoff  cigar 
door  prize,  a  rosewood  humidor  packed 
with  hand-rolled  beauties.  Aptly  enough, 
his  round  showed  the  value  of  positive 
thinking,  with  messy  triple-bogeys  on  the 
ninth  and  1 7th,  followed  by  batches  of 
net  pars  and  net  bogeys.  Chris  Coleman, 


Is  your  retained  risk  safe 
from  the  great  unknown? 


You  chose  to  self-insure  so  you  could  control  the  cost  of 
risk.  But  risks  change,  and  you  need  a  plan  that  is  as 
flexible  as  it  is  secure. 

AM-RE  MANAGERS  is  a  dynamic,  innovative  team  of 
professionals  exclusively  dedicated  to  meeting  the  needs 
of  the  self-insured.  We  can  help  you  improve  risk  man- 
agement, manage  claims  and  provide  risk  financing  to 
add  long-term  stability  to  your  balance  sheet. 

We  are  organized  by  client  needs,  not  by  product  line.  So 
we're  free  to  draw  on  global  resources  to  get  a  total  picture 


of  your  business.  From  there,  we  can  build  a  customized 
program  that  improves  the  efficiency  of  your  risk  retentions 
and  keeps  you  in  control,  regardless  of  what  lies  ahead. 
If  you  want  to  keep  your  head  above  the  clouds,  ask  your 
broker  about  AM-RE  MANAGERS. 

AM-RE  MANAGERS,  INC. 

A  subsidiary  of  American  Re  Corporation. 

685  College  Road  East,  Princeton,  NJ  08543-5241  (609)  275-2000. 

American  Re  Corporation  Group  is  rated  A+  (Superior)  by  A  M  Best 
and  has  statutory  assets  of  $5. 1  billion. 


Atlanta,  Beijing,  Bermuda,  Bogota,  Boston,  Brussels,  Buenos  Aires,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles, 
Melbourne,  Mexico  City,  Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  crancisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 
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Mooty's  playing  partner,  was  s  steadying 
force  on  No.  9,  hitting  a  6-iron  to  30  feet 
and  calmly  two-putting,  while  his  mate 
flailed  away  in  the  steep  hunker  en  route 
to  his  twice-par  max. 
Coleman,  who  cruised 
through  the  front  side  in  1- 
under  par  net  35,  carded  an 
87,  net  75,  for  Cash 
America. 

Meanwhile,  twin  net 
69s  for  Tommy  Burt  and 
Hugh  Simpson  paced  the 
Cash  America  team  to  its 

5-  over  showing  of  289. 
Burt's  day  began  on  a 
sunny  note,  when  he  hit  a 

6-  iron  to  1 8  feet  on  the 
par-4  1 5th  and  drained  the 
uphill  putt  for  a  3  that  con- 
verted to  a  net  eagle.  He 
made  a  3  on  his  final  par-4 
as  well,  the  341 -yard  13th. 
Those  two  highlight  holes 
bookended  a  generally 
steady  outing  that  saw  Burt 
suffer  just  one  double- 
bogey  and  one  triple- 
bogey,  that  on  the  No.  1 
handicap  hole,  the  411- 
yard  eighth.  The  musta- 
chioed Simpson  hit  his 
finest  shot  of  the  day  on 

No.  18,  an  uphill  par-4.  Simpson  fol- 
lowed his  solid  drive  on  18  with  a  pure  8- 
iron  that  stopped  a  foot  and  a  half  from 
the  hole  to  set  up  a  3,  net  2,  which  kept 
the  team  charging  forward.  Cash 
America's  charity,  All  Church  Home  for 
Children,  will  benefit  from  a  $2,000 
second-place  gift. 

Pilgrim's  Pride,  last  years  third-place 
finisher  in  the  finals,  lost  the  playoff  for 
second  but  won  another  trip  to  the 
nationals  plus  $1,000  to  donate  to 
Scottish  Rite  Children's  Hospital.  Tom 
Goodman  was  sensational  for  the 
Pilgrims,  carding  a  natural  birdie  and  14 
natural  pars  to  finish  at  7?  net  65. 
Goodman  lost  the  days  low-gross  prize  by 
one  shot  to  Enserch  Corp.'s  Marc  Lyons, 
but  things  balanced  out  when  his  name 
was  drawn  for  the  Cross  Creek     :. apparel 


Right:  John  Bischoff  helps  pate  DSC 
Communications  to  first  place.  Below: 
Curtis  Strange  conducts  his  clinic 


stuck  one  within  ten  feet  to  take  home  the 
Skyy-sponsored  gift.  In  general,  the  clos- 
est-to-the-pin  competitions  in  1 996 
regionals  have  produced  by  far  the  closest 
shots  of  any  year,  including  a  shot  by  Bob 
Kroeger  of  E-Systems  that  came  to  rest 
two  feet  from  the  hole  on  No.  5.  Kroeger, 
one  of  the  oldet  players  in  the  field, 
received  loud  applause  when  he  claimed 
his  Jaeger-LeCoultre  desk  clock  for  hitting 
it  closest.  Asked  what  club  he  had  used 
on  the  1 43-yard  hole,  the  affable  Kroeger 
didn't  hesitate  to  say  it  had  been  his  5- 
iron.  "Us  old  guys  have  to  take  an  extra 
club,"  he  said  with  a  smile. 


prize.  David  Hand,  who 
started  strong  with  a  birdie 
on  the  par-5  14th,  came 
home  with  a  78,  net  67  to 
buttress  Goodman's  fine 
round.  His  playing  partner, 
Terry  Berkenbile,  was  plus-3 
net  at  74,  while  the  fourth 
player  for  Pilgrim's  Pride, 
Mike  Murray,  struggled  to  a 
net  83. 

News  of  the  day's  events 
came  in  a  steady  stream  via 
SkyTel  paging,  including  a 
near-miss  at  the  Cadillac 
Hole-in-One  hole  for  Peter 
Nyland  of  Beverly 
Enterprises.  Nyland  was 
heard  from  again  at  the  Skyy 
Vodka  par-3  hole,  where  he 


Jody  Mooty  of  Cash  America  leaves  one 
in  the  bunker  at  No.  9. 


Which  Kind  of  Investor  are  You? 


Primitive  investors  were  always  stalking  the  bull.  And  fearing  the  bear. 
But  slowly,  some  investors  came  to  understand  seasons  and  cycles.  They  settled 
down  and  worked  to  build  wealth.  They  learned  to  thrive  while  others  fought 
to  survive.  Your  financial  advisor  will  want  to  know:  are  you  hoping  to  make 
a  killing?  Or  have  you  evolved  into  a  more  civilized  investor?  Ask  your  financial 
advisor  about  Kemper  Funds  or  call  1-800-Kemper-l  ext.  819. 
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information  including  management  fees  and  expenses.  ©1996  Kemper  Distributors,  Inc.  1011670 

http://www.kemper.com 


ADVERTISEMENT 


1  4 


fDWtST  REGIONAL 


STONE   GOLF      L  U  B  ,   NO  RTH   BARRINGTON,   ILLINOIS,   )UNE   3,  1996 


COMBINED  INSURANCE  GOES  FROM 
FRUSTRATED  TO  10-UNDER 

Anyone  who's  played  corporate  sports 
has  watched  a  company  softball,  hoops  or 
golf  team  sail  to  victory  with  the  help  of 
some  mysterious  new  guy.  For  Combined 
Insurance,  a  winning  10-under  score  at 
the  SlcyTel  Midwest  Regional  was  sparked 
by  the  play  of  just  such  a  newcomer,  John 
Jarnot.  In  contrast  with  teammates  Ron 
Agypt,  Richard  Ravin  and  Joe  West  (each 
with  at  least  22  years  on  the  job),  Jarnot 
entered  with  only  1 5  years  of  company 
service  and  no  prior  SkyTel  golf  experi- 
ence. On  a  day  roofed  with  clouds  the 
color  of  steel  wool,  Jarnor  defied  his  16 
handicap  by  making  two     >ight  natural 
birdies  and  playing  his  fin  t!  les  in 

even  par,  gross.  But  he  did  y  l 
handicap  by  littering  Wynsto'.;     oil  Club 
with  numerous  6s  and  7s  to  fin; 


over  par  at  net  73. 

Jarnot's  hot 
streaks — his  birdie- 
birdie  topped  news 
flashes  transmitted  via 
SkyTel  paging — seemed 
to  inspire  Ravin,  his 
chairman  and  CEO. 
The  longtime 
Northbrook  C.C.  mem- 
ber, along  with  Agypt 
and  West,  had  failed  to 
reach  the  nationals  in 
three  previous  attempts. 
But  this  time  he 
sparkled  on  Wynstone's 
smooth  greens,  with 
five  one-putts — 
"including  a  20-footer!" 
he  noted — that  brought 
Ravin  home  in  90 
gross,  66  net. 


The  field  warms  up  and 
test-drives  Burner  Bubble  dubs 
at  the  Wynstone  range. 


the  land  on  which  this  demanding 
Nicklaus  course  was  built.  The  team's 
other  good  omen:  Agypt  was  playing  on 
his  birthday. 

But  compared  with  the  net  75  carded 
by  Agypt,  the  86,  net  64  of  playing  part- 
ner Joe  West  was  the  real  birthday-boy 
performance.  The  mustachioed  West 
sank  25-foot  putts  for  birdie,  net  eagle  on 
two  par-5s,  including  the  intimidating, 
water-bordered  12th.  To  top  it  off,  his 
name  was  drawn  for  the  signed  1 986 
Masters  lithograph  donated  by  Gulfstream 
Shares.  Halfway  Center  for  Children, 
CI's  charity,  received  $6,000  in  gifts, 
including  the  corporations  match  of  its 
SkyTel  winnings. 

At  a  comparatively  clunky  4-over  total 
of  292,  Minneapolis-based  United 
HealthCare  Corp.  secured  a  place  in  the 
national  final.  Low  man  Mike  Mooney 
completed  his  net  66  round  with  a  two- 
putt  on  the  par-3  fourth,  onto  which  he 
scraped  his  way  with  a  slightly  toed  4-iron 
shot.  Playing  partner  Bill  Pogue,  who 
shot  95,  net  71,  struggled  after  opening 
strong.  Pogue  went  bogey-par-bogey- 
birdie  on  his  first  four  holes,  the  birdie 


The  Combined  Insurance  guys  sensed 
fortune  smiling  on  them,  and  not  simply 
because  their  77-year-old  company  was 
founded  by  W.  Clement  Stone  (the 
"stone"  in  "Wynstone"),  who  once  owned 


coming  on  the  uphill  par-4  eighth. 
Adjusting  for  handicap,  Pogue  was  4- 
under  as  he  headed  for  his  fifth  hole  of 
play,  where  (ouch)  he  made  the  first  of  his 
four  crooked  7s  of  the  day. 
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The  other  UHC  twosome,  Jeff  Smith 
and  Bill  Porterfield,  turned  in  net  83  and 
72,  respectively.  At  the  pre-round 
Nicklaus-Flick  Golf  School  demo,  the 
theme  had  been  "control  your  golf  ball." 
Porterfieid  may  have  picked  up  some  tips. 
He  avoided  the  dreaded  twice-par  maxi- 
mum until  he  came  to  the  tricky  par-3 
fourth.  Porterfield's  best  string  of  holes 
was  No.  9  through  17,  where  he  made 
five  natural  pars  and  worked  his  net  score 
to  3-under  for  the  round.  Smith,  UHC's 
vice  president  of  finance,  had  to  grimace 
at  his  personal  balance  sheet.  A  1 2-handi- 
cap,  he  could  scarcely  afford  to  play  four 
par-3  holes  in  8-over.  The  good  news: 


IP 


Above:  First-place 
Combined  Insurance 
reaps  the  rewards. 
Left:  (l-r)  George 
Meffert  and  Pat 
Mulcahy  of  third-place 
Ralston  Purina. 


Along  with  the  United  Ways  pickup  of 
$2,000  in  charitable  funds  came  Smith's 
chance  to  make  a  stirring  comeback  at 
The  Homestead  in  September. 

Huggin'  third  place  was  a  high- 
powered  foursome  from  Ralston  Purina, 
which  came  in  with  a  team  net  score  of 
plus- 12.  This  crew  from  St.  Louis  was 
paced  by  corporate  Chairman  and  CEO 
Bill  Stiritz.  Wielding  his  54-inch  putter 
skillfully,  the  16-handicap  Stiritz  parred 
eight  of  the  first  nine  holes  he  played, 
grinding  his  way  to  a  net  6-under  that  he 
maintained  through  his  back  nine. 

This  foursome  contained  two  other 
CEOs  besides  Stiritz:  Pat  Mulcahy  of 
Eveready  Battery,  and  Pat  McGinnis  of 
Ralston's  Pet  Products  Co.  N  [ulcahy  (net 
82)  was  a  little  less  than  ready  for  wet 


Wynstone  fair- 
ways that  made 
the  course  play 
long  even  from 
the  up  tees. 
The  8-handicap 
Mulcahy  needed  a  heroic  1 4-foot  second 
putt  on  No.  10  just  to  save  bogey. 

McGinnis  and  George  Meffert, 
playing  together,  also  managed  just  one 
strong  score  between  them:  McGinnis'  net 
71,  which  epitomized  savvy  play  on  the 
part  of  a  high-handicapper.  In  a  didn't- 
lose-a-single-ball  round  that  23-handicap- 
pers  take  quiet  pride  in,  McGinnis  shot 
49-45  while  making  just  one  natural 
triple-bogey.  Mefferr,  meanwhile,  made 
three  double-bogeys  before  his  first  par. 
But  the  tall  1 1 -handicapper  will  show  up 
for  the  finals  with  his  Energizer  Bunny 
head  cover  and  the  opportunity  to  make 
some  early  pars  and  just  keep  going  and 
going.  The  Harbor  Light  Salvation  Army, 
which  benefits  from  $2,000  in  SkyTel 
hinds  and  Ralston  Purina's  match,  wishes 


him  and  his  partners  the  best. 

Best  drive  of  the  day  was  Warren 
Ritchie's  all-carry  smash  across  the  cart 
path  on  No.  1 8.  With  a  single  rip, 
Ritchie,  a  physical  specimen  who  does 
strategic  planning  for  Volkswagen  of 
America,  outfitted  himself  with  Taylor 
Made  high-tech  hardgoods.  Motorola's 
Ed  Lewis  was  rewarded  with  Skyy  Vodka's 
crystal  martini  set  for  his  accurate  iron 
play  at  No.  4,  knocking  one  stiff  to  four 
feet.  Jaeger-LeCoultre's  closest-to-the-pin 
award  went  to  Chris  Sullivan  of  Outback 
Steakhouse,  whose  "ugly  wedge  shot" 
(his  words)  won  him  a  stunning  executive 
desk  clock.  In  winning  low  gross  with  a 
round  of  75,  the  Ryan  Group's  Scott 
Craigmile,  an  1 1 -handicap,  received  free 
air  travel  on  America  West. 

It  was  also  fitting  that  the  Lark 
Luggage  Long  Haul  award  went  to  a 
member  of  the  Utah-based  Novell  Inc. 
team,  which  was  playing  in  its  fourth 
SkyTel  regional  event,  but  only  its  second 
at  a  previously  visited  region.  Piggy- 
backing SkyTel  competition  with 
conventions  and  board  meetings, 
Novell  has  entered  qualifiers  in  Los 
Angeles,  Phoenix  and  Chicago.  Darcy 
Mott,  a  1 5-handicapper  who  made  his 
trip  in  net  73,  went  home  buffed  out 
with  deluxe  Lark  traveling  gear.  Playing 
on  the  Novell  corporate  golf  team,  he'll 
surely  need  it. 


If  you  play  golf  as  aggressively  as  you  run  your  business,  move  to  a  state  that's  driven  to  accom- 
modate both:  Virginia.  We  have  over  135  golf  courses  all  up  and  down  our  Blue  Ridge  Mountains, 
alongside  our  legendary  rivers  and  overlooking  our  beaches  and  bays.  We  also  have  a  corporate 
income  tax  rate  that  hasn't  increased  since  1972.  A  location  that's  within  750  miles  of  60%  of 
the  US  market.  And  the  distinction  of  being  the  northernmost  right-to-  ■  ■  ■  ■  ■  . 

work  state  east  of  the  Mississippi.  In  short,  we've  taken  all  the  hazards  out  V|k|ZIM!  A 
of  doing  business  and  pnl  them  w  here  thej  belong:  On  the  goll  course.  W  I ■  HI I II In 


For  more  information,  contact  Wayne  Sterling,  (ED,  Executive  Director,  Virginia  Economic  Development  Partnership,  P.O.  Box  798,  Richmond,  Virginio,  23218-0/98.  Jelephone  804-371-8202.  Fax  804-786  1121 
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GOOD  THINGS  IN  THi  AIR 
FOR  AIR  PRODUCTS 

As  Leo  Daley's  4-iron  hung  in  the  sky 
over  the  eighth  green,  his  partner,  Bill 
Kendrick,  told  him  the  shot  was  a 
Rembrandt.  It  hud  free  Cadillac  written 
all  over  it.  The  shot  covered  the  flagstick 
for  a  while,  but  it  wrinkled  to  the  right 
and  settled  20  feet  from  the  hole.  In  fact, 
Kendrick's  own  4-iron,  struck  just  as  a 
wind  gust  blew  up,  was  the  better  shot.  It 
stopped  1 2  feet  from  the  cup  and  would 
drop  in  for  birdie. 

This,  however,  was  Leo  Daley's  day. 
And  Kendrick  offered  high  praise  for 
Daley's  effort  at  The  Creek  Club,  site  of 
the  SkyTel  Northeast  Regional. 

On  the  prior  hole,  third-toughest  at 
the  demanding  Creek,  10-handicapper 
Daley  had  fashioned  a  4,  net  3,  one  of  his 
three  natural  birdies.  For  Daley,  it 
equaled  a  net  67,  one  of  three  net  67s  for 


Air  Products  and  Chemicals,  a  longtime 
SkyTel  participant  with  no  prior  regional 
success.  Kendrick,  a  7-handicap  who  fin- 
ished at  even-par  net  70,  helped  his  four- 
some complete  a  rare,  no-player-over-par 
SkyTel  score. 

Joe  McMakin  and  Joe  Folger,  the  other 


net — his  final  standing — after  only  four 
holes.  Three  straight  double-bogeys 
ensued,  however,  and  Folger  had  some 
waking  up  to  do.  Playing  the  next  eight 
in  just  3-over  gross,  the  sturdily  built 
financial  officer  made  his  final  number  a 
solid  one.  For  team  charity  United  Way 


i  rf 


Above:  Leo  Daley  of  Air 
Products  tees  off.  Teammate 
Bill  Kendrick  (white  cap) 
looks  on. 


twosome  from 
Pennsylvania-based  Air 
Products,  laid  the  foun- 
dation for  a  team  total 
of  9-under  27 1  by  fash- 
ioning a  pair  of  net  67s. 
McMakin  pulled  a 
khaki  hunting  cap  over 
his  head  and  swung 
hard  at  everything — 
particularly  his  big  drive 
on  18.  That  allowed 
McMakin  to  let  off 
steam  after  a  sloppy 
three-putt  on  the  rela- 
tively easy  par-3  17th. 
Folger  got  off  to  a  fine 
start  and  was  3-under 


of  Lehigh  County,  the  SkyTel  number 
was  a  donation  of  $3,000,  matched  by  Air 
Products. 

In  second,  a  foursome  from  Lucent 
Technologies  walked  off  with  a  1  -over  net 
of  281  and  a  ticket  to  the  finals.  Wall 
Street  terms  Lucent's  recent  emergence 
from  AT&T  a  spinoff,  but  Dick  Cundari, 
an  outgoing  1 1  -handicap  who  shot  79, 
net  68,  says  Lucent  staffers  like  to  call  it  a 
breakout.  Cundari  will  stay  paired  with 
fellow  1 1 -handicap  Jeff  Akers  when 
Lucent  shows  up  for  the  finals,  and  there 
will  be  no  more  game  (or  talkative)  a  two- 
some in  the  field. 

On  the  par-4  16th,  both  Cundari  and 
Akers  drove  right  of  the  fairway.  Akers 
had  to  beat  a  7-iron  out  of  the  hay,  and 
Cundari  was  forced  to  choke  down  on  a 
4-iron  and  pick  his  ball  off  the  grassy 
ridge  of  a  fairway  bunker.  "This  guy  can 
play  some  golf,  I  tell  you,"  said  Cundari, 
who  plays  out  of  Essex  Fells  C.C.  in  New 
Jersey,  as  he  punched  a  low  draw  up 
toward  the  green.  Akers,  whose  recovery 


REGISTER  JO  WIN  Ever  wonder  what  gives  the  game's  leading  players  their  competitive  edge? 
Well,  this  could  Pe  your  chance  to  find  out.  Win  our  Play  With  Your  Favorite  Cross  Creek  Pro 

Tee  Off  with  Two  of  the  Top  Names  in  Golf. 
Cross  Creek  and  Your  Favorite  Pro. 

Sweepstakes,  and  we'll  send  you  and  a  friend  on  an  expense-paid  trip  to  play  with  one  of  the 


top  pros  on  tour. 
Or  be  one  of  100 
other  winners  of 
a  classic  Cross 
Creek  shirt  or 
our  Pro  Tips 
video.  So  don't 
just  sit  there,  get 
into  the  game. 
And  enter  today. 


Register  To  Win  A  Trip  To  Play 
With  Your  Favorite  Cross  Creek  Pro 


Grand  Prize: 


CrossQreek 

The  Exceptional  Shirt 
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Address  . 
City  


Expense-paid  trip  for  you  and  your  best  golfing  buddy 
to  play  with  your  favorite  Cross  Creek  PGA  Touring  Pro. 


State  . 


.Zip. 


. Phone. 


Name  the  Cross  Creek  Touring  Pro  you  would  like  to  play  a  round  of  golf  with 


Mail  Entry  io: 
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x' 
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No  purchase  necessary  Io  enter,  fully  complete  the  official  entry  Intm 
Sweepstakes.  PO.  Drawer  1 1117,  Mount  Airy,  NC  270(0-1 107,  enter  as 

retail  values:  Grand  Prize  Ah  expense-paid  trip  for  you  and  your  lavoritc  golfing  buddy  to  play  with  youi 
Prizes:  Cross  Creek  all-cotton  knit  shirt-S2<.ooeach;  50/Third  Prizes  <  rossC,  «*  Pro  ( loll  lips  Video- 
21  years  and  older.  Oddsofsvinning  are  determined  by  ihe  total  number  olentries  receisrd  Distribution 
Mount  Airy,  NC  27010-1 107  All  federal,  stale  and  loeal  rulesand  regulations  apply.  Void  in  Puerto  Rice 
Cross  Creek  Rules/Winners.c/oCrossCreek  Apparel,  EO.  Drawer  1 107.  Mount  Airy.NC  270)0-1 107. 
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found  the  opposite  rough  and  forced  him 
to  play  a  difficult  wedge  shot,  got  up  and 
down  for  par  when  he  sank  a  downhill 
nine-footer.  Cundari  also  canned  a  break- 
ing putt  for  par  on  16.  Akers  finished  82, 
net  71  on  the  day,  while  Cundari  turned 
in  79,  net  68. 

The  other  Lucent  twosome,  Jeff  Babka 
and  Jim  Walker,  started  on  the  first  hole 
and  avoided  major  mishaps.  Babka,  incog- 
nito in  sunglasses  as  thunder  clouds  gath- 


ered and  dispersed,  made  natural  par 
or  bogey  on  ten  of  18.  He  carded  a  94, 
net  68.  Walker,  a  9-handicap  who  hits  a 
long  ball,  birdied  The  Creek's  only  two 

par-5s:  the  seventh  (510  yards)  and  the 
18th  (455  yards,  all  uphill)  for  a  pair  of  net 
eagles.  His  cumulative  6-over  tally  on  the 
par  3s  may  motivate  Walker  to  bring  a 
:  to  The  Homestead 
Lucen  t  :piii  among  the  four 

players,  otal  of  $2,000 

in  SkyTel  fu.cL 


Finishing  third  at 
9-over  net  were  the 
investment/ corporate 
bankers  from  CIBC 
Wood  Gundy,  whose 
charity  is  the  Several 
Sources  Foundation. 
Accepting  his  third- 
place  trophy  was  a 
disbelieving  Bob 
Munch,  who  was  still 
bemoaning  the  over- 
club  that  had  turned 
his  final  hole  from  a 
birdie  or  par  into  a 
double-bogey  6. 
Munch  and  playing 
partner  Don 
Stephenson  rambled  around  in  net  74  and 
net  72,  respectively.  John  Fieseler  was  low 
man,  carving  out  an  83  that  adjusted  to 
even-par  net  70.  Fieseler  was  paired  with 
Stanwich  Club  member  Mike  Nielson, 
who  made  a  birdie  two  on  the  par-3  12th 
en  route  to  an  85  gross,  73  net. 

With  handicap  adjustment,  Nielson s  2 
on  the  1 2th  was  a  net  hole-in-one.  Not 
bad,  but  it  couldn't  compete  with  the  actual 
hole-in-one  pulled  off  on  the  par-3  fourth 
hole  by  Ken  LeStrange  of  sponsor  team 


Am-Re  Managers.  LeStrange  hit  a  perfect 
5-iron  that  skipped  twice  and  plopped  in 
the  cup  for  his  first  career  ace.  This  was 
only  the  second  ace  in  SkyTel  regional  play, 
the  first  coming  last  year  at  The  Creek  from 
Dick  Corporations  Roger  Peters.  Since 
LeStrange's  ace  came  on  the  Skyy  Vodka 
closest-to-the-pin  hole,  the  tape  measure 
was  tossed  aside  and  the  Am-Re  man 
walked  off  with  a  crystal  martini  set. 

Closest-to-pin  at  1 7  was  Keith  Hall  of 
Teleport  Communications,  whose  shot 
won  him  a  Jaeger-LeCoultre  desk  clock. 
Selective  Insurance's  Kerry  Guthrie  won 
the  Taylor  Made  Long  Drive  prize  with  a 
mighty  uphill  rip  on  18.  Two  tickets  for 
America  West  travel  went  to  Unisys'  Larry 
Vaughn,  who  shot  even-par  70  for  Low 
Gross  honors.  The  Lark  Luggage  Long 
Haul  prize  went  to  Charlie  Paquette  of 
Granite  State  Bank  Shares  for  shooting 
low  net  (70)  in  his  New  Hampshire- 
based  foursome. 

In  the  drawings,  John  Keating  of 
MBNA  America  Bank  won  the  decorative 
Kemper  Lakes-logoed  putter,  Doug  Dick 
of  the  Dick  Corp.  won  an  ensemble  from 
Cross  Creek  golf  apparel,  and  Doug 
Anderson  of  Chase  Manhattan  Bank  won 
the  '86  Masters  signed  lithograph.  For  the 
Davidoff  humidor  drawing,  Bill  Connell 
of  Connell  Limited  Partnerships  had  the 
lucky  card.  Fittingly,  Connell  strode  up  to 
accept  his  prize  with  an  aromatic  Davidoff 
clamped  firmly  in  his  teeth. 


It's  t  een  a  steady  climk  and 
you're  not  about  to  slow  down. 
Not  wken  tke  top  is  so  close. 
Tke  Lark®  E-Z  Travel  System 
Garment  Bag  will  keep  you 
moving.  Its  sturdy  wkeel 
system  and  widetracker  wkeel- 
kase  make  it  one  smootk  ride. 
And  its  retractakle  Piggykack® 
kandle  makes  it  a  natural  for 
your  favorite  game— Follow  tke 
Leader.  For  more  information 
and  your  nearest  Lark  dealer, 

call  1-800-421-LARK. 
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NORTHEAST  REGIONAL 

FIRST  PLACE 
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FIRST  PLACE 

FIRST  PLACE 

FIRST  PLACE 

Familian  Corporation 

Florida  Progress  Corp. 

DSC  Communications 

Combined  Insurance 

Air  Products  and  Chemicals 

PLAYERS 

PLAYERS 

PLAYERS 

PLAYERS 

PLAYERS 

Sob  Bauer,  Gory  Grossiigrtt 

Jack  Critchfield,  Jeff  Heinicka 

John  Bischoff  Butch  Charlton 

Ron  Agypt,  John  Jarnol 

Leo  Daley,  Joe  Folger 

Sieve  Grosslight,  Jeff  Van  Wagenen 

Jim  Kingerski,  Paul  Woods 

Robed  Clark,  Mike  Floyd 

Richard  Ravin,  Joe  West 

Bill  Kendrick,  Joe  McMakin 

Charity:  Ciry  of  Hope 

Charity:  Pinellas  County  Education 

Charity:  Circle  10  Council  Boy 

Charity:  Halfway  Center  for  Children 

Charity:  United  Way  of  Lehigh  County 

Foundation 

Scouts  of  America 
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Countrywide  Funding 
PLAYERS 
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American  Federal  Bank 

Cosh  Amenco  International 
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PLAYERS 
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Mike  Mooney,  Bill  Pogue 

Jen  AKers,  Jen  BaDKa 

Bob  Hoffman,  Phil  King 
Jim  May,  Mike  Trimble 
Charity:  United  Negro  College  Fund 
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Charity:  All  Church  Home  for  Children 
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Ralston  Purino 

CIBC  Wood  Gundy 

Harris  Corp. 

Pilgrim's  Pride 

PLAYERS 
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PLAYERS 

PLAYERS 

George  Meffert,  Pat  McGinnis 

John  Fieseler,  Bob  Munch 

Phil  Dube,  Mark  King 

Harry  Deffebach,  Phil  Farmer 

Terry  Berkenbile,  Tom  Goodman 

Pat  Mulcahy,  Bill  Stiritz 

Mike  Nielsen,  Don  Stephenson 

George  Montgomery,  Chuck  Yosh 

Bob  Fay,  Herb  McCauley 

David  Hand,  Mike  Murray 

Charity:  The  Harbor  Light 

Charity:  Several  Sources  Foundation 

Charity:  San  Diego  United  Way 

Charity.  The  Haven 

Charity:  Scottish  Rite  Children's 
Hospital 

Salvation  Army 

Golden  Bear  International,  Jack  Nicklaus'  business  entity,  is  responsible  for  planning  and  conducting  the  SkyTel  U.S.  Corporate  Golf  Championship  events. 
David  Gould  is  a  freelance  writer  based  in  Sandy  Hook,  Conn.        Cover  photo  courtesy  of  The  Homestead  Resort       All  other  photos:  Paul  Lester  Photography 


'homos  'Fots'  Waller.  Al  Copone  and  o  fine  cigar 


First  Encounters 
by  Davidoff 


A  gift  from  "the  Boys"  young 
Fats  Waller  was  kidnapped  at 
gunpoint  and  driven  to  a  Chicago 
saloon  where  he  was  served  up 
as  Al  Capone's  musical  birthday 
present.  Fearing  for  his  life,  Waller 
played  piano  and  shared  food, 
drink  and  fine  cigars  with  Capone 
for  three  days  and  nights.  The 
once  innocent  pianist  returned 
home  with  a  large  sum  of  cash 
in  his  pocket  and  a  grin  that 
simply  would  not  go  away 


FOR  CORPORATE 
ACCOUNT  INFORMATION 
PLEASE  CALL  1-800-353-0061 


For  those  who  are  obsessed 
with  quality. 


OG-548-4623  •  232  VIA  RODEO,  NO  RODEO  Dl?  ,  BEVERLY  HILLS.  310-278-8884 /800-328-0039  CATALOGUE  ORDERS,  800-328-4365  EXT  63 
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BLAME  IT  ON  THE  CLUB. 
THE  SPOUSE. 

THE  SADISTIC  PIN  PLACEMENT. 

BLAME  IT  ON  THE  GUY  WHO  MOWED  THE  FAIRWAY. 
THE  ICOSAHEDRONIC  DIMPLE  PATTERN. 


BLAME  IT  ON  YOUR  DOG. 
YOUR  GRIP. 

CONSOLIDATED  LINT  FALLING  4  5/8. 

BLAME  IT  ON  THE  PHASE  OF  THE  MOON. 

NEW  SPIKES. 

GLOBAL  WARMING. 

TOPPING  THE  BALL. 

BLAME  IT  ON  RIO. 

BLAME  IT  ON  YOURSELF. 


AT  LEAST  IN  ARIZONA, 
YOU  CAN'T  BLAME  IT  ON  THE  WEATHER. 


A 


rizona  has  over  300  sunny  days  a  year.  Which  is  not  good  if  you're  looking  for  an  alibi.  To  learn  more  about 
our  Arizona  golf  packages,  with  confirmed  advance  tee  times,  call  your  travel  agent  or  1-888-AWA-GOI  F. 


^  America  West  Airlines 

Yt  it  seems  silly  to  pay  more: 


©1 996  America  West  Airlines 


£  HAVE  TITANIUM.  THEY  HAVE  TfTANI  (JjVL 


WE  HAVE  THE  BUBBLE  3HAF 


THEY  i 


wo  wonder,  titanium  is  extremely  light.  Incredibly 
strong.  And  it  allows  for  enormous  sweetspots. 

But  only  one  titanium  club  has  the  easy-swinging 
power  of  the  patented  graphite  Bubble  shaft. 

The  Taylor  Made  Titanium  Bubble  Driver. 

Together,  our  supersize  head  and  Bubble  shaft  have 
been  proven  to  hit  20%  more  fairways. 


That's  not  all.  According  to  PC/ 
the  Titanium  Bubble,  Lee  Janzen  made  the  top  ten  in  total 
driving  for  the  first  time  ever.  And  Tom  Lehman  picked  up 

How  much  will  the  Titanium  Bubble  Driver  help  your 
game?  The  only  way  to  find  out  is  to  swing  one  yourself. 

We  can't  guarantee  you'll  gain  eleven  yards.  But  we  can 
promise  you'll  get  a  lot  more  out     ^TcjylOr  Mcldc 

of  it  than  a  fuzzy  headcover.         findYour  Game. 


-800 -TITANIUM,  EXT  365.  Internet:  www.taylormadegolf.com 

sdimark;  Taylor  Made  and  Bubble  are  registered  trademarks  of  the  Taylor  Made  Golf  Company.  The  appearance  of  the  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Golf  Company. 
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Just  because  you  have  the  official  Olympic  logo 
on  your  product  doesn't  mean  you'll  win  a  medal. 

Rings  of  lead 


By  Natasha  Bacigalupo 

Mack   Wilbourn  spent 
$100,000  on  a  license  so  he 
could  put  official  Olympic 
rings  on  the  mugs 
and  glasses  that 
he  would  sell  at  various 
points     along  the 
Olympic  Torch  Relay, 
the  inspirational  cross- 
country odyssey  of  the 
Olympic  flame  from 
Los  Angeles  to  Adanta. 

The  hope  was  to  give 
a  major  marketing  push 
to  his  $1.5  million  (sales) 
Mack  II,  Inc.,  an  Atlanta- 
based  maker  of  souvenirs. 
It  didn't  happen.  One 
vendor  in  California  sold 
only  89  of  the  2,500 
mugs  he  bought  from 
Mack    II.    Awash  in 
Olympic  paraphernalia, 
many  retailers  refused 
to  carry  his  products. 

Seduced  by  the 
potential  of  a  home- 
grown Olympiad,  123 
licensees  (up  from  61 
for  the  '92  Barcelona 
Games)  paid  a  total  of 
$75  million  for  the  right  to 
put  the  Olympic  logo  on 
15,000  items — everything  from 
dog  collars  to  bike  locks.  Turns  out 
that's  just  too  much  stuff.  The  hope 
was  to  sell  $1  billion  worth  of 
Olympic  products  at  retail.  To  reach 
that  goal,  some  $200  million  still  has 
to  be  sold. 

The  biggest  sponsor,  Coca-Cola, 
is  reportedly  spending  up  to  $500 
million  for  Olympic  marketing.  But 
it's  counting  on  a  fuzzy  image  rub- 
off  as  much  as  it  is  on  increased  sales. 
Not  so  for  Wilbourn  and  many  of  the 
smaller  marketers,  for  whom  the  cen- 
tennial Olympiad  is  turning  out  to  be 
a  big  belly  flop. 

Take  Golden  Harvest  Products,  a 


tiny  $6  million  (sales)  Kansas-based 
candymaker.  It  paid  a  $300,000  fee 
to  stamp  the  Olympic  rings  on  3%- 
gallon  tins  of  plain,  caramel  and 
cheese  popcorn  selling  for  between 
$7  and  $14.  Only  the  most  heroic 
munching  could  have  made  that  kind 
of  investment  pay  off.  Golden  Har- 
vest says  it  will  be  lucky  to  make  back 
half  of  its  licensing  fee.  "It's  the  first 
time  we've  been  involved  with  the 
Olympics,"  says  Brett  Glass,  market- 
ing vice  president,  ruefully.  "It's  also 
the  last  time." 

Even  some  big  marketers  failed  to 
win  a  medal.  White-goods  giant  Field- 


crest  Cannon  was  hawking  a  line  of 
bedsheets  and  towels  emblazoned  with 
the  Atlanta  Olympics'  bulbous  blue 
mascot,  Izzy.  But  it  killed  the  Izzy  line 
before  the  torch  even  reached  Adanta 
because  sales  were  so  dreadful. 

Sara  Lee  paid  around  $100  million 
for  licensing  and  sponsorship  fees.  Its 
Hanes- brand  T  shirts  can  be  seen  on 
some  60,000  Olympic  volunteers, 
while  its  Champion  brand  is  the  offi- 
cial uniform  of  the  U.S.  athletes. 
Great  publicity,  but  its  sales  of 
Olympic  apparel  will  fall  roughly 
$150  million  short  of  its  $650  mil- 
lion projection . 
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Jack  White  is  a  relatively  small  discount  broker, 

but  he  has  very  big  ambitions. 

Can  he  eliminate  the  costly  spread  in  Nasdaq  stocks?- 

Jack  the 
giant  killer? 


free"  trading  offers  from  other  dis- 
counters. That  kind  of  gimmick  is 
subsidized,  of  course,  by  the  bid- 
asked  spread  (just  as  a  clearinghouse 
pays  White  for  its  normal  order 
flow).  By  eliminating  this  spread  on 
the  electronic  cross,  White  hopes  to 
make  his  service  the  best  deal  going. 


By  Tim  W.  Ferguson 

If  you  decided  to  use  the  recent 
market  selloff  to  buy  500  shares  of 
Microsoft,  you  probably  were  look- 
ing at  50  cents  a  share  in  commis- 
sions (assuming  you  receive  dis- 
counts from  your  full-service 
broker).  But  that's  not  all  you'd  pay. 
There's  also  the  spread,  the  differ- 
ence between  the  seller's  asking  price 
and  the  buyer's  bid.  With  Microsoft 
trading  at  118%  bid,  118%  asked,  the 
quarter-point  spread  would  add 
another  25  cents  a  share  to  the  cost 
of  your  transaction. 

Mere  pennies?  Microsoft  is  a  high- 
priced,  liquid  stock.  On  many  less 
liquid  over-the-counter  stocks, 
spreads  are  75  cents  or  even  $1  a 
share,  although  most  brokerages  say 
they  "improve"  trades  to  narrow  the 
gap  (Forbes,  July  29).  You  pay  when 
you  get  in,  you  pay  again  when  you 
get  out  from  these  spreads.  Every 
day  that  a  billion  shares  are  traded  on 
the  New  York  Stock  Exchange  and 
Nasdaq,  which  has  become  frequent, 
spreads  are  a  tollbooth  from  which 
brokers  and  others  collect — conserv- 
atively— over  $100  million. 

Is  the  tollbooth  necessary?  A  lot  of 
people  think  not.  They  see  no  reason 
computers  couldn't  simply  match 
buyers  and  sellers,  with  no  spread, 
just  a  small  commission,  between 
what  the  seller  gets  and  what  the 
buyer  pays. 

Jack  White  is  the  latest  to  take  a 
whack  at  bypassing  the  tollbooth. 
Early  next  month,  using  the  latest  in 
electronic  trading  technology,  White 
intends  to  start  an  interna!  market  in 
which  stocks  would  trade  every  hour 
at  the  midpoint  between  tht 
asked  prices  established  in  the  t 
er  market.  This  so-called  cr 


ing  would  eliminate  spreads  by  split- 
ting the  bid-asked  difference  between 
buyers  and  sellers  who  go  through 
White.  On  that  Microsoft  transac- 
tion, for  example,  the  buyer  would 
pay  12.5  cents  a  share  less  and  the 
seller  would  receive  12.5  cents  a 
share  more. 

White,  61,  may  be  tilting  at  wind- 
mills, but  he's  to  be  taken  seriously. 
He's  been  brokering  stock  transac- 
tions for  34  years  and  founded  Jack 
White  &  Co.  in  1973,  at  the  onset  of 
discount  trading  on  the  West  Coast. 
In  1984  White  pioneered  in  offering 
one-stop  shopping  for  no-load 
mutual  funds.  In  December  1990  he 
began  a  secondary  exchange  for  load 
fund  holders,  who  can  thus  escape 
going  through  that  tollgate  again 
(Forbes,  Jan.  4,  1993). 

The  load  funds,  of  course,  are  not 
amused.  Jack  White  couldn't  care 
less.  Operating  via  telephone  lines 
from  just  two  San  Diego  office 
floors,  he  runs  a  low-overhead  oper- 
ation and  passes  on  the  savings  to  his 
customers. 

Yet  for  all  its  innovating,  Jack 
White  &  Co.  remains  a  relatively 
small  firm.  Even  after  doubling  its 
business  in  the  past  two  years,  it  has 
only  88,000  clients,  with  $5.2  billion 
in  customer  assets.  This  makes 
White  in  asset  terms  one-fortieth  the 
size  of  Charles  Schwab  &  Co.,  whose 
marketing  power  and  genius  White 
has  never  been  able  to  match. 

Part  of  Jack  White's  problem  is 
that  he  is  a  kind  of  Brand  X,  whose 
rates  are  undercut  by  "commission- 
Discount  broker  Jack  White 
Painting  a  scene  of  Wall  Street  in  flux. 
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In  an  informal  advisory  to  the  SEC, 
White  says  it'll  charge  5  cents  per 
share  for  the  cross  on  top  of  its  $33 
minimum.  (Big  orders  will  pay  less.) 

But  Jack  White  faces  daunting 
hurdles.  He  admits  he  first  has  to 
find  enough  order  flow  to  be  able  to 
match  a  reasonable  number  of  trades. 


Just  to  get  started,  White  figures  he 
must  have  liquidity  of  5,000  shares  a 
day  in  each  of  the  30  most  heavily 
traded  Nasdaq  stocks  (the  list  to  be 
revised  weekly)  that  he  will  "cross." 
White  &  Co.  could  handle  that  with 
its  standard  order  flow,  but  the  elec- 
tronic match  will  be  a  separate  oper- 


ation and  there's  no  way  to  know 
how  many  takers  there  will  be.  White 
is  betting  on  the  growing  interest  in 
trading  by  personal  computer. 

Even  so,  he's  assuming  market- 
makers  will  be  willing,  especially  on 
busy  days,  to  send  some  business  his 
way  to  avoid  getting  overloaded. 
Nasdaq's  volume  almost  hit  900  mil- 
lion shares  on  July  16.  "This  is  an 
escape  valve  if  the  old  order  breaks 
down,"  White  says  of  his  plans  to 
trade  across  the  spreads.  "Human 
beings  aren't  flexible  enough  to  be 
controlling  a  billion  shares  a  day." 
He  assumes  that  over-the-counter 
dealers,  who  buy  order  flow  and  pass 
it  off  among  themselves  to  avoid 
imbalances,  will  find  it  in  their  inter- 
est to  relinquish  some  of  it  to  speed 
execution. 

That's  not  die  only  tall  assumption 
White's  making.  Another  involves 
retail  customers'  behavior.  In  a 
Microsoft  or  Cisco  Systems,  transac- 
tions should  move  quickly,  but  what 
about  in  less  liquid  Nasdaq  stocks? 
Will  the  public  be  content  to  wait 
hours,  perhaps  days,  for  a  trade  to  be 
consummated  to  save  a  quarter  or 
half-dollar  per  share?  You  can  see 
why  White  is  starting  with  only  the 
30  most  active  issues. 

Retail  crossing  might  be  intro- 
duced through  an  existing  institu- 
tional apparatus.  The  biggest, 
Reuters  Pic's  Instinct,  computerized 
crossing  in  1987.  Another  is  Jeffries 
&  Co.'s  Posit.  But  this  type  of  oper- 
ation does  not  welcome  individual 
traders  at  present.  Fidelity  Invest- 
ments puts  some  retail  orders 
through  its  Investors  Liquidity  Net- 
work institutional  cross,  but  does  not 
advertise  that  to  the  public. 

White  brushes  aside  the  skeptics. 
He  says  the  market's  restiveness 
resembles  that  of  the  early  1970s, 
which  culminated  in  the  breakdown 
of  The  Street's  fixed-commission 
structure.  Then,  as  now,  institutions 
were  finding  ways  around  imposed 
costs.  Big  traders  beat  the  high  com- 
missions then  in  force  by  creating 
and  trading  in  "third  markets."  He 
just  might  be  right:  In  these  days  of 
automated  everything,  do  we  really 
need  human  intervention  between 
buyer  and  seller  in  markets  where 
hundreds  of  millions  of  shares  move 
every  day?  ■■ 
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AMC  Entertainment  s  Stan  Durwood  plans  to  build  a  new  kind 

of  movie  theater      d  promises  not  to  mess  up  the  company  this  time. 


Coming  soon: 

a  megaplex  near  you 


By  Robert  La  Franco 

"Theaters,"  says  Stanley  Durwood, 
"are  like  air.  Hollywood  needs  them 
for  its  films  to  thrive." 

Over  a  half-century  career  in  film 
exhibition,  Stan  Durwood,  now  76, 
has  given  Hollywood  some  rushes  of 
pure  oxygen,  and  his  investors  a  bad 
case  of  vertigo.  Taking  the  helm  of 


his  family's  Kansas  City-based  AMC 
Entertainment  Inc.  in  1960,  Dur- 
wood pioneered  the  multiplex  con- 
cept— several  screens  under  one 
roof— in  the  1960s.  In  the  1980s  he 
blazed  the  trail  to  overseas  expansion, 
now  a  hot  trend  (Forbes,  June  3). 
Along  the  way  he  nearly  ruined  the 


company  by  expanding  too  aggres- 
sively with  too  much  borrowed 
money  (Forbes,  Sept.  22,  1986).  But 
AMC  has  survived.  Today  the  coun- 
try's third-largest  theater  chain,  after 
Carmike  and  United  Artists,  AMC 
owns  1,803  screens.  It  earned  $27 
million  ($1.21  a  share)  on  revenues 


n 


AMC  Entertainment's  Stanley  Durwood 

He's  had  good  idea        also  a  habit  of  pushing  them  too  aggressively.  Will  things  be  different  this  time? 
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MORE 


Fact  *1:  We  use 

more  airplanes 
than  FedEx®  and 
UPS®  combined  to 
make  sure  your 
priority  package 
or  envelope  gets 
to  its  destination. 


FaCt  #2:  We  have 
165,000  more  trucks 
than  FedEx  and 
70.000  more  than 
UPS  to  make  sure 
your  priority 
package  or 
envelope  can  be 
delivered  to  any 
address  you  want  in  the 


U.S. 


Fact  #4:  Unlike  FedEx 
and  UPS ,  you  don ' t 
have  to  make  a 
special  call  for  " 
a  Priority  Mail 

pick-up.  Your 
everyday  postal 
letter  carrier 
can  see  that  it 
gets  the  attention 
it  deserves 


Fact  #3:  if  you 

prefer ,  you  can 
drop  off  your 
Priority  Mail™ 
envelope  at  any 
one  of  330,000 

locations . 
That's  288.000 
more  than  FedEx 
and  250.000  more 
than  UPS. 


'Wore 


FaCt#5:  Priority 

Mail  delivers 
to  every  address 
and  P.O.  Box 
in  the  U.S. 
FedEx  doesn't. 
UPS  doesn't. 


DELIVERY 


FaCt#6:  Priority 

Mail  gives  you 
Saturday  delivery 
at  no  extra  charge , 
FedEx  doesn 't . 
UPS  doesn't. 


What#s 
Your  < 


PRIORITY 
MAIL 

UNITED  STATES  POSTAL  SERVICE  ru 


Price  comparisons  are  based  on  Priority  Mail  up  to  ?  lbs  versus  2-lb  published  rates  lor 
UPS  2nd  Day  Air®  and  FedEx  2Day^  Priority  Mail  is  delivered  in  a  national  average  ot 
2-3  days,  measured  trom  Post  Office  to  Post  Office.  ©1996  USPS 


AMCs  chief  financial  officer,  Peter  Brown,  and  operating  chief,  Phil  Singleton 
The  bankers  forced  Durwood  to  delegate  authority. 


of  $658  million  last  year. 

Now  Durwood  is  building  a  new 
kind  of  theater  complex:  the 
megaplex.  Whereas  the  typical  multi- 
plex houses  10  screens,  Durwood's 
new  megaplexes  hold  20  or  even  30 
screens.  Inside,  the  individual  theaters 
range  in  capacity  from  about  100 
seats  to  500.  This  gives  the  exhibitor 
more  flexibility  in  screening  a  package 
of  films,  and  more  room  to  experi- 
ment. And,  it  helps  Hollywood 
squeeze  more  revenue  from  its  often 
costly  films. 

There  are  other  differences.  The 
old  multiplexes  were  built  with  prim- 
itive analog  sound  systems.  They 
offer  cramped,  gradually  sloped  seat- 
ing that  can  make  it  difficult  to  see 
the  screen. 

By  contrast,  the  megaplexes  will 
feature  steeply  pitched,  stadium-style 
seating,  bigger  screens  and  larger, 
more  comfortable  seats.  They'll  also 
embody  state-of-the-art  digital  sur- 
round sound  systems,  which  enhance 
the  sensory  thrills  from  viewing 
blockbusters  like  Twister,  Indepen- 
dence Day  and  other  new  digitalized 
special-effects  flicks. 

The  drawback:  money.  Equipping 
a  single  250-seat  auditorium  with  the 
latest  sound  system  costs  upwards  of 
$1.5  million,  putting  Durwood's  cost 
per  megaplex  at  more  than  $30  mil- 
lion. Durwood  says  his  building  com- 
mitment over  the  next  five  years  is  in 
the  billions. 

This  worries  people  who  remem- 
ber Durwood  and  AMC  from  the 
1980s.  Durwood  built  debt  to  100% 
of  amc's  revenues  by  1987.  AMC's 
stock  collapsed  to  below  5  in  1988, 
from  16  in  1986. 

Durwood  was  forced  by  his 
bankers  to  sell  his  European  theaters, 
as  well  as  55  theaters  in  the  U.S.,  and 
to  delegate  more  authority.  He 
named  an  experienced  regional  vice 
president,  Philip  Singleton,  as  amc's 
chief  operating  officer,  then  brought 
in  Peter  Brown,  a  former  investment 
banker,  as  chief  financial  officer. 

Together  the  three  cut  $15  million 
from  amc's  operating  budget  and 
issued  $100  million  in  preferred  stock 
and  $100  million  in  long-term  debt 
to  pay  off  amc's  expensive  short-term 
debt  and  replace  it  with  more  reason- 
ic  i  borrowings.  Today  amc's 
it  30%  of  revenues,  is  well 


below  that  of  current  industry  leader 
Carmike  (60%),  and  less  than  half 
that  of  UA,  Cineplex  and  fast-rising 
Regal  Cinemas  and  Cinemark,  all  of 
whom  are  stepping  up  their  expan- 
sions. And  Durwood  is  not  jumping 
foolishly  into  the  arcade  entertain- 
ment business  (see  story,  p.  52).  The 
stock  recently  closed  at  22%. 

Despite  charging  U.S.  ticket  prices 
that  average  53  cents  less  than  its 
competitors',  AMC's  cash  flow  is  run- 
ning at  a  strong  $112  million  a  year, 
four  times  interest  costs.  Another 
plus:  AMC  is  becoming  less  of  a  pri- 
vate fiefdom  of  the  Durwood  clan. 
Last   year   Stan   Durwood's  son 


Edward  quit  the  company  in  a  bitter 
dispute.  Stan  Durwood  will  soon 
settle  an  ugly  lawsuit  brought  by 
minority  shareholders  that  alleged  self- 
dealing  between  the  Durwoods  and 
AMC.  Later  this  year  the  Durwood 
family  will  sell  3  million  of  its  shares  to 
the  public,  putting  around  $69  million 
in  the  family's  pockets  and  cutting  its 
stake  to  52%  from  78%  now. 

Will  Stan  Durwood  overexpand 
again?  He  tries  to  hit  a  reassuring 
note  when  he  tells  Forbes:  "We  were 
right  on  track  in  the  1980s;  we  were 
just  a  little  ahead  of  ourselves.  We 
have  a  much  cooler  approach  this 
time." 


134 


Forbes  ■  August  12,  1996 


Seven  of  the 
world's  teo  largest 
open  data  warehouses 
run  oo  Sequent  systems. 
Evidently,  our  customers  think 
we  knuw  what  we're  doing. 
And  their  competition  is  dying 
to  know  what  it  is. 


If  you'd  like  to  know  what  we  can  do  for  you,  give  us  a  call  today  at 
1-800-257-9044,  check  out  our  web  site  at  http://www.sequent.com. 


f^Open  Systems  That  Work 


M5 
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Despite  repeated  scolding  by  the  courts, 

federal  trust  busters  keep  challenging  hospital  mergers- 

and  keep  right  on  losing. 


By  Susan  Adams 

Freeman  Hospital,  a  success 
203-bed  acute  care  institution 
Joplin,  Mo.,  decided  to  merge 
February  1994  with  nearby  Oak 
Hill  Hospital,  a  struggling 
119-bed  facility.  Lawyers 
from  the  Federal  Trade  Com- 
mission forced  the  would-be 
partners  into  federal  court.  They 
argued  that  this  community  of 
40,000  needed  two  hospitals 
preserve  competition. 

A  federal  judge  ripped  the  gov- 
ernment apart  in  a  ruling  from  the 
bench.  "I  don't  think  you've  got 
any  business  being  in  here,"  U.S. 
District  Judge  Dean  Whipple  told 
the  would-be  trustbusters,  pointing 
out  that  there  were  four  or  five 
other  hospitals  in  the  area.  "It  looks 
to  me  like  Washington,  D.C.  once 
again  thinks  they  know  better 
what's  going  on  in  southwest  Mis- 
souri," the  jurist  fulminated.  "They 
ought  to  stay  in  D.C."  The  district 
court's  decision  to  dismiss  the  suit 
was  affirmed  in  September  by  the 
Eighth  U.S.  Circuit  Court  of 
Appeals. 

But  the  bureaucracy,  once  it  is 
put  in  motion,  is  hard  to  turn  off. 
Again  and  again  judges  have 
ridiculed  the  government's  attempts 
to  block  hospital  mergers.  Three 
different  federal  judges  have  more 
or  less  said  the  same  thing  recently, 
but  the  FTC  keeps  at^t.  Since  1994 
it  has  challenged  a  dozen  hospital 
mergers. 

Bum  rap,  insists  Robert  Leiben- 
luft,  head  of  the  health  care  divi- 
sion at  the  Federal  Trade  Commis- 
sion's Bureau  of  Competition.  He 
says  the  government  challenges 
small  number  of  hospital 
deals,  less  than  3%  of  the  400  pro- 
posed mergers  in  the  last  two  years. 
"Our  view  is  the  market  should 
work  in  just  there  to  see 


the  market  is  working,"  he  argues. 
One  thing  is  clear:  The  government 
agency  is  creating  lots  of  work  for 
the  legal  profession.  In  the  Mis- 
souri case,  Freeman  Hospital's  chief 
executive,  Kelby  Krabbenhoft,  says 
the  antitrust  challenge  cost  his 
nonprofit  hospital  a  total  of  $11.5 
million  in  attorneys'  fees  and  lost 
revenue.  As  soon  as  the  merger  was 
finalized  in  November,  Krabben- 
hoft slashed  $13  million  in  expens- 
es from  the  hospital's  budget. 


The  government's  persistence  in 
bringing  antitrust  challenges  is  also 
deterring  many  would-be  mergers, 
according  to  Washington,  D.C. 
lawyer  Joe  Sims,  who  says  he 
knows  of  as  many  as  40  deals  that 
were  scotched  over  the  last  five 
years  because  of  fear  of  the  feds. 
But,  like  OF  Man  River,  the  FTC 
keeps  rolling  along.  It  is  currently 
suing  to  block  another  proposed 
hospital  merger,  this  time  in  Grand 
Rapids,  Mich.  Hi 
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Fight  change  all  you  like,  but  change  always  wins.  So  why  not  let  it  work  for  you?  CSX  Intermodal  can  get 
you  on  top  of  things  faster  than  anyone.  We've  pioneered  the  industry's  biggest  advances 
in  customer  service,  equipment,  and  technology.  Built  the  most  extensive  intermodal 
system  east  of  the  Mississippi.  And  put  together  partnerships,  and  our  own  network 
of  terminals,  so  we  can  service  you  origin  to  destination,  throughout  North  America.  Call  us 
at  1-800-279-6779.  Because  if  you're  ready  for  it,  change  might  even  be  good  for  you. 


You're  oiv  it  or 


You're  under  it. 


ITE  an  Olympics- 
driven  marketing  blitz 
from  rival  Coca-Cola  arid 
a  lackluster  overseas  sales 
performance,  Pepsi-Cola's 
Brian  Swette  is  upbeat 
about  what's  facing  him 
as  new  chief  of  global 
marketing. 

Only  four  months  on 
the  job  under  new  Pepsi- 
Co Chief  Executive  Roger 
Enrico,  Swette,  42,  is  con- 
fident that  he  can  improve 
upon  the  6%  average 
annual  sales  gains  of  the 
past  few  years  for  the 
$11.7  billion  (estimated 
revenues)  beverage  unit. 

"There's  a  change  in 
the  air,  a  sense  of  rejuve- 
nation," says  Swette,  who 
previously  launched 
Lipton  iced  tea,  Ocean 
Spray  juice  and  Starbucks 
coffee  drinks  under  the 

Pixar  redux? 

Carl  Rosendahl  is  a  big 
beneficiary  of  ex-Disney 
man  Jeffrey  Katzenberg's 
desire  to  hit  his  former 
employer  where  it  lives — 
animation.  Rosendahl,  39, 
is  head  of  Pacific  Data 
Images,  a  $12  million 
(sales)  Palo  Alto,  Calif.  - 
based  outfit  that  produces 
computer-generated  ani- 


Pepsi  umbrella. 

Now,  to  counter  the 
ubiquitous  red  Coke  logo 
overseas,  Swette  has  rolled 
out  "Project  Blue,"  fea- 
turing new  blue  Pepsi  cans 
and  trucks,  and  ads  with 
blue  airplanes. 

In  North  America  he's 
promoting  Pepsi  Stuff — 
logo-emblazoned  T  shirts, 
caps  and  duffel  bags  are 
given  in  exchange  for 
points  collected  by  Pepsi 
drinkers.  In  exchange  for 
Mountain  Dew  proofs  of 
purchase,  Swette  is  also 
giving  away  500,000 
beepers,  using  them  to 
send  messages  with  prize 
offers. 

Will  these  new  promo- 
tions be  enough  to  catch 
the  attention  of  all-impor- 
tant adolescents?  Says 
Swette:  "We're  doing  our 
best  not  to  be  suits." 


mation  and  visual  effects 
for  commercials  (the  Pills- 
bury  Doughboy),  movies 
(Batman  Forever)  and 
music  videos  (Michael 
Jackson's  Black  or  White). 

In  March  Katzenberg's 
much-hyped  DreamWorks 
(Forbes,  July  29)  paid 
some  $40  million  for  40% 
of  Pacific  Data  and  pro- 
duction costs  for  at  least 
one  computer- animated 


Carl  Rosendahl  and  friends 
Helping  DreamWorks'  dream. 


feature  for  DreamWorks. 
"They  were  the  first  and 
most  obvious  choice,"  says 
Katzenberg. 

Rosendahl  started  Pacif- 
ic Data  in  1980,  borrow- 
ing $210,000  from  his 
father  over  two  years. 
Fresh  from  Stanford  with 
a  B.S.  degree  in  electrical 
engineering,  followed  by  a 
short  stint  at  Memorex, 
Rosendahl  knew  exacdy 
what  he  wanted  to  do: 
"Make  pictures  on 
computers." 

Rosendahl  likes  doing 
his  commercials  and 
movie  segments,  but  has 
always  wanted  to  do  a  full- 
length  film — a  la  Disney's 
hit  Toy  Story.  "Before  that 
movie,  we  had  been  met 
with  blank  stares," 
Rosendahl  says.  "Would 
people  really  watch  90 
minutes  of  computer  ani- 
mation?" Now,  flush  with 
DreamWorks'  cash,  he 
expects  to  release  a  film  by 
1998.  Next?  Maybe  a 
public  offering.  ■■ 
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Official  Licensed  Product  of 
The  Atlanta  Committee  for  the 
Olympic  Games,  Inc. 

A  portion  of  the  proceeds  help 
fund  the  1996  Olympic  Games. 
Designed  in  the  U.S.A. 
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INDUSTRIAL. 


THE 
WINNER 


Electronic  Labeling  Syiltms 


RESISTANT  TO:  Abrasives,  UV 
Spills.  Chemicals,  Hoal  &  Cold 


With  over  a  million  satisfied  (and  organized)  customers 
to  choose  from,  P-Touch  Is  the  #1  winner  among  e 
systems.  It's  the  only  thing  you'll  need  to  keep  your  ho 
life. ..running  smoothly. 


I 


LAMINATED 


Hi  ■ 


/COMMUNICATIONS 


How  will  AOL  and  CompuServe  compete  with  E-mail  providers 
that  charge  subscribers  nothing? 


By  Shailaja  Neelakantan 


Despite  all  the  hype  about  the 
World  Wide  Web  and  interactive 
gaming,  E-mail  remains  the  one 
thing  people  really  want  from  an  on- 
line service.  So  why  not  offer  it  neat, 
with  no  frills,  at  no  charge,  and  get 
your  revenue  from  advertising?  That's 
the  strategy  of  two  new  companies, 
and  it  looks  like  a  winner. 

Freemark  Communications  and 
Juno  Online  Services  started  offering 
their  dial-in  services  in  April,  and  so 
far  they  have  grabbed  about  200,000 
subscribers  and  50  advertisers — all  for 
a  combined  initial  investment  of  only 
$22  million. 

"With  all  the  exotic  Internet  uses, 
the  humble  E-mail  is  what  people 
always  come  back  to,"  says  Charles 
Ardai,  26,  president  of  Juno  Online. 
The  Yankee  Group,  technology  con- 
sultants, reports  that  64%  of  Ameri- 
ca's 12  million  on-line  subscribers  say 
E-mail  is  important  to  them;  28%  say 
E-mail  is  the  only  thing  that's  impor- 
tant to  them. 

You  don't  need  fancy  equipment 
to  send  or  get  E-mail.  If  you  have  an 
IBM-compatible  machine  with  at  least 
a  386  chip  and  a  modem  that  can 
handle  2,400  bits  per  second, 
Freemark  and  Juno  will  send  you  free 
software  you  can  use  to  compose  mail 
off-line.  When  your  message  is  fin- 
ished, you  dial  a  local  number  to  send 
it  off.  While  you  do,  you  get  bom- 


barded with  advertising  for  such 
products  as  Lands'  End  clothing  and 
Nabisco's  LifeSavers.  Freemark  and 
Juno  each  hope  to  have  from  3  mil- 
lion to  5  million  subscribers  by  the 
end  of  1997. 

Cambridge,  Mass. -based  Free- 
mark's  founder  and  president,  Robert 
Young,  33,  used  to  be  vice  president 
of  business  development  at  Delphi 
Internet  Services  and  was  one  of  the 
people  responsible  for  repositioning 
the  company  as  one  of  the  first 
nationwide  Internet  services.  He  real- 
ized then  that  advertising  revenue  is 
the  model  for  on-line  services. 

Ardai,  who  has  managed  a  content 
area  for  Quantum  Computer  Ser- 
vices, left  in  1992  to  join  D.E.  Shaw 
&  Co.,  a  technology-oriented  invest- 
ment bank  in  New  York  City.  There 
he  participated  in  the  company's  var- 
ious Internet-related  ventures. 

Juno  is  backed  by  D.E.  Shaw. 
Freemark  got  its  venture  money  from 
CMG  Information  Services,  Ameritech 
Development,  Transnational  Services 
Group  and  Winstar  Communica- 
tions. Of  course,  both  companies 
could  very  well  go  public  one  of 
these  days. 

The  companies  have  different  mar- 
keting strategies.  Freemark  has  back- 
scratching  arrangements  with 
Citibank,  whose  San  Francisco 
branches  distribute  the  software, 


along  with  the  bank's  own  on-line 
product,  to  their  clients.  Juno  adver- 
tises its  service  in  magazines  and 
newspapers  and  on  billboards. 

Some  advertisers  prefer  E-mail  over 
Web  sites.  Why?  Broader  coverage.  If 
you  post  an  ad  on  the  Web,  you 
reach  only  those  browsers  who  hit 
the  site,  but  if  you  post  an  ad  on  an 
E-mail  service,  every  subscriber  sees 
every  ad.  That's  why  Columbia 
House,  a  direct  marketer  of  home 
entertainment  products,  which  has  its 
own  Web  site,  has  chosen  to  advertise 
on  Juno. 

There's  every  reason  to  expect 
these  two  startups  to  snap  up  many 
of  the  big  on-line  services'  customers, 
who  are  famously  fickle.  America 
Online  and  CompuServe  have  churn 
rates  as  high  as  50%,  and  many  sub- 
scribers who  leave  do  so  to  save  a 
buck.  They  won't  leave  a  free  service; 
there  are  no  bills  for  them  not  to  pay. 
"It's  conceivable  that  these  compa- 
nies could  be  near  break-even  in 
about  18  months,"  says  Paul  Meren- 
bloom,  vice  president  of  technology 
research  at  brokerage  house  Piper 
Jaffray. 

To  be  sure,  there  is  nothing  to  stop 
a  long  distance  company  from  horn- 
ing in  on  this  business,  but,  says 
David  Shaw,  chief  executive  of  D.E. 
Shaw,  "Being  first,  we  are  capturing 
digital  shelf  space." 
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PARAMETERS 


Price  fix 


BY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler 
(akessler@tbyte.com) 
is  a  general  partner 
of  Velocity  Capital 
Management,  a  tech- 
nology and  communi- 
cations investment 
company  in 
Palo  Alto,  Calif. 


Technology  has  a  nasty  habit  of  rendering 
existing  economic  and  pricing  models  obso- 
lete. My  favorite  is  the  move  from  variable  to 
flat-fee  pricing  schemes,  a  difference  that  can 
be  staggering.  The  idea  is  to  use  technology 
to  perform  a  task  for  a  fixed  cost,  and  then 
scale  up  the  business. 

Federal  Express  tracks  and  coordinates 
package  delivery  by  computer,  allowing  it  to 
deliver  overnight  anywhere  in  the  U.S.  for  a 
fixed  fee.  UPS,  on  the  other  hand,  varies  its 
rate  according  to  the  distance  traveled,  as 
measured  by  the  number  of  geographic 
zones  that  must  be  crossed.  Charles  Schwab 
lowered  brokerage  commissions,  charging  a 
lower  flat  rate  than  Merrill  Lynch,  only  to 
be  under  threat  today  from  deep  discount 
brokers,  such  as  National  Discount  Broker- 
age, which  charges  a  fiat  $25  fee  for  all 
NYSE  trades. 

Even  technology  companies  play  the 
game.  America  Online  has  made  a  fortune 
charging  $9.95  for  the  first  five  hours  of 
access  a  month  and  then  $2.50  per  hour 
thereafter.  In  effect,  America  Online  was 
marking  up  the  telecommunications  charges 
it  paid  to  Sprint  or  MCI  for  the  lines  to  reach 
from  your  home  to  Vienna,  Va.,  where  AOL 
is  located.  Then,  along  came  Internet  access 
providers,  which  use  a  decentralized  model 
that  lets  them  sidestep  per-hour  long-dis- 
tance charges,  enabling  them  to  charge  a 
flat  $19.95  per  month.  After  14  hours  a 
month  or  30  minutes  a  day  of  usage,  flat- 
fee  pricing  wins  out. 

Over  the  next  five  years,  look  for  many 
more  examples  of  flat-fee  pricing  attacking 
other  businesses  and  pricing  models.  One 
interesting  example  is  foreign  currency 
exchange.  Not  speculative  trading,  a  la 
George  Soros,  but  the  simple  translation 
chore  people  do  every  day  when  they  go 
from  dollars  to  yen  to  francs  to  transact 
business.  In  1990  a  survey  by  the  Bank  of 
International  Settlements  found  that  traders 
exchanged  $650  billion  in  foreign  currency 
per  day,  a  sum  that  today  stands  comfortably 
north  of  $1  trillion.  This  is  big  business. 

The  big  corporations  have  banks  such  as 
Bankers  Trust  and  others  to  perform  the 
trade  at  reasonable  spreads  between  the  bid 
and  ask.  The  little  guys,  however,  get 
clipped,  paying  spreads  that  translate  into 
rates  of  1%  to  2%  for  smaller  currency 


trades.  They  might  as  well  go  to  the  curren- 
cy exchange  counter  at  the  airport.  Some 
estimate  that  based  on  volume  and  spreads, 
foreign  exchange  is  the  largest  profit  center 
at  big  banks  worldwide.  But  this  profit 
center  is  no  longer  safe. 

Along  comes  a  neat  new  technology  ser- 
vice company  named  Sonnet  Financial.  Set- 
ting up  in  San  Mateo,  Calif.,  Sonnet's  chief 

When  it  comes  to  buying 
foreign,  the  little  guy 
gets  clipped. 

Technology  to  the  rescue. 


executive,  Gady  Nemirovsky,  recognized 
that  currency  exchange  can  be  automated. 
He  decided  to  set  up  a  server  network  that 
could  communicate  with  clients'  computers, 
directly  or  through  the  Internet,  to  receive, 
aggregate  and  match  the  buy-and-sell  orders 
and  then  execute  the  exchange.  Sonnet  set 
the  fee  at  $150  or  less  per  transaction;  for 
sums  under  $10,000,  the  fee  drops  to  $40. 

Practically  nothing  gets  touched  by 
human  hands.  Workstations  and  PCs  expertly 
gather  and  aggregate  the  transaction 
requests,  match  orders  if  possible  and  create 
a  list  of  transactions  that  need  to  be  done  at 
the  market.  Confirmations  come  back  elec- 
tronically. Costs  therefore  decline  with 
volume,  thanks  to  the  learning  curve. 
Sonnet  started  its  FXchange  service  in 
October  1994  and  has  100-plus  clients. 

Now  IBM  is  not  necessarily  going  to  trust  a 
two-year-old  Silicon  Valley  startup  with  so  few 
clients  to  handle  its  massive  currency 
exchange  requirements,  not  yet  anyway.  But 
small  banks  are  ripe  for  Sonnet.  Cupertino 
Bank  was  the  first  big  small  bank  to  sign  up. 

Sonnet  recently  signed  a  deal  with  Ster- 
ling Commerce,  a  big  provider  of  back- 
office  software  for  banks,  to  distribute 
Sonnet  systems  to  its  customer  base.  I  don't 
see  Citicorp  looking  over  its  shoulder  quite 
yet,  but  over  time  flat-rate  pricing  is  going 
to  upset  a  lot  of  applecarts. 

Are  those  fat  7%  commissions  for  initial 
public  offerings  that  investment  bankers  har- 
vest next  to  go?  Can  long-distance  charges 
survive  the  coming  of  phones  that  work  over 
the  flat-rate  Internet?  How  about  flat  rate 
money  management  fees?  Gasp!  Hi 
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ADVERTISEMENT 


Partnerst1ip^lr|^^ineeting  Excellence 


Parker  Hannifin  and  Timberjack: 
providing  the  technology  for  selective 

tree  harvesting 

Today,  the  timber  industry  in  many  parts  of  the 
worid  is  striving  to  achieve  a  balance  -  between 
meeting  a  growing  demand  for  wood  products  and 
providing  care  for  the  environment.  That's  why  this 
two-machine,  "cut-to-length"  harvesting  team  devel- 
oped by  Timberjack  is  growing  in  worldwide  popularity. 
It  makes  selective  cutting  a  practical  alternative  to 
clear-cut  logging. 


Advanced  Parker  mobile  hydraulics,  filters,  hose  and  fittings  help  make 
environmentally-sensitive,  cut-to-length  logging  a  reliable  practice,  using 
Timberjack  equipment. 


The  Timberjack  logging  team  is  amazing  to  watch. 
The  Harvester  fells  a  selected  tree,  removes  the  limbs 
and  cuts  it  into  logs  of  pre-programmed  length  -  all  in 
less  than  30  seconds.  The  Forwarder  then  loads  the 
logs  and  carries  them  swiftly  to  the  nearest  roadside 
loading  area  without  damaging  the  terrain  or  the  logs. 
Because  both  machines  are  highly  maneuverable  and 
travel  softly  over  the  ground,  very  little  evidence  is  left 
of  harvesting  activity. 

A  partnership  by  design 

Engineers  rom  Parker's  VOAC  Mobile  Hydraulics 
Division  have  be*      >rking  in  partnership  with 
Timberjack  engineers  at  their  manufacturing  centers  in 
Joensuu,  Finlar  d;  Filipstad,  Sweden;  and  Woodstock, 


Ontario,  Canada  to  design  hydraulic  systems  for  new 
Timberjack  equipment,  including  log  forwarders  and 
harvest-processor  devices. 

The  result  is  precision  hydraulic  systems  that  meet 
increasingly  demanding  weight  and  space  require- 
ments, while  improving  performance  and  reliability 
under  challenging  forest  conditions. 

The  Parker  VOAC  Division  not  only  helped  design 
most  of  these  new  systems,  it  also  manufactures  and 
supplies  precision  hydraulic  components  -  control 
valves,  hydraulic  motors  and  cylinders,  pumps,  and 
the  hand  controls  used  to  operate  the  system. 

Parker's  commitment  doesn't  stop  with  VOAC 
mobile  hydraulics  products.  The  Parker  Filtration 
Group  supplies  filters  to  protect  against  contamination 
of  hydraulic  oil.  And  the  Parker  Fluid  Connectors 
Group  provides  hose  and  fittings  that  keep  the  whole 
system  leak-free  -  and  friendly  to  the  environment. 

Parker  serves  Timberjack  worldwide 

Al  Wildey,  Timberjack  Vice  President  of  Engineering, 
in  Woodstock,  Ontario,  Canada,  says,  'To  be  the  best, 
we  expect  a  lot  from  our  suppliers  as  well  as  our 
employees.  Right  now,  we're  working  with  the  Parker 
VOAC  mobile  hydraulics  engineers  out  of  Chicago 
to  develop  motion-control  systems  for  two  new 
Timberjack  prototypes.  They  anticipate  the  challenges 
we  might  encounter  and  help  us  answer  them.  When 
you  need  those  people,  they're  here." 

Partnerships  fuel  growth 

"Parker  is  a  key  member  of  the  Timberjack  team," 
says  Joe  Kalinowski,  Timberjack  President  for  North 
and  South  America,  Southeast  Asia  and  Oceania. 
"And  with  Parker  operating  in  more  than  80  countries 
around  the  world,  we  benefit  from  this  strong  inter- 
national presence.  There's  something  else  I  like,  too. 
Parker  people  don't  run  away  when  we  push  the  limits 
to  set  higher  standards.  They  stay  right  there,  to  work 
out  new  and  better  solutions." 

Customers  around  the  world  have  come  to  expect 
a  lot  more  from  Parker  than  simply  supplying  motion- 
control  components  and  systems.  They  need  a  partner 
who  will  work  closely  with  them  to  increase  quality 
and  customer  satisfaction  every  step  of  the  way 
-  a  partner  like  Parker. 


Parker...  helping  to  keep 
Timberjack  a  cut  above  the  rest 


Joe  Kalinowski  is  President  of 
Timberjack  Inc.,  responsible  for 
all  activities  in  North  and  South 
America,  Southeast  Asia  and  Oceania. 

His  whole  new  breed  of  Timberjack 
equipment  is  more  productive,  more 
reliable  and  friendlier  to  operators  as 
well  as  the  forest  environment. 

His  Timberjack  dealer  network  has 
grown  to  serve  emerging  markets  in 
Southeast  Asia  and  South  America. 
And  service  parts  availability  to 


dealers  has  exceeded  95%  in 
customer  satisfaction. 

As  a  key  supplier  of  motion-control 
components  and  systems,  Parker 
Hannifin  designs  state-of-the-art 
hydraulic  systems  for  Timberjack 
logging  equipment,  including  its  full 
line  of  highly-productive  Forwarders. 

These  new  systems  include  mobile 
hydraulics  from  Parker  VOAC,  hose 
and  fittings  from  the  Fluid  Connectors 
Group,  and  filters  from  Parker  Filtration. 


Partnerships  like  this  one  have 
helped  Parker  grow  to  be  the  world 
leader  in  motion-control  technology 
serving  over  300,000  industrial, 
aerospace  and  automotive 
customers  around  the  world. 

Write  for  our  annual  report:  Parker 
Hannifin  Corporation,  Dept.  FB-76, 
17325  Euclid  Avenue,  Cleveland, 
OH  44112-1290.  For  product 
information,  call  1-800  C-PARKER 
(1-800-272-7537). 
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17325  Euclid  Avenue 
Cleveland,  OH  44112-1290 


SCIENCE  &  TECHNOLOGY 


INSIGHTS 


The  computer  doesn't  forget 


BY  PETER  HUBER 


I  n 

Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Orwell's  Revenge; 
E-mail  address  is 
http.//www.  phuber.com/ 
huber/home.html 


All  FBI  files  belong  on  computers.  With 
direct  electronic  links  to  the  White  House. 
An  Orwellian  nightmare?  Not  at  all.  Bad 
people  in  powerful  offices  cannot  be  trusted 
with  paper. 

Notice  that  there  is  a  common  theme  to 
all  the  Clinton  scandals.  Files,  billing  records, 
checks  and  party  invitations  floated  in  and 
out  of  bureaus,  offices,  bank  accounts,  hotel 
rooms  and  residential  quarters  without  any- 
one keeping  track  of  how,  or  at  whose  real 
directive,  the  paper  moved.  The  only 
acknowledged  movers  are  construction  work- 
ers, secretaries,  amnesiacs  and  a  man  who  is 
no  longer  alive.  The  wrong  files  got  to  all  the 
wrong  places.  But  nobody  can  say  how. 

As  Oliver  North  discovered  to  his  sorrow, 
electronic  files  are  quite  different.  He 
thought  that  erasing  E-mail  from  his  com- 
puter erased  it  from  the  face  of  the  earth.  It 
didn't.  Computer  networks  log  files  in  and 
out,  catalog,  track,  back  up  and  archive  with 
meticulous  precision.  Electronic  file  man- 
agers faithfully  record  where  records  go,  on 
whose  instruction.  They  create  records  of 
records,  layer  upon  layer.  This  isn't  optional. 
If  the  machines  don't  do  this,  the  network 
soon  dies. 

That  simple  engineering  fact  has  profound 
consequences  for  good  management,  and  for 
privacy,  too. 

Management  by  wire  creates  almost  per- 
fect accountability.  How  many  scribbled 
notes  did  you  write  in  the  last  year,  and 
what  did  they  say?  How  many  orders  did 
you  bark  out  on  the  phone,  and  to  whom? 
You  could  hardly  begin  to  guess.  Mrs. 
Clinton  probably  can't,  either. 

But  if  your  office  uses  computers  at  all 
seriously,  your  E-mail  records  are  immacu- 
!  ate,  even  if  you  wish  they  weren't.  Wiping 
information  off  a  corporate  network  com- 
pletely is  very  difficult.  Wiping  it  off  the 
Internet  is  impossible.  Once  the  file  goes 
out,  you  never  get  all  the  downstream  copies 
back.  It's  like  trying  to  take  back  the  tune  to 
"Happy  Birthday." 

When  you  manage  by  E-mail,  the  whole 
histc,'     f  who  hired  a  Craig  Livingstone,  and 
why,  can  be  retrieved  in  seconds.  Every  low- 
level  c         ho  is  handed  a  criminal  assign- 
ment antly  forward  a  copy  to  higher 
auth>  the  record.  Management  by  E- 


mail  is  management  with  perfect  memory.  It's 
digital  tape  for  all,  with  no  18-minute  gaps. 

This  absence  of  memory  gaps  explains  why 
management  by  wire  turns  the  Orwellian 
prophecy  about  privacy  upside  down.  Among 
all  the  records  created  and  maintained  on 
electronic  networks,  the  most  important  are 
document  authorship  and  access.  The  best 
groupware  programs,  like  Lotus  Notes,  are 
adept  at  sharing  information,  maintaining  its 
integrity  and  controlling  its  distribution,  all 
at  the  same  time.  They  are  remarkably  accu- 
rate and  robust.  They  are  always  watching  for 
people  who  try  to  snoop. 

Yes,  incompetent  or  corrupt  people  can 
still  sometimes  sneak  their  way  into  electron- 
ic files,  but  computer  networks  support  far 
more  reliable  controls  on  who  gets  in  or  out. 
The  popular  press  loves  fables  about 
teenagers  ambling  through  the  computers  of 

Oliver  North  thought 
that  erasing  E-mail  from 
his  computer  erased  it  from 
the  face  of  the  earth. 
It  didn't. 


the  Strategic  Air  Command.  Young  hackers 
posture  and  boast,  but  they  rarely  penetrate 
systems  that  have  been  seriously  engineered 
to  keep  them  out.  Electronic  files  can  be 
locked  up  far  more  securely  than  paper 
ones.  An  FBI  that  dealt  exclusively  by  wire 
with  the  outside  world  could  never  have 
flung  open  its  archives  in  response  to 
unsigned  forms  filled  in  by  the  likes  of  Craig 
Livingstone. 

The  downside  to  management  by  wire  is 
much  the  same  as  the  up.  When  the  tort 
lawyers,  antitrust  litigators  and  harassment 
police  come  looking,  the  entire  history  of 
your  business  will  be  as  plain  to  them  as  it  is 
to  you.  Your  files  will  be  open  to  people  like 
Texas  negligence  lawyer  John  O'Quinn. 
Those  litigators  make  Livingstone  look  like 
the  amateur  digger  he  is.  In  their  hands, 
some  record  will  always  turn  up  that  makes 
someone  look  bad. 

That's  something  honest,  well-run  busi- 
nesses will  have  to  grin  and  bear,  for  manage- 
ment by  wire  provides  more  gains  in  efficien- 
cy and  internal  integrity  than  it  costs  in  legal 
complication. 
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JDEdwards 

SOFTWARE  FOR 
A  CHANGING  WOULD  ' 


J.D.  Edwards  is  proud  to  introduce  a  remarkable  new  software  architecture  called 
Configurable  Network  Computing,'"  or  CNC.  Available  only  in  our  OneWorld'"  enterprise- 
wide  software,  CNC  masks  the  complexities  found  in  client/server  systems,  so  you  can 
focus  on  more  important  matters,  like  managing  your  business.  Now  you  can  dynamically 
configure  and  reconfigure  everything  from  workflow  to  business  objects  to  data  warehouses  to 
the  graphical  user  interface.  Without  writing  a  single  line  of  code.  Best  of  all,  OneWorld  with  CNC 
will  work  with  UNIX,  Windows  NT,  OS/400,  and  MVS,  as  well  as  the  leading  SQL  databases. 
And  it's  only  from  j.D.  Edwards,  a  leader  in  business  solutions,  with  almost  4,000  customers  in 
more  than  90  countries.  For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


©  1996  J.D.  Edwards  is  a  registered  trademark  of  J.D.  Edwards  &  Company.  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J.D  Edwards  World  Source  Company 


U.S.  investors  have  cooled  on  biotech,  but  European 
drug  firms  are  getting  more  interested. 

Safety  net 

By  Howard  Banks 

Small  and  midsize  European  phar-  area  of  technology.  "And  the  pace  has 
maceutical  outfits  arc  rushing  to  get  continued  to  increase  this  year," 
their  hands  on  a  piece  of  U.S.  reports  Robert  S.  Esposito,  national 
biotechnology.  Merck  KGaA  of  Darm-  director  of  biotechnology  for  kpmg 
stadt,  Germany  (no  connection  to     Peat  Marwick. 

the  U.S.'  Merck  &  Co.)  is  expanding  Once  again,  Europe  is  trying  to 
its  cooperation  with  New  Jersey-  play  catch-up.  There  are  1,300  Amer- 
based  Medarex  on  anticancer  anti-  ican  biotech  firms,  nearly  three  times 
bodies.  Sweden's  Astra  AB  is  working  as  many  as  in  all  of  Europe — even  if 
with  Waltham,  Mass. -based  Genome  you  throw  in  Israel.  Many  of 
Therapeutics  on  DNA  sequencing.     Europe's  second-tier  drug  companies 

suffer  from  a  dearth  of  new  drugs  in 
I  their  pipelines.  They  fear  the  merger 
«  wave  now  under  way  might  swamp 
|  them.  Though  recently  strengthen- 
5  ing,  the  U.S.  dollar  is  still  relatively 
S  cheap,  and  their  money  still  buys  a 
|  fair  amount  in  the  U.S.  market. 

For  America's  biotech  entrepre- 
neurs, the  Europeans  are  a  welcome 
source  of  money  at  a  time  when  the 
U.S.  IPO  market  has  cooled,  especial- 
ly for  biotech. 

G.  Steven  Burrill,  a  partner  at  San 
Francisco's  merchant  bank  Burrill  & 
Craves,  which  specializes  in  biotech- 
nology financings,  says  Europeans 
generally  leave  the  U.S.  entrepreneurs 
in  charge  and  allow  U.S.  biotech 
firms  to  retain  North  American  prod- 
uct marketing  rights.  "This  mix  of 
appealing  to  ego  and  potential  finan- 
cial rewards  is  a  powerful  combina- 
tion," says  Burrill. 

Elan's  Thomas  Lynch  Most  of  the  Europe/U.S.  deals  are 

Looking  for  niche  discoveries.  small,  ranging  in  value  from  $2  mil- 

■■■i  lion  up  to  $40  million.  An  exception 

is  July's  $600  million  outright  merger 
Britain's  Zeneca  Pic.  recently  con-  between  two  small,  publicly  traded 
tracted  to  pay  Incyte  Pharmaceuticals  outfits:  Ireland's  Athlone-based  Elan 
up  to  $11  million  a  year  to  gain  Corp.  and  South  San  Francisco's 
access  to  the  Palo  Alto  company's  Athena  Neurosciences,  Inc. 
genetic  database.  Elan  (sales,  $220  million)  develops 

Last  year  these  and  other  European  so-called  drug  delivery  systems, 
drug  companies  directly  invested  an  mainly  coatings  on  existing  drugs 
estimated  $800  million  in  U.S.  that  control  and  improve  the  rate  of 
biotech  firms.  Europeans  accounted  absorption  by  the  body.  It  does  not 
for  one  in  every  four  deals,  almost  all  try  to  discover  new  drugs.  By  con- 
involving  licenses  or  partnerships  trast,  $54  million  (sales)  Athena  is 
with  American  biotech  firms  for  a  looking  for  biotechnology  solutions 
specific  produ  relatively  narrow    for  neurological  disorders,  especially 


Alzheimer's  disease. 

Elan  likes  Athena's  focus  on  a 
niche  market.  "You  can't  find  a  gap 
in  a  big  market  like  cardiovascular 
drugs,"  says  Elan  Chief  Financial 
Officer  Thomas  G.  Lynch,  "but  you 
can  in  areas  dealing  with  the  nervous 
system."  Athena  will  also  inject  sever- 
al highly  qualified  researchers  and 
managers  into  the  new  company. 

For  its  part,  Athena  likes  the  nearly 
$400  million  in  cash  stashed  in  Elan's 
till.  Athena  Chief  Executive  John 
Groome  needs  cash  to  fund  continu- 
ing development  of  five  research  pro- 
grams in  such  areas  as  multiple  scle- 
rosis and  Parkinson's  disease.  "We 
had  to  continue  to  raise  money  to 
stay  alive,"  says  Groome.  "We  could 
easily  have  raised  $30  million  to  $50 
million  in  the  recent  [stock]  market. 


Athena's  John  Groome 


He  needed  money  "to  stay  alive." 


Instead  we  decided  to  go  for  greater 
long-term  durability  [by  merging] 
with  Elan." 

Groome  points  out  that  Elan  is 
in  the  midst  of  renegotiating  drug 
development  contracts  with  American 
Home  Products  and  Eli  Lilly 
and  that  the  cash  strengthens  his 
hand  at  the  bargaining  table. 
"I  believe  that  Athena  can  retain 
its  independence,"  smiles  Groome, 
"and  research  some  interesting  areas, 
especially  Alzheimer's." 
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"If  my  six-year-old 
can  make 

friends  on  the  Internet 


surely  someone 
can  get  the  folks 
in  my  regional  offices 
to  work  as  a  team." 


J Today  we  do  business  from  the 
farthest  reaches  of  the  planet,  from 
cars,  airports  and  even  occasionally  from  the 
office.  How  do  we  cross  these  barriers  of  time  and 
space?  Lotus  Notes®— the  new  way  of  working 
together  in  this  networked  world. 

Your  team  has  just  finished  a  report  to  be 
presented  in  four  regions  of  the  world.  You  all  get  on 
different  planes.  At  30,000  feet,  you  have  a  change 
of  heart.  You  rewrite.  By  the  time  you  land,  it's 
brilliant.  But  three  of  your  managers  are  about  to 
present  the  wrong  report. 

Fear  not.  Notes  can  share  your  new  report  with 
everyone  the  moment  you  land.  And  Notes  does 
the  same  with  inventories,  customer  files,  sales 
information,  presentations,  call  reports,  you  name  it. 

Its  constantly  updating  information  and  shar- 
ing it  among  your  people,  customers  and  suppliers. 


No  matter  what  type  of  platform  they  use:  Windows® 
UNIX®  Mac  or  OS/2.®  Notes  also  has  a  Web  browser 
and  search  engine  that  lets  you  find  only  the 
information  that's  valuable  to  you.  And  it  lets  you 
publish  information  on  the  Web  and  send  e-mail  — 
all  from  the  Notes  environment. 

Visit  www.lotus.com  to  see  how  Notes 
is  already  helping  successful  companies  compete. 
Or  call  1  800  IBM-7080,  ext.  G205.  And  we'll 
send  you  a  free  Lotus  Notes  "Get  the  Facts" 
brochure  on  how  Notes  can  improve  the  way 
you  work. 

And,  don't  forget  our  free  16-page  booklet 
highlighting  how  IBM  can  help  your  business 
thrive  in  a  networked  world. 


Solutions  for  a  small  planet 


IBM.  OS/2  and  Solutions  lor  a  small  planet  are  trademarks  ol  IBM  Corp  UNIX  is  a  trademark  licensed  exclusively  through  X/Open  Ltd  All  other  company  and/or  product  names  are  trademarks  ol  their  respective  companies  ©  1996  IBM  Corp 


Oniy  in  America: 

A  supposed  medical  problem 

gets  turned  into  a  tactical  career  move. 

An  agreeable 
affliction 


By  Dyan  Machan 

"I  can't  tell  you  how  many  letters 
I've  received  from  parents  asking  that 
their  children  be  classified  with  a 
learning  disability,"  sighs  a  high 
school  guidance  counselor  from  an 
affluent  New  Jersey  community.  The 
disability:  short  attention  span.  The 
payoff:  an  edge  in  school  admission 
and  professional  licensing. 

No  longer  something  to  be  embar- 
rassed about,  some  learning  disabili- 
ties have  become  positively  chic. 
Credit  the  Americans  with  Disabilities 


Act,  passed  in  1990  by  Congress  and 
signed  into  law  by  George  Bush. 
Under  ADA,  getting  classified  as  a 
"victim"  of  attention  deficit  disorder 
carries  many  advantages,  which  is 
why  some  parents  eagerly  embrace 
the  diagnosis. 

What  is  this  disease  that  supposed- 
ly afflicts  2.5  million  young  Ameri- 
cans? Some  help  groups  describe  it — 
somewhat  hazily — as  an  inability  to 
focus,  follow  instructions  and  play 
calmly.  If  the  kid  is  fidgety,  he's  a 


candidate  for  ADD  diagnosis.  Since 
boys  tend  to  be  more  fidgety  than 
girls,  most  victims  of  add  are  male. 
Even  though  there  is  scant  biological 
evidence  to  support  the  disorder, 
ADD-diagnosed  children  are  almost 
always  fed  Ritalin,  a  prescription 
amphetamine  that  can  produce  a 
powerful  euphoric  rush.  How  can  an 
amphetamine,  commonly  known  as 
speed  because  it  speeds  up  the  heart 
rate,  slow  down  a  hyperactive  child? 
It's  complicated,  but  it  works.  Across 
America,  it's  no  longer  uncommon  to 
see  lines  of  high  school  students  wait- 
ing at  their  school  nurse's  office  for 
their  daily  dose  of  Ritalin.  And,  if  the 
child  is  enterprising,  he  or  she  can 
pocket  a  few  dollars  selling  the  pills 
on  the  playground. 

But  that's  only  petty  cash.  The 
bankable  perks  come  when  it's  time 
for  college.  With  a  note  from  a 
doctor  and  some  documentation 
from  the  high  school,  the  teen  can 
qualify  for  an  extended  or  untimed 
Scholastic  Assessment  Test  in  a  pri- 
vate, distraction-free  room.  The  non- 
profit Educational  Testing  Service, 
which  oversees  the  SAT  and  many 
other  admission  and  licensing  tests, 
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When  it  comes  to  business  and  the  arts 
Marc  Moret  of  Sandoz  knows  the  score. 


Marc  Moret,  Chairman  of  the 
Board,  Sandoz  Limited,  speaks  about 
the  importance  of  the  arts  with 
David  Finn,  board  member  of  the 
Business  Committee  for  the  Arts, 
and  Chairman  of  Ruder* Finn. 


The  Art  of  Leadership 


Marc  Moret  reads  the  original  score  of  his  brotht 


"Our  tradition  of  interest  in  the  arts  at 
Sandoz  goes  back  to  our  origins.  Edouard 
Marcel  Sandoz,  the  son  of  our  founder, 
worked  as  a  sculptor  while  serving  as  the  Vice 
Chairman  of  our 
Company.  A 
major  book  was  published  about  his  work, 
and  we  have  some  of  his  elegant  sculptures  in 
our  Company  collection.  Some  critics  have 
suggested  that  if  he  had  not  been  a  businessman 
he  might  well  have  become  a  great  sculptor. 

"The  cultural  interest  is  part  of  Sandoz's 
heritage.  One  of  my  predecessors,  Mr. 
Jacottet,  used  to  tell  me  that  businessmen 
who  care  about  the  arts  are  like  the  patrons  of 
the  Middle  Ages.  If  we  didn't  play  a  major 
role  in  cultivating  the  arts,  who  would?  He 
told  me  that  it  should  be  our  responsibility  to 
continue  the  tradition.  I  have  always  had  his 
remarks  very  much  on  my  mind.  My  personal 
interest  in  the  arts  was  largely  influenced  by 
my  brother,  Norbert,  who  is  a  professional 
musician  and  a  composer  of  note.  We  grew 
up  in  a  small  village  in  Switzerland,  and  we 


al  composition  "Mendiant  du  del  Bleu.  " 


both  had  our  education  in  Fribourg.  As  a 
youngster  he  took  piano  lessons  in  our  village 
and  became  quite  serious  about  studying 
music.  Through  my  brother  I  became  sensi- 
tive to  the  works  of  the  great  composers  for 
the  piano  —  especially  Chopin,  Schubert 
and  Schumann. 

"When  I  lived  in  Paris,  finishing  my  doc- 
torate at  the  Sorbonne,  my  brother  Norbert 
was  studying  with  the  great  teachers  like 
Honegger  and  Messiaen.  I  probably  spent 
half  my  time  listening  to  orchestral  presenta- 
tions of  the  grand  conductors. 

"It  was  a  wonderful  period  of  my  life.  I 
became  very  interested  in  the  new  directions 
that  contemporary  music  was  taking. 
Although  I  always  planned  a  career  in  busi- 
ness, I  was  as  devoted  to  music  as  my  brother. 
I  learned  a  great  deal  from  him. 

"It  is  because  of  my  lifelong  interest  in 
music  that  Sandoz  has  been  for  many  years  a 
major  sponsor  of  concerts  at  the  International 
Festival  of  Music  Lucerne  —  one  of  the  most 
famous  summer  festivals  in  the  world.  We 


have  had  many  of  the  best  artists  and  orchestras 
of  Europe  and  the  United  States  perform  there. 

I  am  on  the  Board  of  Trustees  of  the 
Festival,  and  we  are  now  in  the  process  of 
building  a  new  concert  hall.  Sandoz  is  one  of 
several  companies  that  have  pledged  substan- 
tial funds  to  finance  this  new  hall.  Our 
Company's  sponsorship  of  music  has  had 
many  practical  benefits.  This  includes  inviting 
customers  and  other  friends  of  the  Company 
to  the  concerts  that  we  sponsor.  But  I  would 
say  that  making  it  worthwhile  for  business  is 
only  the  secondary  reason  we  sponsor  the  arts. 
The  primary  reason  is  that  we  feel  that  spon- 
soring the  arts  is  part  of  our  responsibility  as 
the  modern  counterparts  of  the  patrons  of 
another  age.  I  hope  that  the  nature  chairmen 
of  Sandoz  will  always  have  that  point  of  view." 


Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway 
New  York,  New  York  10019 
212  664-0600 

Prepared  as  a  public  service  by  AD  LUBOW,  Inc. 
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Source:  United  Nations  International  Narcotics  Control  Board 


U.S.  relaxes  with  Ritalin 

So  extraordinary  has  the  divergence 
now  become  between  U.S.  and 
world  consumption  of  the  mood- 
aitering  drug  methylphenidate  (pop- 
ular brand,  Ritalin),  that  the  Vienna- 
based  International  Narcotics 
Control  Board  has  asked  American 
authorities  to  monitor  whether  it  is 
being  properly  prescribed.  The  U.N. 
agency  also  invited  them  to  look 
into  whether  parents'  groups  are 
undermining  a  treaty  that  prohibits 
advertising  of  dangerous  drugs.  The 
U.N.'s  concerns  about  excessive 
drug  use  in  the  U.S.  are  well  found- 
ed. (See  chart  at  left.)  Indications  are 
that  finding  add  victims  is  a  prof- 
itable deal  for  a  lot  of  people — 
including  the  victims. 

Even  more  extraordinary — and 
significantly  underreported,  perhaps 
because  of  the  absence  of  a  male  lib- 
eration movement — is  the  extent  to 
which  medication  with  Ritalin  is 
given  to  boys.  Among  children 
under  16,  boys  account  for  80%  of 
consumption.  (See  chart  below.) 

-Luisa  Kroll 


Methylphenidate 
prescriptions* 
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8  million 


'Induces  branded  drug  (Ritalin)  and  genem 

One  patient  may  get  several  prescriptions  per  ye 


Source.  These  totals  are  Forbes  estimates  of  1995  prescription  volumes,  based  on  results  of  two  surveys  by  Scott- 
Levin  Associates.  One  survey  reviewed  retail  pharmacy  sales  and  one  asked  doctors  to  report  prescriptions  issued. 
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administered  35,000  of  these  non- 
standard exams  out  of  the  2  million 
tests  it  gave  out  this  year.  That's  just 
about  double  the  number  four  years 
ago.  The  pressures  of  a  timed  test  are, 
of  course,  a  key  part  of  the  challenge. 
One  wealthy  New  York  City  mother 
boasts  that  her  son's  ADD  diagnosis 
added  100  points  to  his  combined 
verbal  and  mathematical  SAT  score. 

When  a  college  receives  untimed 
scores,  they  are  only  marked  "non- 
standard administration."  The  testing 
service  does  not  indicate  what  was 
nonstandard — whether  the  test  was  in 
Braille,  large  print  or  untimed;  under 
the  Americans  with  Disabilities  Act 
that  may  be  illegal.  Fearful  of  losing 
federal  funding  or  getting  sued,  the 
colleges  sometimes  ignore  the  desig- 
nation altogether.  Yale  and  Harvard 
treat  them  like  any  other.  "We  have 
no  particular  theory  about  them," 
equivocates  Harvard's  director  of 
admissions,  Marlyn  Lewis.  "We  are 
obligated  to  make  reasonable  accom- 
modations." One  Ivy  League  admis- 
sions officer  is  more  blunt  (though 
not  blunt  enough  to  speak  other  than 
anonymously):  "I'm  glad  Forbes  is 
going  after  this,  add  has  become  an 
enormous  and  growing  business.  It's 
also  a  rich  kid's  business  and  an  enor- 
mous class  issue." 

Rich  kids?  The  Ritalin  runs  $40  a 
month,  and  getting  a  doctor's  certifi- 
cation is  an  expensive  process.  The 
Cedar  Hill  Learning  Center  in  Wyck- 
off,  N.J.  charges  $250  for  a  neu- 
ropsychiatry evaluation.  "We  have  a 
lot  of  parents  trying  to  get  untimed 
tests,"  the  receptionist  says  candidly. 
"Who  wouldn't?" 

No  surprise,  aspiring  lawyers  have 
discovered  this  loophole.  In  the 
1995-96  school  year  there  were  160 
ADD-accommodated  law  school 
admission  tests  given,  16  times  the 
number  given  five  years  ago. 
Intrigued  by  the  outcome  of  the 
tests,  the  Law  School  Admission 
Council  conducted  a  study  and  found 
that  while  the  scores  from  its  non- 
standard tests  were  about  the  same  as 
those  taken  under  normal  circum- 
stances, they  yielded  a  subpar  set  of 
students.  While  all  accommodated 
students  tended  to  do  worse  than 
predicted  by  their  LSAT  scores  during 
their  first  year,  the  only  year  for 
which  statistics  exist,  those  with 


learning  disabilities  did  measurably 
worse  than  those  with  hearing  and 
vision  impairments.  The  problem  for 
the  admissions  directors,  says  James 
Vaseleck,  a  lawyer  at  the  admissions 
council:  "We  don't  know  what  the 
scores  mean.  And  when  we  challenge 
them,  we  get  sued."  The  council  has 
had  to  face  two  lawsuits  so  far. 

"Sure  we're  skeptical,"  worries 
John  FitzRandolph,  dean  at  Whittier 
Law  School  in  Los  Angeles,  "but  we 
don't  like  to  be  taken  to  court  all  the 
time."  An  add  student  recently  sued 
Whittier  because  it  was  willing  to  give 
the  student  only  20  extra  minutes  per 
hourlong  exam  instead  of  an  addi- 
tional hour.  For  fear  of  protracted 


legal  expenses,  the  school  settled  the 
case.  Whittier  also  no  longer  has  pop 
quizzes:  add  students  require  sepa- 
rate rooms  and  extra  time. 

Ironically,  those  who  abuse  the 
rules  hurt  those  who  have  real  prob- 
lems. "I  have  several  dyslexic  stu- 
dents who  don't  want  special  treat- 
ment," FitzRandolph  says.  That's 
not  surprising.  Those  who  have 
overcome  well-documented  learning 
disabilities  are  too  proud  of  the 
accomplishment  to  want  to  draw 
attention  to  themselves.  So  those 
who  genuinely  need  the  help  won't 
take  it,  while  those  who  don't,  ben- 
efit, creating  an  even  greater  dispari- 
ty in  grades. 

The  malady  has  also  infected  med- 
ical schools.  Last  year  there  were  645 
nonstandard  Medical  College  Admis- 
sion Tests,  more  than  five  times  the 
number  of  such  tests  five  years 
before.  The  majority — seven  out  of 
ten — were  victims  of  attention  deficit 
disorder  or  learning  disabilities.  "It's 
not  a  variable  held  against  them," 
says  Mark  Notestine,  admissions 
director  for  Ohio  State's  medical 


school.  "We  just  make  sure  we  can 
reasonably  accommodate  them.  If 
they  take  an  untimed  mcat,  we'll  try 
to  do  the  same."  Does  this  doctor  get 
extra  time  when  a  patient  is  wheeled 
into  the  emergency  room?  No,  but 
the  Americans  with  Disabilities  Act  is 
served. 

Interestingly,  in  Europe,  where 
laws  give  scant  comfort  to  alleged  vic- 
tims of  the  "disease,"  the  ADD  diag- 
nosis is  only  a  tenth  as  common  as  it 
is  here.  In  Japan  the  disorder  has 
barely  been  noted.  (See  table,  p.  150.) 
But  in  the  U.S.  the  diagnosis  is  pro- 
moted by  dozens  of  self-help  books 
and  by  650  chapters  of  the  ADD  sup- 
port group,  Children  &  Adults  with 


Attention  Deficit  Disorder.  No  sur- 
prise that  Ciba-Geigy,  the  manufac- 
turer of  Ritalin,  has  given  money  to 
the  group.  Purchases  of  Ritalin  and 
its  generic  counterpart  increased  36% 
last  year,  to  $373  million. 

Is  all  this  really  needed?  You  sup- 
posedly have  an  ADD  child  if  he  fid- 
gets, interrupts,  intrudes  into  other 
children's  games,  has  difficulty  fol- 
lowing instructions,  shifts  from  one 
uncompleted  activity  to  another  or 
has  difficulty  playing  quietly.  But 
doesn't  this  describe  many  a  normal, 
if  undisciplined,  kid? 

"There  are  some  reasons  for  using 
[Ritalin]  with  some  kids,"  says  Anne 
Moir,  a  genetics  Ph.D.  and  indepen- 
dent TV  producer  in  Wiltshire,  Eng- 
land. "But  usage  in  the  U.S.  is  way 
above  clinical  necessity.  I'm  quite 
convinced  little  boys  are  getting  put 
on  it  because  they're  little  boys."  You 
want  victims,  we'll  find  you  victims. 
But  what  else  would  you  expect  in  a 
society  where  no  one  is  held  respon- 
sible for  his  own  behavior  and  where 
every  pathology  is  supposedly  fixable 
with  a  government  mandate?  MB 


Children  diagnosed  with  attention  deficit  disorder  are 
almost  always  fed  Ritalin,  a  prescription  amphetamine 
that  can  produce  a  powerful  euphoric  rush.  "I'm  quite 
convinced  little  boys  are  getting  put  on  [Ritalin]  because 
they're  little  boys.  There  are  some  reasons  for  using  it,  but 
usage  in  the  U.S.  is  way  above  clinical  necessity." 
You  want  victims,  we'll  find  you  victims. 
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Act  three 

Fidelity's  Capital  &  Income  Fund  changed  its  style 
successfully  in  1990,  and  has  just  changed  again. 
Time  to  bail  out?  Or  to  buy  more? 


By  Riva  Atlas 

In  LATE  January  Fidelity  Investments 
stunned  investors  in  its  $2.2  billion 
Capital  &  Income  Fund  by  announc- 
ing that  it  would  no  longer  take  a 
leading  role  in  bankruptcy  reorgani- 
zations. That  is,  the  fund  would  cease 
to  be  a  vulture  investor,  a  specialty  it 
had  pursued  with  great  success  since 
1990.  Instead,  it  would  become 
something  closer  to  a  conventional 
junk  bond  fund. 

Two  things,  probably  not  unrelat- 
ed, prompted  the  change  of  heart. 
One  was  the  sour  outcome  of  some 
of  its  bankruptcy  bets,  including  a 
stake  in  El  Paso  Electric  Co.  that  had 
Fidelity  managers  negotiating  a  rate 
freeze  with  the  city's  mayor.  The 
other  was  the  departure  of  Daniel 
Harmetz  and  David  Breazzano,  who 
had  been  running  the  fund  for  five 
years,  to  start  their  own  firm.  Within 
weeks  after  they  left,  Capital  & 

"The  plain  vanilla  junk 
market  is  a  loser's  game 
at  this  point— 2  points  of 
upside  and  100  of  down." 

Income's  new  manager,  David 
Clancy,  cut  the  fund's  investments  in 
distressed  securities,  once  as  high  as 
40%  of  assets,  to  just  7%.  Glancy,  35, 
came  from  Fidelity's  Spartan  High 
Income  Fund,  where  he  turned  in  a 
respectable  record  over  the  previous 
three  years,  beating  the  average  junk 
fund  by  4.6  points  a  year. 

No  doubt  some  investors  in  the 
fund  were  not  happy  about  the 
switch  in  strategy.  If  you  plant  a 
radish,  you  don't  warn  to  get  a  brus- 
sels  sprout.  Investors  who  bought  the 
fund  on  the  strength  of  the  vulture 
investing  can  always  ca  '  out,  but, 


depending  on  when  they  bought  in, 
the  exit  could  cost  them  either  capi- 
tal gain  taxes  or  a  redemption  fee. 

But  here's  a  good  reason  for  stay- 
ing put:  It  could  be  that  the  easy 
money  has  been  made  in  bankrupt- 
cies and  it's  time  to  move  on. 

Vulture  investing  had  produced 
superior  returns  for  a  time.  The  idea 
is  to  buy  up  large  chunks  of  debt 
paper  in  a  firm  that  is  either  in  bank- 
ruptcy or  on  the  verge  of  it,  with  a 
view  to  coming  out  of  a  reorganiza- 
tion with  valuable  equity  in  a  new 
company.  Some  great  fortunes  have 
been  made  this  way:  Ed  Ball  did  it 
with  Florida  East  Coast  Railway  more 
than  a  quarter  century  ago. 

If  a  vulture  investor  buys  enough 
of  the  right  securities,  he  is  in  a  posi- 
tion to  influence  creditors'  commit- 
tees that  vote  on  who  gets  what  in  a 
corporate  reorganization.  Playing  this 
role  for  all  it  was  worth,  Capital  & 
Income  delivered  excellent  results, 
earning  an  average  15.5%  a  year  over 
1991  to  1995,  3l/i  points  ahead  of  the 
average  junk  bond  fund. 

But  no  trend  lasts  forever,  and 
lately,  Capital  &  Income's  perfor- 
mance has  lagged.  In  the  12  months 
through  June  the  fund  was  up  just 
9.8%,  versus  11.3%  for  the  average 
junk  bond  fund.  Some  holders  have 
cashed  out,  and  assets  have  dropped 
by  almost  $500  million  in  the  last 
three  years.  (During  the  recent  stock 
market  correction,  June  30  to  July 
19,  the  fund  was  up  0.3%.) 

Bets  on  bankruptcies  aren't  the 
sure  things  they  were  in  the  early 
1990s.  While  the  earlier  crop  of 
bankruptcies  was  the  result  of  too 
much  debt,  the  recent  batch  has  seri- 
ous operational  problems.  Example: 
In  1994  Capital  &  Income  bought 
about  $95  million  face  amount  of 


Merry-Go-Round  Enterprises'  debt, 
plus  a  slug  of  the  equity,  soon  after 
the  retailer  filed  for  Chapter  1 1 .  Now 
Merry-Go-Round  is  being  liquidated, 
and  Fidelity  has  already  lost  most  of 
its  investment. 

No  surprise  then  that  Fidelity 
chose  to  again  change  Capital  & 
Income's  focus.  But  if  the  fund  won't 
focus  on  distressed  securities,  what 
will  distinguish  it  from  other  junk 
bond  funds? 

Glancy  says  the  fund  will  continue 
to  look  for  investments  that  provide 
capital  appreciation  and  high  income. 
But  instead  of  investing  in  bankrupt- 
cies, he's  been  buying  common 
stocks  issued  by  companies  that  also 
have  junk  bonds  outstanding. 

Today  50%  of  all  junk  bond  issuers 
have  publicly  traded  stocks,  com- 
pared with  less  than  10%  in  1990, 
according  to  Chase  Securities. 
Because  many  of  these  companies  are 
new  to  the  equity  markets  and  have 
small  market  capitalizations,  most 
analysts  aren't  familiar  with  them. 
That,  says  manager  Glancy,  provides 
an  investment  opportunity,  especially 
since  his  analysts  have  already  picked 
apart  these  companies'  financials  in 
search  of  junk  bonds  to  buy.  Look  at 
it  this  way:  A  bet  on  a  junk  bond  is, 
in  part,  a  bet  that  the  underlying 
business  will  improve.  If  that  happens 
the  stock  should  jump.  So,  while 
hunting  for  junk  bond  values,  why 
not  seek  common  stock  bargains  as  a 
by-product? 

As  of  its  last  published  annual 
report  (for  Apr.  30),  Capital  & 
Income  had  13%  of  its  assets  in 
stocks.  One  company  that  Glancy 
likes  is  Thermadyne  Holdings,  in 
which  the  fund  owns  24%  of  the  10.7 
million  shares.  Thermadyne,  which 
makes  welding  products,  emerged 
from  bankruptcy  in  1994  and  trades 
at  nine  times  estimated  1996  profits. 
At  a  recent  22,  the  stock  is  already  up 
23%  this  year,  but  Glancy  thinks  it  has 
another  $10  of  upside. 

The  bulk  of  Capital  &  Income's 
assets — typically  around  60% — will 
continue  to  be  invested  in  higher- 
quality  junk.  But  here,  too,  Glancy  is 
treading  carefully.  Spreads  between 
junk  bonds  and  Treasurys  have  nar- 
rowed by  a  full  percentage  point  this 
year,  to  a  recent  2.5  points  for  BB 
bonds.  "The  plain  vanilla  junk  market 
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is  a  loser's  game  at  this  point,"  says 
Glancy.  "With  so  much  paper  trading 
north  of  par,  in  many  cases  you've 
got  2  points  of  upside  and  100  points 
of  downside." 

Glancy's  response  has  been  to  buy 
bonds  with  shorter  maturities,  typi- 
cally less  than  seven  years,  to  reduce 
the  fund's  exposure  to  rising  interest 
rates  and  deteriorating  credit  ratings. 
He's  also  been  concentrating  the 
fund's  assets.  Just  20  companies 
account  for  40%  of  the  portfolio. 

Higher-quality  paper  he  likes  now 
includes  various  bonds  issued  by 
Revlon,  Inc.  and  MacAndrews  & 


Forbes,  the  Ronald  Perelman  holding 
company  that  owns  83%  of  Revlon. 
Revlon  reduced  its  debt  by  12%  fol- 
lowing an  initial  public  offering  in 
February. 

Because  he's  worried  that  the  junk 
market  has  topped,  Glancy  is  keeping 
another  15%  of  the  fund's  assets  in 
cash.  And  if  the  market  does  crash, 
Capital  &  Income  still  has  the  flexi- 
bility to  again  buy  busted  junk  bonds. 
But  it  won't  be  entering  the  fray  in 
bankruptcy  court.  "We  want  the 
underlying  value  to  be  realized  with- 
out us  being  the  catalyst,"  he  says. 

Keep  this  in  mind:  Fidelity  Capital 


Capital  &  Income's  David  Glancy 
Bankruptcies  are  out;  equities  are  in. 


&  Income  won't  give  you  as  high  a 
current  return  as  a  pure  junk  bond 
fund;  the  common  stock  component 
will  dilute  the  interest  income.  Which 
is  why,  we  guess,  they  call  it  Capital 
and  Income.  So  if  it  is  regular  and 
maximum  monthly  checks  you  want, 
you'll  do  better  elsewhere.  But  if  you 
bought  Capital  &  Income  to  have 
Breazzano  and  Harmetz  manage 
your  money  for  total  return,  don't 
quit  yet.  See  what  Glancy  can  do  over 
the  next  two  or  three  years.  ■■ 
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International  power 

Unhappy  over  the  lackluster  earnings  of  U.S.  electric  utilities?  Worried  about  our 
market's  recent  volatility?  Check  out  these  foreign  companies. 


These  days  it  is  hard  to  recommend 
U.S.  electric  utilities  to  widows  and 
orphans.  The  ones  with  high  costs 
are  becoming  increasingly  vulnerable 
to  competitors,  and  even  nimble 
outfits  serving  growing  populations, 
such  as  Enova  (San  Diego)  and 
Florida  Progress  (Florida),  can  look 
forward  to  only  modest  earnings  and 
dividend  growth. 

Outside  our  borders  it  is  another 
story.  For  starters,  demand  for  elec- 
tricity is  increasing  faster  in  many 
foreign  countries.  Foreign  utilities 
are  regulated  differently  from  U.S. 
utilities  and  are  becoming  more  effi- 
cient, enabling  them  to  raise  rates 
and  increase  profits  and  dividends. 
Franklin  Global  Utilities  fund  man- 
ager Sally  Haff  notes  that  "[in 
China]  companies  can  pretty  much 
sell  whatever  electricity  they're  capa- 
ble of  producing." 

Contrast  the  recent  earnings 
history  of  Hong  Kong  Electric 
and  the  Dow  Jones  Utility  Index 
of  15  U.S.  stocks.  The  utility  earn- 
ings1 averages  are  up  18%  since 
1990,  while  Hong  Kong  Electric's 
profits  have  more  than  doubled. 

Offshore  power 


Holders  of  Hong  Kong  Electric's 
American  Depositary  Receipts 
have  enjoyed  a  75%  rise  in  divi- 
dends and  a  threefold  rise  in  the 
share  price  since  1990.  The  U.S. 
index  shows  a  13%  decline  in  divi- 
dends and  a  disappointing  1% 
price  increase. 

What  about  European  utilities? 
"Europe  is  far  from  the  world's 
fastest-growing  economic  region, 
but  we  expect  plenty  of  European 
utilities  to  post  double-digit  earn- 
ings and  dividend  growth  this 
year,"  says  Michael  Sayers,  a 
Morgan  Stanley  analyst  based  in 
London.  One  of  Sayers'  current 


favorites  is  situated  in  the  U.K.: 
National  Power. 

The  possibilities  are  rich  (see 
table),  but  remember  that  overseas, 
even  more  than  in  the  U.S.,  you 
need  geographic  diversification  to 
build  a  portfolio.  Any  one  country's 
utilities  could  suffer  a  currency 
devaluation  or  an  oppressive  shift  in 
government  regulation. 

In  a  way,  this  happened  in  the 
U.S.  in  the  1970s:  The  value  of  the 
dollar  was  inflated  away,  and  regulat- 
ed utilities  were  squeezed  hard 
between  fuel  costs  and  politicians. 
This  could  certainly  happen  in  China 
or  Brazil.  ■■ 


Exch  Company/country 


Recent  1 996 
price  price 
($US)  change 


— Price/earnings — 
recent  1996 
estimate 


Yield 


Market 

value 

($mil) 


price/ 
earnings 


-Country* 


yield 


n 

Chilgener/Chile 

23% 

-5% 

19.3 

13.2 

5.1  % 

$1,480 

16.4 

3.7% 

0 

Eletrobras  PNB/Brazil 

UK 

6 

20.1 

11.9 

0.8 

13,579 

17.5 

2.5 

0 

EVN  Energie-Versorgung/Austria 

28% 

24 

16.3 

14.9 

1.3 

1,656 

23.8 

1.4 

0 

Hong  Kong  Electric  Hid/Hong  Kong 

3 

-6 

11.1 

11.1 

4.6 

6,473 

15.8 

3.2 

n 

Huaneng  Power  Intl/China 

17% 

24 

15.3 

11.7 

none 

515 

13.4 

3.0 

n 

Korea  £  ei  trie  Power/South  Korea 

23 

-14 

20.7 

20.8 

1.4 

28,689 

13.1 

1.7 

0 

Manila  Electric/Philippines 

10% 

NA 

NA 

NA 

0.9 

3,017 

24.5 

0.9 

n 

National  Power/United  Kingdom 

33% 

20 

11.0 

10.3 

4.7 

9,401 

13.8 

4.2 

n 

Powergen/United  Kingdom 

30% 

-10 

9.8 

7.8 

5.3 

5,553 

13.8 

4.2 

0 

Sevillana  de  Electric 'Spain 

16'/4 

NA 

17.6 

13.8 

4.0 

2,270 

13.9 

3.5 

All  company  data  refie  gs  and  dividends  for  American  Depositary  Receipts.  'All-industry  index.  NA:  Not  available,  n:  New  York  Stock 

Exchange,  o:  Over-the-c 

Sources:  Bloomberg  Fin*  <    Morgan  Stanley  Capital  International;  Mornmgstar,  Inc.;  IBES  Inc. 


Though  not  without  the;  blems  and  risks,  foreign  utilities  are  largely  free  of  the  difficulties  facing  U.S.  utilities. 

Forbes  ■  August  12,  1996 


Maximizing  Tax  Deferral 
Througfk  tke  Use  of 
Nonqualified  Plans 

As  new  tax  laws  cut  deeper  into  the  level  of  benefits  that  can  be  provided  to  highly 
compensated  executives  under  qua  lified  retirement  plans,  the  prevalence  of 
nonqualified  retirement  arrangements  is  increasing  at  an  escalating  rate. 

Prevalence  of  Nonqualified  Deferred  Compensation  Plans  (NQDCs) 


1995/1996 

3% 

/23% 

74% 

1994 


■  I  lave  a  NQDC  Plan       ■Currently  Considering      □  Not  Currently  Considering 

Now  your  company  can  fill  the  void  imposed  hy  government  limitations  through 
the  adoption  of  nonqualified  executive  benefit  plans. 

The  design  of  the  plans  could  include: 

•  Full  benefit  security    •  Above  market  interest  rates 

•  Ability  to  defer  salary,  bonus  and  stocle  option  gains 

•  Flexible  payout  options  to  meet  short-term  or  retirement  needs 


Call 

1-800-405-0911 

to  obtain  a  free  copy  of  the  "Ten  tilings  You  Should  Know  When  Designing  a  Deferred 
Compensation  Plan'  or  to  or  der  a  copy  of  CRG's  1995/19%  "Executive  Benefits  S  urvey  ofC  urren  t  Tr  ends. 


CRG" 


Compensation  Resource  Group.  Inc." 

Pasadena  Headquarters 

Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Denver  •  Houston  •  Phoenix  •  San  Francisco •  Seattle •  Washington,  D.C. 
Internet:  http:/ /www.crgwnrld.com 


Crashworthyr 


i 


The  correction  was  a  long  time  coming.  Over  or  not,  it  provides  a  useful  foretaste 
of  which  funds  can  withstand  a  real  bear  market— and  which  ones  can't. 


By  Thomas  Easton 

Forget  about  alphas,  betas,  R- 
squarcds  and  all  the  other  statistical 
estimates  of  risk  extracted  from  the 
extended  bull  market.  There's  no  bet- 
ter test  of  how  a  mutual  fund  does  in 
a  bear  market  than  a  bear  market. 

In  the  six  weeks  following  the 
June  5  peak  of  the  Nasdaq  market, 
the  Standard  &c  Poor's  500  dropped 
only  6.2%.  But  the  short,  sharp  move 
was  big  enough  to  show  which  funds 
are  the  most  vulnerable  if  and  when 
we  get  a  real  bear  market.  A  slew  of 
the  hottest  funds  suffered  losses  in 
excess  of  22%  (see  table  below). 

Dreyfus,  the  fund  sponsor  that  was 
sold  to  Mellon  Bank  and  then 
changed  from  bear  to  bull,  may  have 
been  the  most  deeply  bruised  of  the 
big  fund  families.  Four  of  its  funds 
were  among  the  40  with  the  largest 
percentage  losses,  according  to 
Morningstar,  the  Chicago-based  fund 
research  outfit. 

What  did  these  funds  in?  Not  the 
economy,  which  continues  to  expand 
at  a  modest  pace  amid  tepid  inflation. 
Nor  profits,  which  are  strong  at 


Divers 


Survivors 


Fund 

Performance* 

Copley 

1.53% 

Cowen  Income+Growth  A 

0.62 

Stratton  Monthly  Dividend 

0.61 

Merger 

-0.27 

20th  Century  Equity-Income 

-1.24 

Franklin  Equity  Income  1 

-1.53 

Gateway  Index  Plus 

-1.66 

T  Rowe  Price  Capital  Appreciation 

-1.92 

Capital  Income  Builder 

-2.02 

Smith  Barney  Premium  Total  Return  A 

-2.21 

Virtus  Style  Manager 

-2.32 

Franklin  MicroCap  Value 

-2.48 

*From  June  5,  when  the  Nasdaq  index  peaked, 
through  the  July  15  crunch. 
Source:  Morningstar,  Inc. 

These  U.S.  stock 
funds  held  up  the 
best  during  the 
six  weeks 
through  mid-July. 
Copley  Fund, 
which  was  rated 
A+  by  Forbes  for 
down-market  per- 
formance in  our 
last  survey  (Feb. 
12),  favors  utili- 
ties, big  oil, 
banks  and  con- 
vertible preferred 
shares. 


banks  and  established  industrial  com- 
panies. The  problem  tends  to  be  with 
companies  that  don't  have  profits — 
only  prospects.  Take  that  as  a  warn- 
ing signal. 

Take  a  peek  at  Ultrafem,  Inc.  or 
Fuisz  Technologies  Ltd.,  to  cite  two 


Fund 


Performance* 


Premier  Strategic  Growth  A 
Wasatch  Mid-Cap 
Oberweis  Emerging  Growth 
Perkins  Opportunity 
20th  Century  Giftrust  Investors 
Dreyfus  Aggressive  Growth 


-31.20 
-25.50 
-25.31 
-23.72 
-23.54 
-23.00 


Keystone  America  Hartwell  Emerging  Growth  -22.95 

BT  Investment  Small  Cap  -22.94 

Navellier  Aggressive  Growth  -22.35 

TCW  Galileo  Small  Cap  Growth  -22.28 

Warburg  Pincus  Post-Ventura  -22.27 

Bull  &  Bear  Special  Fquities  -22.13 


*From  June  5,  when  the  Nd^daq  index  peaked, 
through  the  Juiy  15  crunch. 
Source:  Morningstar,  Inc. 


These  funds  did 
the  worst  in  the 
minicrash  of  early 
summer.  Three  got 
a  D  or  an  F  for 
bear-market 
performance  in 
the  last  Forbes 
fund  survey.  Most 
of  the  rest  are  too 
new  to  qualify  for 
a  rating. 


holdings  of  the  Dreyfus  Aggressive 
Growth  and  Premier  Strategic 
Growth  funds  (run  by  the  same 
Dreyfus  portfolio  manager,  Michael 
Schonberg).  Both  companies  promise 
a  novel  drug  delivery  system  with  big 
potential.  Potential  is  the  key  word. 
Both  are  in  the  red.  Even  after  the 
crashlet,  Fuisz  Technologies  is  valued 
on  Wall  Street  at  35  times  its  $5.7 
million  in  revenues.  Ultrafem  has  a 
market  value  of  $108  million  and  no 
revenue. 

Rainforest  Cafe,  another  darling  of 
aggressive  funds,  is  a  funky  restaurant 
chain  featuring  parrots  and  indoor 
rainstorms  that  earned  all  of 
$100,000  last  year.  Wall  Street  valua- 
tion, as  of  the  June  5  peak:  $287  mil- 
lion. How  did  it  get  to  2,870  times 
1995  earnings? 

There  was  a  certain  circular  logic 
to  the  bull  market.  Hot  funds  poured 
money  into  their  favorite  little  com- 
panies, pushing  up  prices,  causing 
performance  of  the  funds  to  look  ter- 
rific, drawing  in  new  customers  for 
the  funds  and  providing  more  money 
to   pour  into   the   stocks.  With 


156 
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"momentum"  investing,  price  is  no 
object:  You  buy  just  because  a  stock 
is  going  up.  Rainforest  is  off  26% 
from  its  peak,  but  stocks  like  this 
could  easily  go  down  75%  in  a  real 
bear  market  (see  "You  ain't  seen  noth- 
ing yet,"  p.  166). 

Scroll  down  the  holdings  of  the 
worst-hit  funds  and  you  see  names 
repeated:  Ascend  Communications, 
Access  Health,  abr  Information  Ser- 
vices, pmt  Services,  PairGain  Tech- 
nologies. Common  denominators: 
huge  valuations,  modest  results 
and — maybe — lots  of  promise. 

Since  the  end  of  1994  the  catego- 
ry of  aggressive  growth  funds  has 
swollen  in  size  from  $2 1 .6  billion  to 
$47  billion,  according  to  Strategic 
Insight,  a  New  York  fund-tracking 
firm.  About  half  of  that  came  from 
stock  appreciation,  the  rest  from 
fresh  investment.  We  won't  know 

Dreyfus  may  have  been  the 
most  deeply  bruised  of  the 
big  fund  families:  4 
funds  in  the  bottom  40. 

until  asset  reports  are  filed  a  few 
months  from  now,  but  it  is  likely  that 
a  number  of  formerly  hot  funds  are 
already  experiencing  outflows  of 
money.  The  upward  spiral  of  early 
1996  could  rapidly  turn  into  a 
downward  spiral. 

It's  impossible  to  predict  a  bear 
market,  but  it's  not  at  all  hard  to 
name  funds  that  are  likely  to  be 
among  the  worst  losers  when  a  bear 
market  comes.  These  funds  got  a  D 
or  an  F  rating  for  bear- market  per- 
formance in  the  last  FORBES  survey 
(Feb.  12):  Oberweis  Emerging 
Growth,  20th  Century  Giftrust  and 
Bull  &  Bear  Special  Equities.  Most 
of  the  other  funds  in  the  losers'  table 
opposite  are  too  new  to  be  rated. 
That's  another  warning  signal: 
Untested  funds  aren't  good  storm 
shelters. 

Our  advice,  as  always,  is  to  pay 
a  lot  of  attention  to  down-market 
performance  and  to  be  wary 
of  funds  too  new  to  have  a  down- 
market grade.  The  next  issue 
of  Forbes  (Aug.  26)  will  have 
updated  ratings  on  more  than 
1,000  funds.  MM 
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rx: 


New  signs 
are  not 
enough. 


Ever  notice  how  many  financial  institu- 
tions introduce  new  asset  management 
services  and  call  it  private  banking? 

At  Bank  Julius  Baer  private  banking 
has  been  our  core  business  since  1890. 
We  provide  individually  structured 
portfolios  for  clients  around  the  globe. 

International  wealth  management  is 
our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 


JBf°B 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 


Group  Presence:   Zurich   Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal   Grand  Cayman    Palm  Beach    Los  Angeles    San  Francisco    Mexico    Hong  Kong 


Turn  your  excess  inventory 
into  a  tax  break  and  help 
send  needy  kids  to  college. 


Request  a  free  guide  to  learn  how 

donating  your  slow  moving 
inventory  can  mean  a  generous 
TAX  WRITE-OFF  for  your  company. 

Call  708-690-0010 
Fax  708-690-0565 

630  area  code  starting  8/3/96 
Email  scholareeduassist.org 

Educational  Assistance  Ltd. 
P  O.  Box  3021 
Glen  Ellyn.  IL  60138 


Groundfloor 
Investment 
Opportunity  in  $2.5 
Billion  Substance 
Abuse  Testing  Market 


merican  Bio  Medica  Corp.  has 
just  brought  to  market  a  low 
cost,  100%  accurate  Rapid  Drug 


Screen  Kit  that  could  revolutionize 
the  $2.5  billion  drug-testing  industry. 

ABMC's  product  will  be  used  in  the 
workplace  to  test  for  the  five  drugs 
mandated  by  the  National  Institute  of 

Drug  Abuse.  Results:  5  minutes. 
Accuracy:  100%.  Cost:  $10-$15/test. 


NASDAQ  BB  Symbol:  ABMC 


For  Investor  Kit  Call: 
Toll  Free:  888-433-3077 
http://www.otcfn.com 


Shares  of  ABMC  are  currently  under  $5.00 


r  ai& 


tie  gift;  of  cleane 


our  flarrie  to  theirs. 


This 
the  air 
athletes, 


4 


Allanlal** 
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summer  at  the  Games  in  Atlanta, 
is  cleaner  and  healthier  for  the 
thanks  to  more  than  400  natural 
gas  vehicles  (NGVs)  donated  by 
natural  gas  companies,  NGV 
equipment  suppliers  and  transit 
agencies  nationwide. 

NGVs  produce  virtually  no 
particulates,  and  far  iess  carbon 
monoxide  and  reactive  hydro- 


carbons, compared  with  traditional  vehi- 
cles. And  because  natural  gas  burns  so 
cleanly,  NGVs  run  twice  as  long  between 
oil  changes  and  tune-ups.  Plus,  it  costs 
about  30%  less  than  gasoline. 

That's  why,  all  across  the  country,  pub- 
lic and  private  fleet  operators  are  convert- 
ing their  cars,  trucks  and  buses  to  natural 
gas.  Companies  like  United  Parcel 
Service,  operating  the  largest  private 


NGV  fleet  in  the  United  States.  And  AT&T 
and  its  former  systems  and  technology  unit, 
Lucent  Technologies. 

To  find  out  how  natural  gas  can  help 
put  your  fleet  out  in 
front  of  the  competi- 
tion, call  the  market- 
ing department  of 
your  local  gas 
company. 


Clean  Natural  Gas. 
Think  What  You'll  Save. 


THE  FORBES/ BARRA  WALL  STREET  REVIEW 


The  overall  market 


Whether  the  extreme  volatility  and 
high  trading  volume  at  the  start  of 
the  third  quarter  presage  the  begin- 
ning of  a  bear  market  or  just  the 
long-awaited  correction,  this  may  be 
a  good  time  to  sock  away  some 
income-producing  stocks.  By  and 
large  they'll  lag  growth  stocks  in  years 
like  1995  but  outperform  during 
down  market  periods.  Consider  Strat- 
ton  Monthly  Dividend  Shares  man- 
ager James  Stratton.  Forbes  rates  his 
$106  million  (net  assets)  fund  F  in 
bull  markets  but  A+  in  bear  markets. 
One  recent  pick,  which  Stratton  also 
expects  to  do  well  in  a  bull  market,  is 
US  West  Communications  Group. 
Recently  30^  a  share,  the  stock  sells 
for  12  times  latest  profits,  yields  7% 
and  is  building  its  business  in  one  of 
the  U.S.'  fastest-growing  regions. 
Another  favorite:  Delmarva  Power  & 
Light,  which  also  yields  7%. 


Special  focus 


One  outcome  of  the  recent  blowout  in 
technology  stocks:  Those  companies  that 
haven't  had  their  earnings  forecasts 
slashed  now  look  cheaper.  The  eight  tech- 
nology stocks  listed  below  lost  at  least  a 
fifth  of  their  value  since  the  end  of  June. 
As  a  result,  these  stocks  sell  for  an  average 
of  12  times  estimated  1997  earnings. 

Aftermath 


Company 
Adept  Technology 
Elcom  International 
Equinox  Systems 
Globalink 


Recent 
price 

9'/4 
ll5/8 
57/8 


1997 
est  P/E 

14 

15 

12 

10 


The  Barra  All-US  price  index  as  of  7/19/96 


12-month  closeup 


1200 
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ca 200-day  moving  average 
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Closeup  on  the  markets 


Index  or  investment 


2-week  change 


%  change  from 
1  year  ago       5-year  high 


Barra  All-US  index 

-3.5% 

13.1  % 

-7.2% 

S&P/Barra  Growth  index' 

-2.6 

19.5 

-5.5 

S&P/Barra  Value  index2 

-3.0 

16.7 

-6.9 

Dow  Jones  industrials 

-2.9 

16.9 

-6.1 

S&P  500 

-2.8 

15.4 

-5.9 

NYSE 

-2.9 

15.6 

-5.7 

Nasdaq 

-5.2  11 

14.1 

-12.1 

PSE  Tech  100 

2.0 

-17.4 

EAFE1 

-1.4 

4.3 

-4.2 

CRB  futures  index56 

-2.2 

4.2 

-7.1 

Gold  (Comex  spot) 

0.9 

-0.4 

-7.3 

Yen 6  (per  $US) 

-2.5 

22.0 

-13.0 

Oil  (W  Texas  Intermediate) 

-1.1 

m 

23.2 

-14.9 

«.   J 

The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

New  World  Communications 

21  7/8 

44% 

£-0.11 

Dialogic 

265/s 

-45% 

$1.25 

Fay's 

10  >/2 

35 

NA 

Wonderware 

8y8 

^15 

0.31 

Rexene 

13  1/4 

34 

1.68 

7th  Level 

63/8 

-44 

-0.70 

Shaw  Group 

25  3/8 

33 

0.94 

Marisa  Christina 

10  Va 

-42 

0.87 

Hollywood  Casino 

95/8 

31 

0.25 

ESS  Technology 

IOV2 

-41 

1.19 

The  best  and  worst  performing  industry  factors8 


Intergraph 

10 

10 

2-week 
change 

Since 
12/31/95 

2-week 
change 

Since 
12/31/95 

Micrografx 

ll5/8 

14 

Best 

Worst 

Micron  Electronics 

103/4 

12 

Forest  products 

8.6% 

23.4% 

Tire  &  rubber 

-10.9% 

-3.1% 

Aluminum 

2.2 

3.5 

Air  transport 

-7.7 

-5.7 

Novell 

11 

12 

Oilfield  services 

1.6 

35.4 

Chemicals 

-7.4 

4.1 

Source:  IBES  Express. 

Gas  utilities 

1.1 

8.9 

Broadcasting,  publishing 

-7.1 

-11.2 

Consumer  durables 

i  .11  ..i.i.ri.i 

0.2 

3.7 

Precious  metals 

-6.7 

16.9 

Note:  Data  for  period  ending  7/19/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82.  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan 
Stanley  Capital  International.  5lndex  of  21  commodity  futures.  'Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including 
company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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36% 

$3,025 
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140 
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38'/4 

1,943 

Goldman  Sachs 

32 
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480 
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6/27/96 

16 

165/8 

376 

Mprrill  1  vnrh 

4 

109 

Saks  Holdings/appsre!  &  fashion  stores 

n 

□/£  1/yO 

uoiaman  oaens 

21 

127 

Titanium  Metals/metal  products 

0 

6/4/96 

23 

245/8 

334 

Salomon  Brothers 

7 

113 

Western  Wireless/wireless  communications  sves 

0 

5/22/96 

23  V2 

177/8 

259 

Goldman  Sachs 

-24 

81 

Donna  Karan  International/designs  &  mkts  apparel 

n 

6/27/96 

24 

243/8 

258 

Morgan  Stanley 

2 

106 

Polymer  Group/chemicals 

n 

5/9/96 

18 

15  3/8 

256 

Goldman  Sachs 

-15 

86 

Performance  update 


BY  SCOn  DECARL0 


The  best  new  issues1 


The  new  issues  market  may  well  have 
peaked  in  the  second  quarter  of  this 
year.  Underwriters  raised  nearly  $16 
billion,  breaking  the  previous  quar- 
terly record  of  $12  billion  set  in  the 
fourth  quarter  of  1995.  Last  quarter 
also  marked  the  largest  IPO  ever: 
AT&T's  $3  billion  deal  for  18%  of 
Lucent  Technologies,  AT&T's  former 
communications  systems  and  soft- 
ware division. 

With  July's  market  pullback,  new 
issues — technology  companies  in 
particular — were  hit  hard.  The  tech- 
nology-heavy Nasdaq  is  off  12% 
from  its  June  5  record  level.  The  s&P 
500  is  off  6%  from  its  May  24  high. 

Even  if  the  overall  market  makes  a 
quick  recovery,  the  new  issues 
market  is  unlikely  to  resume  at  its 
torrid  pace.  "This  [retreat]  will  be 
healthy,  as  investors  will  look  for 
better  valuations,"  insists  Manish 
Shah,  editor  and  publisher  of  the 
IPO  Maven,  a  newsletter  covering 
new  issues. 

The  market's  recent  volatility  is 
prompting  some  firms  to  postpone 
their  offerings.  Microsurge,  a  maker 
of  surgical  devices,  Earthlink  Net- 
work, an  Internet  service  provider, 
and  Wired  Ventures,  the  parent  of 
Wired  magazin  all  recently  delayed 
their  issues. 

Note:  This  report  covers  in,  nubiic  offerings  of  common  equities  with  offering  dates  of  4/1/96  to  6/28/96,  offering  prices  of  $2.50  or  more  and  offering  values  of  $5  million  or 
more.  Closed-end  funds,  iim  1  -ships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and 
spinoffs.  Performance  through  ?  .  ast  quarter.  2The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  3Latest  12 

■ninths .*Spiit  adjusted.  Source  1  i  Co. 


Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt2 

Outdoor  Systems/advertising 

15 

$44 

Alex  Brown  &  Sons 

210% 

316 

Paravant  Computer  Systems/outdoor  computers 

5 

5 

Duke  &  Co 

193 

306 

Applewoods/personal  care  products 

2V2 

*  6 

Sterling  Foster 

160 

257 

Sykes  Enterprises/computer  services 

18 

59 

Robert  Baird 

145 

251 

Sawtek/electronics 

13 

59 

Hambrecht  &  Quist 

123 

229 

|  The  worst  new  issues1 

Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt1 

Cerion  Technologies/computer  disk  platters 

13 

$50 

William  Blair 

-65% 

37 

Infonautics/on-line  reference  services 

14 

32 

Hambrecht  &  Quist 

-59 

42 

CompuServe/interactive  computer  services 

30 

480 

Goldman  Sachs 

-54 

47 

Excite/Internet  services  &  products 

17 

34 

Robertson  Stephens 

-54 

47 

Novoste/radiation  catheters 

14 

34 

Piper  Jaffray 

-50 

53 

The  most  active  investment  bankers3 


Industries  going  public3 


Total 

Total  raised 

Total 

Total  raised 

Underwriter 

offerings 

($mil) 

Industry 

offerings 

($mil) 

Goldman  Sachs 

28 

$5,927 

Manufacturing 

254 

$13,240 

Morgan  Stanley 

32 

5,136 

Services 

193 

7,758 

Smith  Barney 

35 

3,687 

Insurance 

13 

2,440 

Merrill  Lynch 

29 

3,487 

Retailing 

24 

2,135 

Alex  Brown  &  Sons 

47 

2,229 

Finance  companies 

14 

2,066 

160 


Forbes  ■  August  12,  1996 


Fidelity  Ultra  Service  Account® 


Some  asset  management 
accounts  charge  you  $100. 
Year  after  year  after  year. 


Money  you 
could  be 
investing 
instead. 


ransferring  your  assets  to  an  active  Fidelity  Ultra  Service 


Account  does  more  for  you  than  save  an  annual  fee 


It  organizes  your  finances  for  you.  Puts  virtually  every  kind  of 
investment  right  at  your  fingertips.  Gives  you  unlimited  check- 
writing  and,  for  qualified  investors,  VISA®  Gold  Check  Card 
access.  And  consolidates  all  the  information  you  need  in 
one  easy-to-read  statement. 


Year  after  year  after  year. 


ACCOUNT  COMPARISON 


Annual 
Fee 

Discount 
Commissions 
For  All 
Customers 

Funds 

Available 

Without 

Paying 

Transaction 

Fees 

Brokers 
Available 
Weekends 
&  Evenings 

Minimum 
Investment 

Fidelity 
Ultra 
Service 
Account 

YES2 

YES3 

YES 

$ia,ooD 

Merrill 

LYNCH 
|  CMA® 

$iaa 

NO 

NO 

YES 

$20,000 

Prudential 
I  Command 
account 

$iao 

NO 

NO 

NO 

tio.noo 

Smith 
Barney 

$5D 

NO 

NO 

NO 

$lD,DOD 

Dean 
Witter 

$BD 

NO 

NO 

NO 

$10,ODO 

Plus  you  can  buy  and  sell  stocks  and  options  at  up  to  1 76%  off 
what  full-commission  brokers  charge.2  And  when  you  trade 
via  automated  phone  or  computer,  you  save  an  extra  10%. 

Fidelity  already  offers  one  of  the  biggest  selections  of  domestic 
and  international  mutual  funds  you'll  find  anywhere.  But  the 
Ultra  Service  Account  doesn't  limit  you  to  that. 


Through  |  FundsNetwork®  you  can  choose  from  more  than 
2,000  mutual  funds  from  over  200  different  companies,  with 
over  400  no-load  funds  free  of  any  transaction  fees  to  Fidelity.3 


Open  a  Fidelity  Ultra  Service  Account  today. 


Give  us  a  call. 


It's  time 


Fidelity 
investments® 


1-800-544-0003       24  hours  a  day  http://www.fid-inv.com 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.-9  p.m.  ET. 
2b/l  3496.00 1 

For  more  complete  information  on  any  Fidelity  fund  or  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a  free 
prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'There  may  be  Ultra  Service  Account  fees  for  special  services  or  under  certain  conditions;  please  consult  the  current  fee  schedule.  To  qualify  as  active,  an  account 
must  make  at  least  one  trade  per  year.  An  inactive  account  will  be  charged  a  $30  annual  fee.    'Based  on  an  April  1 ')%  survey  of  full-service  htokers  for  equity 
trades.  Minimum  commission:  $38.  Fees  and  commissions  are  subject  to  change.  Savings  will  vary  based  on  the  si/e  and  nature  of  trades.    'For  more  information  on 
the  FundsNetwork  program,  call  for  a  free  FundsNetwork  Performance  Directory.  All  fees  as  described  in  the  fund's  prospectus  still  apply.  Fidelity  Ultra  Service  is  a 
service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 


RRES     T  R  I  N  C  H  E  R  A  RANCH 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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PORTFOLIO  STRATEGY 

Time  to 
take  a  trip 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager.  His 
third  book  is 
100  Minds  that 
Made  the  Market. 


It  is  now  time  to  start  buying  large  European 
and  Japanese  stocks.  No  big  rush,  but  over 
the  next  two  years  big,  cheap,  cyclical  stocks 
in  major  markets  overseas  should  outshine  our 
homegrown  variety. 

Despite  the  July  drop,  I  haven't  yet  turned 
bearish  on  America,  but  am  getting  more 
bullish  on  the  rest  of  the  developed  world.  If 
nothing  else,  die  July  volatility  suggests  that 
there  are  better  prospects  elsewhere. 

Note:  A  few  years  back,  when  foreign  was 
faddish,  I  was  urging  you  to  stay  at  home. 
But  in  1997  I  don't  see  the  U.S.  having  the 
cyclical  advantages  I  see  overseas. 

Last  month  I  detailed  how  European  and 
Japanese  central  bankers  were  printing  money 
like  crazy  and  how  that  would  eventually  get 
their  economies  going.  The  implication,  in  my 
mind,  is  bullish  for  them.  But  there  are  lots  of 
other  signs  I  like,  too.  Japan's  unemployment 
rate  hit  an  alltime  high  in  May.  In  France  it  is 
just  shy  of  a  record.  This  is  the  yeast  bull  mar- 
kets rise  from. 

Buried  in  a  recent  Dun  &  Bradstreet  survey 
is  the  news  that  U.S.  business  executives  are 
much  more  optimistic  than  foreign  counter- 
parts. In  America,  about  45%  of  executives 
expect  higher  sales  ahead,  about  the  same  as 
last  year.  But  in  Germany,  only  17%  are  opti- 
mistic, down  from  40%  last  year.  Again,  this  is 
pessimistic  porridge  for  a  contrarian. 

Then,  too,  there's  the  question  of  risk. 
Most  of  the  diversification  benefit  from  for- 
eign investing  comes  in  a  skinny  slice  of  time. 
The  coming  years,  1997  and  1998,  look  like 
one  of  those  slices.  While  foreign  looks  good, 
the  U.S.  may  get  dicey.  Over  the  s&P  500's 
entire  history,  exactly  45%  of  all  negative  years 
were  in  the  first  year  of  a  U.S.  President's 
term.  Another  35%  of  all  the  index's  downers 
have  been  in  the  second  year.  The  first  half  of 
a  President's  term  has  had  at  least  one  nega- 
tive year  an  amazing  82%  of  the  time.  So, 
Clinton  or  Dole,  risk  rises  here  in  1997  and 
1998  while  it  dwindles  abroad. 

I'm  not  recommending  emerging  mar- 
kets— a  very  different  cycle.  I'm  recommend- 
ing only  ADRs  of  huge,  cheap,  dominant  firms 
that  will  benefit  from  a  cyclical  pickup  in  busi- 
ness activity. 

For  example,  Philips  (30,  phg),  with  $40 
billion  in  revenue,  is  Europe's  largest  elec- 


tronics firm.  It  sells  for  6  times  down  earn- 
ings, 115%  of  book  value,  25%  of  annual  rev- 
enue and  a  3.3%  dividend  yield.  Fine  balance 
sheet.  Diversified  product  line.  The  stock  is 
down  from  53  last  year  largely  because  20%  of 
sales  and  half  of  recent  operating  profits  come 
from  semiconductors,  which  are  in  a  global 
downdraft.  But  half  of  sales  and  virtually  zip 
of  recent  profits  come  from  consumer  elec- 
tronics, which  will  benefit  mightily  when 
Europe  soon  wakes  up. 

I  expect  at  least  a  double  for  Philips.  The 
company  has  enough  nonoperating  hard 
"investment"  assets  to  fully  "stub"  itself  (sell 
assets,  borrow  more  money  and  buy  back 
almost  all  of  its  shares).  I  don't  know  that  it 
will,  but  should  it  go  this  route,  I  could  see  a 
quadruple,  not  just  a  double. 

Same  size  Elf  Aquitaine  (35,  elf),  is  a 
huge  inflation  hedge  against  the  central  bank 
money  creation  that  so  impacts  my  current 
thinking.  Elf  was  the  French  government's 
petroleum  business,  privatized  in  1994.  As  the 
money  creation  stimulates  Europe's  economy, 
it  should  firm  oil  prices  and  unit  demand. 
Meanwhile,  Elf  is  doing  well  shedding  its  gov- 
ernmental past — cutting  production  costs, 
selling  unneeded  assets,  focusing  on  returns. 
It  sells  for  25%  of  revenue,  1.3  times  book 
value,  16  times  earnings  and  has  a  3.7%  divi- 
dend yield.  Expect  60. 

Casio  Computer  (97,  csioy)  can  be  mislead- 
ing. It  is  more  than  a  large  manufacturer  of 
commodity  electronics  products.  Its  watches 
and  calculators  are  now  valuable  brand  names. 

So,  Clinton  or  Dole,  risk  rises  here 
while  it  dwindles  abroad. 

It  is  also  the  leader  in  the  emerging  digital 
camera,  where  it  will  once  again  display  its 
ability  to  enter  new  markets.  All  of  this  will  be 
aided  by  an  economic  pickup.  The  stock  mis- 
leads, too.  The  p/e  seems  high  at  52  times 
down  earnings.  A  better  reflection  is  that 
Casio  sells  at  60%  of  revenue  and  1 .2  times 
book  value. 

&4Sf  (28,  basfy)  is  the  world's  number  two 
in  chemicals.  Again,  that  spells  cyclical 
bounce,  big  time.  At  50%  of  revenue,  1.6 
times  a  book  value  that  is  too  cheap,  20  times 
down  earnings,  and  with  a  3.2%  dividend 
yield,  this  all  makes  me  see  at  least  75.  ■■ 
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0  BIRINYI  JR. 


,  II 

Laszlo  Binnyi  Jr.  is 
president  of  Binnyi 
Associates,  a 
Greenwich,  Conn.- 
based  financial  con- 
sulting firm. 


THERE  ark  TIMES  when  the  stock  market 
seems  dysfunctional.  Take  July.  The  first  week 
began  with  a  75-point  rally  and  ended  with  a 
1  1 5-point  loss.  The  second  week  was  even 
worse.  In  one  sense,  this  isn't  surprising. 
There  were  some  bad  earnings  reports,  and  it 
is  the  market's  job  to  react  to  disappointing 
earnings.  Unfortunately,  the  volatility  isn't 
likelv  to  end  with  that.  There's  another  factor 
that  makes  it  likely  that  volatility  will  contin- 
ue. I'm  talking  about  the  way  the  stock 
market  has  gotten  tied  to  the  bond  market  in 
investors'  eyes. 

Some  Wall  Street  strategists  suggest  that 
there  is  a  long  historical  relationship  between 
stocks  and  bonds.  But  as  a  former  resident  of 
the  world's  foremost  bond  arena  of  the 
1970s  and  early  1980s — Salomon  Brothers — 
I  would  dispute  that  point.  In  the  early 
1980s  the  bond  market  was  pretty  much  the 
turf  of  the  Great  Gatsbys,  Salomon  and  the 
guys  in  Washington. 

Stock  traders  knew  about  as  much  about 
interest  rates  as  they  did  about  the  Japanese 
market,  which  is  to  say  next  to  nothing.  And 
even  though  Salomon  was  the  home  of  both 
Henry  Kaufman  and  Sydney  Homer,  who 
practically  invented  the  notion  of  bond 
research,  those  of  us  on  the  equity  side  of  the 

The  volatility  will  be 
unsettling,  and  overall 
the  stock  market  isn't 
going  anywhere. 

trading  floor  paid  little  attention  to  bonds. 

The  explosion  of  the  federal  debt,  the 
introduction  of  new  vehicles  such  as  mort- 
gage-backed bonds,  the  quantification  of 
bond  trading  and  so  forth  have  irrevocably 
altered  that  market.  It  has  become  volatile 
and  speculative. 

Equity  investors  now  focus  on  bonds 
because  interest  rates  are  the  only  daily 
barometer  of  the  health  of  the  economy. 
Earnings  are  reported  quarterly,  consumer 
price  data  monthly  and  money  supply  weeklv, 
but  every  single  day  we  have  the  bond  market 
Lin  ing  off  apparent  signals.  Since  these  signals 
<  ften  contradict  one  another,  the  bond 


market  itself  behaves  whimsically,  reacting  to 
the  Eed's  confidence  data  for  Atlanta  or 
unemployment  in  the  state  of  Utah — every- 
thing but  football  scores.  Thus  the  bond 
market  has  become  a  new  source  of  volatility 
for  stocks. 

Unfortunately,  too  many  of  these  reports 
are  apparently  random  and  frequently  subject 
to  later  revision.  So  you  have  the  gigantic 
bond  market  reacting  to  often-random  num- 
bers and  taking  the  stock  market  with  it. 
Volatility — wide  swings  with  no  real  justifica- 
tion— becomes  the  order  of  the  day. 

Okay,  you're  an  ordinary  investor  with  no 
interest  in  this  noise.  What  do  you  do?  I  con- 
tinue to  think  we  are  going  to  trade  in  the 
5300  to  S700  area,  with  occasional  intraday 
forays  outside  of  those  bands.  And  the  bond 
market  is  likely  to  trade  in  the  area  of  6K%  to 
714%  on  the  long  end.  I  don't  think  the  July 
unpleasantness  is  the  start  of  anything  really 
bad,  but  the  volatility  will  be  unsettling,  and 
overall  the  stock  market  isn't  going  anywhere. 
I  said  in  my  May  20  column  that  this  would 
be  a  good  time  to  follow  the  old  axiom  "sell 
in  May  and  go  away."  I  did  not  mean  sell 
everything.  I  meant  stay  on  the  sidelines 
for  a  while. 

If,  however,  your  portfolio  is  heavily  popu- 
lated with  stocks  that  got  caught  in  July's 
downdraft,  my  advice  is  to  sell — especially  if 
you  can't  remember  why  you  bought  the 
stock.  Unless  you  live  south  of  San  Francisco 
or  in  a  Seattle  suburb,  you  probably  do  not 
understand  software,  Internet,  networking 
stocks.  And  beware,  they  can  go  down  just  as 
quickly  as  they  went  up.  In  volatile  times,  the 
volatility  of  volatile  stocks  goes  up,  not  down. 

I  still  proffer  my  May  advice.  But  if  you  are 
going  to  own  stocks,  buy  large  ones.  Small 
stocks  hate  indecisive  markets.  The  players  in 
such  markets  are  not  blessed  with  patience. 
Most  marketmakers  in  unlisted  stocks  play 
with  their  own  money,  and  if  the  arena  in 
which  they  are  playing  is  not  working  in  their 
behalf,  they  will  find  something  else  to  do. 

In  the  large-stock  area  I  continue  to  beat 
the  drum  for  Philip  Morris  ( 100),  Aetna  (60), 
Bankers  Trust  (73),  Wells  Fargo  (225)  and 
Lowe's  Cos.  (79). 

Big,  dull  and  somewhat  boring,  but  boring 
isn't  bad  if  you  want  a  haven  against  the 
meaningless  volatility  we  are  all  going  to  have 
to  live  with. 
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Bear  market? 
Probably, 
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You  MAY  think  that  the  stock  market's  mid- 
July  volatility  is  extraordinary,  but  put  it  in 
perspective  by  talking  with  anyone  who  has 
been  investing  for  longer  than  six  years: 
Corrections  of  10%  to  20%  are  entirely  typi- 
cal. And  with  the  Dow  Jones  industrial  aver- 
age trading  only  about  8%  below  its  high  in 
late  May,  this  correction  probably  has  consid- 
erably further  to  go. 

In  other  words,  the  recent  volatility  is  here 
to  stay.  If  you  find  this  much  uncertainty 
intolerable,  the  usual  knee-jerk  response 
from  Wall  Street  is  "If  you  can't  stand  the 
heat,  get  out  of  the  kitchen."  I  think  that's 
bad  advice,  however.  You  don't  have  to 
swear  off  stocks  in  order  to  reduce  volatility 
to  more  tolerable  levels.  My  Hulbert 
Financial  Digest  investment  letter  monitor- 
ing service  confirms  that  a  few  market  timers 
are  able  to  reduce  volatility  by  as  much  as 
one-third  to  one-half  while  nevertheless 
equaling,  if  not  exceeding,  the  stock  mar- 
ket's return.  In  my  view  this  is  not  a  time  to 
abandon  equities  but  rather  to  either  reduce 
volatility  or — if  you  have  a  gambling 
streak — try  to  take  advantage  of  it. 

Consider  Investors  Intelligence,  edited  by 
Michael  Burke.  It  is  one  of  the  very  best 
timers  over  the  last  decade,  having  made  the 
honor  roll  in  the  FoRBEs/Hulbert 
Investment  Letter  Survey  (Forbes,  Jan.  30, 
1995).  A  portfolio  that  switches  between  an 
index  fund  and  cash  on  Burke's  signals  has 
been  45%  less  volatile  than  a  buy-and-hold 
portfolio.  However,  despite  his  portfolio's 
incurring  only  slightly  more  than  half  the 
stock  market's  risk,  Burke's  timing  has  beat- 
en a  buy-and-hold  strategy  by  1.3%  per 
year— 14.4%  to  13.1%. 

What  makes  Burke's  timing  advice  stand 
out  from  the  field  is  that  he  is  neither  a  bull- 
ish nor  a  bearish  stopped  clock.  Unlike  some 
perennial  bears  who  thus  sidestepped  the 
July  correction,  Burke  was  fully  invested  in 
U.S.  stocks  up  until  May  21  of  this  year. 
And  he  was  80%  invested  from  then  until 
June  17,  when  he  moved  to  being  only  20% 
invested — well  in  advance  of  the  sharp  mid- 
July  correction. 

In  the  wake  of  that  correction  Burke  is 
maintaining  his  20%  invested  posture.  He 
believes  that  serious  technical  damage  has 


been  done  to  this  market  and  that  the  path 
of  least  resistance  is  down.  "It's  only  the 
first  inning  of  the  down  move,"  he  says. 
"And  we  urge  caution  and  keeping  the 
defense  on  the  field." 

Another  top  timer  over  the  last  decade  is 
Systems  &'  Forecasts,  edited  by  Gerald  Appel. 
(This  service  also  made  it  onto  the 
FORBEs/Hulbert  Investment  Letter  Survey 
honor  roll.)  Appel's  timing  model,  which  he 
calls  Time  Trend,  has  beaten  a  buy-and-hold 
over  the  last  decade  by  an  average  of  1.1% 
per  year.  And  it  has  done  so  with  30%  less 
volatility  than  the  market — another  winning 
combination. 

Like  Burke,  Appel  participated  in  almost 
all  of  the  rally  during  the  first  part  of  1996. 
He  was  fully  invested  until  June  18,  for  exam- 
ple, and  has  been  in  cash  ever  since.  Appel 
thinks  it  likely  that  we  have  entered  a  long- 
term  bear  market,  but  it's  unlikely  he  will 

Volatility  can  be  your 
Mend — if  you  are 
a  market  timer. 


remain  in  cash  for  long.  His  Time  Trend 
model  is  quite  active,  issuing  a  switch  every 
three  to  four  weeks  on  average.  So  even  if  we 
have  entered  a  secular  bear  market,  a  Time 
Trend  buy  signal  for  a  tradable  rally  could  be 
coming  soon.  After  the  crash  of  1987,  for 
example,  Appel's  reentry  buy  signal  came 
within  three  weeks. 

Appel  in  particular  illustrates  why  following 
a  top -performing  market  timer  can  be  more 
valuable  than  making  sweeping  long-term 
predictions.  The  market  doesn't  move  in  a 
straight  line,  after  all.  To  a  good  market 
timer,  volatility  represents  opportunity.  To 
more  conservative  investors,  it  signals  a  more 
defensive  posture  but  not  necessarily  an  all- 
cash  one.  Going  into  cash  can  cost  you  huge 
capital  gain  tax  liabilities  that  could  exceed 
your  paper  losses.  It  could  also  cost  you  your 
positions  in  great  stocks. 

The  general  consensus  from  the  best-per- 
forming market  timing  letters:  Yes,  we  proba- 
bly have  seen  the  market's  highs  for  this  cycle 
and  have  quite  probably  entered  a  bear  mar- 
ket. But  this  doesn't  translate  into  sell  every- 
thing and  go  into  hibernation.  ■■ 
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It  has  finally  begun.  I'm  speaking  of  the 
enormous  pummeling  the  fantasyland  market 
for  aggressive  growth  stocks  and  ipos  has 
been  taking  in  the  past  several  weeks.  It  has 
been  brutal.  Nasdaq,  for  example,  had  an 
intraday  drop  on  July  10  that  was  larger  than 
that  for  the  day  of  the  crash  in  1987.  Like 
sizzlers  doused  in  water,  America  Online  is 
down  from  its  high  of  78,  to  38,  where  it 
now  trades  at  a  modest  166  times  earnings, 
while  Presstek,  almost  200  in  June,  is  down 
to  about  58,  and  now  priced  at  a  bargain 
P/E  of  212. 

Is  it  over?  For  the  blue  chips  I  think  we  are 
in  a  very  normal  and  long  overdue  correction 
that  has  a  way  to  go.  But  I  wouldn't  disturb 
good  long-term  commitments  where  capital 
gains  tax  liabilities  would  be  involved.  The 
correction  should  present  some  buying 
opportunities  before  it  ends,  but  as  for  the 
aggressive  growth  stocks,  you  ain't  seen  noth- 

Sell  your  aggressive 
growth  funds  now,  before 
they  become  wallpaper. 


ing  yet.  Don't  mess  around  waiting  for  a  rally. 
Take  your  medicine  now  and  get  out. 

Enormous  amounts  of  new  money  have 
poured  into  aggressive  growth  funds  in  recent 
years.  According  to  Morningstar,  at  the  end 
of  May,  32  aggressive  growth  funds  had  p/es 
ranging  from  58  to  42.  These  are  not  small 
hinds.  Together  they  manage  assets  of  over 
$27  billion.  For  a  while  it  was  a  self-fulfilling 
prophecy  for  the  Top  Guns  running  these 
funds.  As  the  tidal  wave  of  new  money  hit, 
many  of  them  bought  about  the  same  names, 
powering  prices  up  almost  vertically  in  what 
were  usually  very  illiquid  markets. 

Ascend  Communications  is  owned  by  20 
of  the  32  highest-p/E  funds,  Cascade 
Communications  by  19  and  Phycor  by  15. 
Ascend  Communications,  for  example, 
which  increased  eightfold  to  the  end  of 
19  5  saw  gigantic  new  flows  of  cash 
poured  into  it  this  year  by  this  same  group 
of  funds.  By  May  17  it  had  increased  four- 


teenfold,  supported  by  heavy  buying  by  the 
pbhg  funds,  among  others.  Owning  a  large 
number  of  aggressive-growth  funds  doesn't 
help,  because  they  all  own  pretty  much  the 
same  merchandise. 

So  look  out  below  as  redemptions  pour 
in.  You  think  down  50%  is  bad?  In  1973-74, 
when  investors  paid  over  50  times  earnings 
for  large-cap  growth  stocks,  some  of  them 
dropped  over  75%.  They  had  an  average  p/e 
of  51  in  early  1973  and  12  just  18  months 
later.  And  these  were  companies  with  rapidly 
expanding  markets,  companies  that  traded 
hundreds  of  thousands  or  millions  of  shares 
each  day.  When  the  major  institutional  hold- 
ers all  stampeded  to  sell  at  the  same  time, 
the  question  became  to  whom.  There  were 
no  buyers.  Think  how  much  worse  it  can  be 
when  the  hot  money  is  concentrated  not  in 
big  stocks,  as  in  1973,  but  in  small  stocks, 
as  in  1996. 

To  get  an  idea  of  what  may  happen  in  a 
bear  market,  glance  through  the  pages  of  the 
Forbes  Mutual  Funds  issue  (Aug.  28,  1995) 
to  see  how  aggressive  growth  funds  per- 
formed in  past  downturns.  Your  first  shock 
will  come  when  you  realize  that  many  of 
them  haven't  been  around  long  enough  to  be 
rated  this  way.  Those  that  have  been  don't 
inspire  great  confidence. 

Look  at  Keystone  American  Hartwell 
Emerging  Growth,  which  has  the  highest 
p/e  multiple  of  the  Morningstar  group  at 
58.  What  kind  of  sizzling  returns  did 
investors  get  for  such  lofty  multiples  in  the 
past?  Try  a  mediocre  11.8%  a  year  for  the 
15  years  ending  Apr.  30,  1996,  3.6%  annu- 
ally below  the  S&P  500.  Bear  market  rating 
for  the  Hartwell  fund,  according  to  Forbes, 
is  an  F,  the  ranking  given  to  the  poorest- 
performing  5%  of  funds  over  at  least  two 
bear  markets. 

The  precipice  yawns.  As  I  already  said, 
none  of  this  means  you  should  dump  good 
stocks  or  value-oriented  mutual  funds. 
Forbes'  mutual  funds  survey  can  guide  you 
to  funds  that  have  strong  bear  market  show- 
ings combined  with  strong  up-market  results. 
Among  stocks  you  should  stay  with  are  names 
like  Fannie  Mae  (84),  p/e  14,  yield  1.6%; 
Texas  Instruments  (43),  p/e  10,  yield  1.6%; 
Banc  One  (33),  p/e  10,  yield  4%.  ■■ 
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What  NOW?Avoid  the  cyclicals.  Despite  a 
zippy  economic  setting,  the  returns  on  low- 
multiple  stocks  like  automobiles,  airlines  and 
commodity  plays  have  disappointed.  Supply 
and  demand  have  caught  up  with  aluminum, 
steel,  copper  and  semiconductors.  While  the 
market  is  sluttish  about  inflation,  there  is 
deflation  in  commodities  prices  for  metals 
and  most  grains. 

Poor  returns  for  statistically  cheap  stocks 
could  last  for  years.  The  icons  of  value  invest- 
ing can't  avoid  the  choppy  air,  either. 
Vanguard's  Windsor  Fund  and  Michael 
Price's  Mutual  Shares  Fund  are  worth  a  quick 
CAT  scan.  Windsor,  at  $15  billion,  has  bet- 
tered the  S&P  500's  five-year  returns  by  3%. 
But  looking  ahead,  Windsor  may  face  some 
hard  times.  Its  largest  holdings  embrace 
autos,  banks  and  natural  resources  such  as 
Atlantic  Richfield  and  Reynolds  Metals.  I  like 
its  Apr.  30  cash  position  of  16%,  but  extreme- 
ly heavy  weighting  in  papers,  11%,  and  finan- 
cial services,  19%,  could  be  troublesome. 

Wellington  Management,  Windsor's  advis- 
er, is  not  bashful  about  overweighting  or 
underweighting  sectors,  but  triple-weighting 
autos,  12%  of  assets,  is  a  gutsy  call,  as  is  hav- 
ing 25%  of  assets  in  basic  materials.  Maybe 
commodity  inflation  is  around  the  corner, 
but  right  now  we  have  overcapacity  in  paper 
and  aluminum. 

Windsor  holds  5%  of  its  assets  in  Citicorp,  a 
good  call.  There  are  3%  holdings  in  Atlantic 
Richfield,  Burlington  Resources,  Ford  and 
Chrysler,  along  with  lots  of  Georgia-Pacific 
and  Compaq.  This  could  be  a  dead  man's 
hand  if  the  Fed  stops  out  the  economy. 

Despite  all  the  hoopla  about  Michael 
Price's  investment  in  Chase  Manhattan,  his 
Mutual  Shares  Funds'  ten-year  record,  almost 
15%  per  annum,  slightly  underperformed  the 
s&P  500.  In  zippy  1995  its  29.1%  gain  was 
mediocre.  What  I  find  so  disconcerting  about 
all  mutual  fund  reports  is  that  they  don't 
include  a  current  portfolio.  Only  year-end 
and  semiannual  reports  do  this.  Most  of  the 
year  the  investor  cannot  examine  the  goods. 
Where  is  the  SEC  on  this? 

Price  held  6%  of  his  assets  in  Chase.  No 
other  holding  came  close  in  concentration, 
but  there  were  several  2%  positions,  such  as 
Sprint,  U  S  West,  RJR  Nabisco  and  Tenet. 

Price  operates  mainly  in  midcapitalization 
properties.  Investors  probably  wouldn't  rec- 


ognize more  than  half  of  his  portfolio  inven- 
tory. There's  nothing  wrong  with  this 
schema,  but  it  raises  questions  about  liquidity 
in  a  down  cycle.  A  midcap  portfolio  in  a  bear 
market  is  no  hedge  at  all. 

I'm  cold  on  the  value  stocks  and  value 
players,  but  the  other  end,  the  high-priced 
growthies,  makes  me  nervous,  too.  While 
the  cyclicals  and  low-multiple  stocks  have 
lagged,  the  price/earnings  ratio  for  Coca- 
Cola  has  widened  relative  to  the  market. 
Coke  sells  at  30  times  1997  consensus  pro- 
jections, 20%  higher  than  a  year  ago.  Is  there 
a  new  class  of  Nifty  Fifty  forming,  perhaps  a 
Nifty  Twenty-Five?  The  prerequisite  for  get- 
ting on  the  list  is  a  predictable  three-year 
high-teens  growth  rate. 

I  glanced  at  Morgan  Stanley's  list  of  the 
new  Nifty  Fifty  and  got  turned  off.  Too  many 
also-rans:  IBM,  Heinz,  AMP,  AT&T,  Conagra, 
cpc,  Du  Pont,  General  Mills,  Sara  Lee  and 
Texas  Instruments.  They  all  have  near-term 
earnings  problems.  The  last  thing  you  want 
to  do  in  a  pricey  market  is  buy  into  institu- 
tionally owned  stocks  that  don't  make  their 
numbers.  They  take  them  to  the  wall  and 
shoot  them  full  of  holes. 

I  couldn't  find  more  than  a  Nifty  Ten  with 
impeccable  growth  rates:  Cisco,  Coca-Cola, 
Gillette,  Intel,  Johnson  &  Johnson, 
Microsoft,  Oracle,  PepsiCo,  Pfizer  and  Philip 
Morris.  Aside  from  Philip  Morris  and  Intel, 
which  sell  below  the  market's  valuation, 
growth  isn't  as  cheap  as  Morgan  Stanley 
makes  it  out  to  be.  Oracle,  Cisco,  Microsoft 

The  last  thing  you  want  to  do 
in  a  pricey  market  is  buy  into 
institutionally  owned  stocks  that 
don't  make  their  numbers. 


and  Coca-Cola  sell  between  25  and  30  times 
forward  12  months'  earnings  projections. 

So,  no  sanctuary  in  the  Nifty  Fifty.  Most  of 
the  names  don't  qualify  by  my  definition,  and 
many  that  do  are  priced  out  of  sight. 

The  best  bet  right  now  for  the  investor 
rests  in  the  big,  midteen  growthies — pharma- 
ceuticals such  as  Pfizer,  Amgen  and  Johnson 
&  Johnson;  the  Pepsis  and  McDonald's;  and 
multinationals  such  as  UTX  and  Xerox. 
Earnings  are  dependable  and  relatively  safe 
from  surprises.  Hi 
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Phony  provenances 
shake  the  art  world 

Bought  any  20th-century  art  in  the  last  seven  years? 

Better  check  the  documentation.  The  darned  thing  could  be  a  fake. 


By  Doris  Athineos 

The  chilling  news  from  Scotland 
Yard  this  past  June  is  still  causing 
tremors  in  the  art  community.  The 
agency's  art  and  antiques  unit 
revealed  that  a  brazen  team  of  art 
forgers  had  infiltrated  the  revered 
Tate  Gallery  Archives,  Britain's  repos- 
itory of  records  of  20th-century  art. 

The  scheme  was  ingenious.  It 
involved  three  Anglo-French  scam- 
sters.  One  of  them  created  illustrious 
histories  for  fakes  that  were  fresh  off 
the  easel  of  the  second  collaborator. 
The  third  crook  sold  the  bogus 
works.  Anyone  who  checked  the  Tate 
for  the  provenance  of  the  works 
would  get  corroboration  from  doc- 
tored files. 

The  scam  surfaced  when  a  dealer 
discovered  phony  pedigrees  ascribed 
to  watercolors  by  British  abstract 
painter  Ben  Nicholson.  Scotland 
Yard  wasn't  surprised;  it  had  already 
uncovered  other  bogus  Nicholsons, 
as  well  as  other  fakes  that  were 
wrongly  attributed  to  Swiss-born 
Alberto  Giacometti  and  American- 
born  Jacob  Epstein.  Those  fakes, 
too,  had  phony  provenances,  and  it's 
believed  the  same  gang  is  responsi- 
ble. There  is  speculation  that  the 
gang  also  faked  works  credited  to  Le 
Corbusier  and  Rene  Magritte. 

Independently,  Forbes  has  discov- 
ered that  the  gang  also  may  have 
manufactured  phony  Dubuffets  (see 
box,  p.  171).  It's  feared  works  by 
other  artists  may  have  been  faked, 
too.  For  the  fox  has  been  in  the  hen- 
house for  yeai  s.  The  man  arrested  for 
doctoring  records  was  reportedly  a 
Tate  benefactor  who  had  ready  access 
to  the  Tate  archives  since  1989.  Who 
knows  what  other  20th-century 


Scene  of  the  crime 
London's  Tate  Gallery  Archives 


works  now  listed  in  auction  catalogs 
or  hanging  on  collectors'  and  muse- 
ums' walls  are  also  fakes? 

The  scandal  is  causing  closer  scruti- 
ny of  all  20th-century  art.  Why  20th- 
century?  Many  works  by  artists  of  this 
century  are  not  fully  documented, 
and  the  provenances  are  easier  to 
manufacture.  Provenances  are  impor- 
tant because  they  not  only  help 
authenticate  a  work  but  also  often 
add  value.  Buyers  will  pay  more  for  a 
painting  once  owned  by  a  famous 
collector.  "The  emphasis  on  prove- 
nance has  created  a  whole  new  busi- 
ness for  forgers,"  says  Constance 
Lowenthal,  executive  director  of  the 
International  Foundation  for  Art 
Research  in  Manhattan. 

Like  stickers  on  a  steamer  trunk, 
labels  stuck  on  a  painting's  backside 
chronicle  its  trip  through  galleries, 
museums  and  private  collections.  As 


the  work  winds  its  way  through  the 
museum  circuit  on  exhibit,  it  also 
earns  letters  and  clips  from  critics,  art 
historians  and  curators.  This  docu- 
mentation confers  status  and  authen- 
ticity, and  gives  collectors  confidence 
to  pay  big  bucks. 

But  who's  to  say  if  any  of  it  is  true? 
Auctioneers  don't  guarantee  prove- 
nance, and  dealers  only  do  if  it's  writ- 
ten on  the  receipt.  "Auction  houses 
often  have  very  loose  provenances," 
charges  Ann  Freedman,  president  of 
Knoedler  gallery  in  New  York. 
"Sometimes  we're  named  when  we 
didn't  sell  a  work,  and  sometimes 
we're  omitted  when  we  did."  Such 
omissions  and  mistakes  invite  fraud. 

"The  provenance  is  the  easiest 
thing  of  all  to  invent,"  warns  London 
dealer  Ivor  Braka.  "It's  easy  to  con- 
struct a  plausible  paper  trail  to  hood- 
wink people." 

Braka  ought  to  know.  Three 
months  ago,  before  Scotland  Yard's 
secret  investigation  became  public,  he 
was  almost  stung  by  an  Englishman 
peddling  an  Alberto  Giacometti 
painting.  The  portrait  looked  good, 
especially  with  a  faded  Guggenheim 
Museum  label  from  the  late  1950s 
and  a  sticker  from  the  now  defunct 
Willard  Gallery  stuck  on  the  back. 
The  seller  said  he  represented  a  syn- 
dicate of  investors  who  were  hot  to 
cash  in.  He  waved  letters  by  the  right 
experts — written  on  museum  and 
gallery  letterhead.  All  impressive 
stuff.  But  before  Braka  forked  over 
the  $500,000  asking  price,  he  decid- 
ed to  perform  some  due  diligence  of 
his  own. 

He  showed  the  work,  "A  Portrait 
of  Annette,"  to  fellow  dealer  Thomas 
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A  MAN'S  GUIDE  to  hiry%n.g  DIAMONDS 


Buy  the  wrong  STOCK,  you  lose  MONEY. 

Buy  the  wrong  DIAMOND,  you  SLEEP  on  the  couch. 

You  love  her  and  she  loves  you.  But  you  still 
want  to  impress  her.  With  your  gift,  your  good 
taste,  and  your  knowledge  of  diamonds.  But  don't 
forget  that  she  may  know  enough  about  diamonds 
to  recognize  a  great  one,  or  an  average  one,  when 
she  sees  it. 

To  know  diamonds  is  to  know  her.  Find  out  what 
she  has  her  heart  set  on.  Try  browsing  with  her, 
window  shopping,  watching  her  reactions  to  other 
women's  jewelry.  Go  by  body  language,  not  just 
by  what  she  says.  The  simplicity  of  a  diamond 
solitaire  is  irresistible  to  many  women.  This  can 
make  shopping  easier  for  you,  allowing  you  to  focus 
on  the  beauty  of  the  stone.  She  may  find  a  solitaire 
necklace  or  solitaire  ear  studs  beautifully  classic, 
yet  wearable  every  day.  On  the  other  hand,  if  it's 
an  anniversary  you're  celebrating,  there's  nothing 
quite  like  a  Diamond  Anniversary  Band  for  the 
10th  anniversary,  or  an  exceptional  25th 
Anniversary  Diamond. 

Like  people,  no  two  diamonds  are  alike.  Formed 
in  the  earth  millions  of  years  ago,  diamonds  are 
found  in  the  most  remote  corners  of  the  world. 
De  Beers,  the  world's  largest  diamond  company, 
has  over  100  years'  experience  in  mining  and 
valuing.  They  sort  rough  diamonds  into  over  5,000  grades  before  they  go  on  to  be  cut  and  polished.  So  be  sure  you 
know  what  you're  buying.  Two  diamonds  of  the  same  size  may  vary  widely  in  quality.  And  if  a  price  looks  too  good 
to  be  true,  it  probably  is.  Maybe  a  jeweler  is  a  man's  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be 
attracted  to  a  jeweler  just  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends 
who've  gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently.  You 
want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  -I  C's,  They  are:  Cut, 
not  the  same  as  shape,  but  refers  to  the  way  the  facets,  or  flat  surfaces,  are  angled.  A  better  cut  offers  more  brilliance; 
Color,  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks,  or  "inclusions,"  the  better;  Carat  weight,  the 
larger  the  diamond,  usually  the  more  rare.  Remember,  the  more  you  know,  the  more  confident  you  can  be  in  buying 
a  diamond  you'll  always  be  proud  of.  Learn  more.  For  the  booklet  "How  to  buy  diamonds  you  11  be  proud  to  give, "  call 
1-800-FOREVER,  Dept.  23. 

Compromise  now?  Where's  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something  that  reflects 
how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to  mention  as  beautiful  as  that 
totally  perplexing  creature  who  will  wear  it. 


Sponsored  by  the  Diamond  Information  Center 

A  diamond  is  forever. 
De  Beers 


BeBeers  Consolidated  Mines,  Ltd.,  Est.  1H8K. 


Gibson,  .1  Giacoractti  specialist. 
Gibson  had  bad  \ibes  about  it  and 
sent  photos  to  James  Lord,  author  of 
Giacometti:  A  Biography,  and  a  friend 
of  the  late  artist .  Lord  denounced  it 
as  fake.  "The  fakers  were  very  clever," 
says  Braka.  "They  went  back  to  a 
defunct  New  York  gallery  so  there- 
was  no  way  of  checking." 

But  few  dealers  go  to  such  lengths 
to  check.  Most  of  them  would  have 
been  content  with  researching  in  the 
Tate  Gallery  Archives.  It's  where 
people  can  go  to  trace  a  modern 
painting's  history — through  catalogs, 
letters,  invoices  and  stock  lists  given 
to  the  archives  by  artists'  executors. 
Until  now,  no  one  ever  had  any 
reason  to  doubt  the  Tate.  But  that 
was  before  this  fraudster  began  slip- 
ping doctored  documents  onto  the 
shelves.  He  was  extremely  clever.  "He 
also  put  fake  documentation  on 
authentic  pictures  just  to  mix  it  up," 
says  a  prominent  London  dealer.  He 
didn't  restrict  himself  to  the  Tate, 
either.  He  also  got  into  the  libraries 
at  the  British  Council — 
the  cultural  arm  of  the 
British  Foreign  Service — 
and  the  Victoria  and 
Albert  Museum. 

Auction  houses  on  both 
sides  of  the  Atlantic  are 
bracing  for  a  rough  ride. 
Since  1989  tens  of  thou- 
sands of  modern  works 
have  traded  hands  at  auc- 
tion, and  a  lot  of  nervous 
collectors  will  be  asking 
questions  about  prove- 
nances."A  number  of  law- 
suits are  brewing  here," 
says  a  New  York  dealer. 

The  mayhem  created  by 
the  Anglo-French  trio 
simply  brings  to  the  sur- 
face a  problem  that  has 
existed  for  a  long  time. 
Even  authentic  paintings 
sometimes  acquire  bogus 
credentials.  In  June,  for 
example,  Christie's  catalog 
cited  the  Isaacs  Gallery  in 
Toronto  as  having  once 
owned  a  Ben  Nicholson 
painting  that  v\  is  slated  to 
go  for  $280,000  to 
$370,000.  But  Forbes 
discovered  that  the  now 
defunct   gallery  m 


framed  the  picture.  "I  used  to  adver- 
tise my  framing  services  by  sticking 
my  name  on  the  backs  of  paintings," 
says  former  owner  Avrom  Isaacs.  Sir 
Alan  Bowness,  an  art  historian  work- 
ing on  Nicholson's  catalogue  raison- 
ne,  says:  "It's  a  perfectly  genuine  pic- 
ture." Just  misdescribed. 

It  isn't  hard  to  find  false  prove- 
nances. In  June,  for  example,  Sothe- 
by's modern  art  auction  catalog  listed 
the  Annely  Juda  Fine  Art  gallery  as 
once  having  sold  a  small  Ben  Nichol- 
son painting  entitled  "Painting 
1938."  But  the  dealer  says  she  had 
the  work  on  consignment  for  only 
two  weeks  in  1987  and  couldn't  sell 
it.  "We  shouldn't  be  there,"  says 
Juda.  "We  never  owned  or  sold  it." 

Shouldn't  auction  houses  check 
more  carefully?  Easier  said  than  done. 
Christie's  and  Sotheby's  specialists 
cataloged  about  4,000  impressionist 
and  modern  artworks  in  the  last  year 
alone.  Catalogers  don't  have  time  to 
verify  what  they  read  on  the  back  of 
every  painting,  especially  those  worth 


"Portrait  of  Annette"  by  Alberto  Giacometti.  This  one  is  real. 
Scotland  Yard  has  uncovered  other  fake  Giacomettis. 


less  than  $50,000.  "New  buyers  see 
the  provenance  printed  in  an  auction 
catalog  and  think  it's  true,"  says  a 
prominent  London  dealer,  "but  the 
art  trade  knows  a  lot  slips  through 
the  cracks." 

Insiders  know  that  there's  often  no 
way  to  track  down  who  has  owned  a 
painting.  Some  collectors  are  notori- 
ously tight-lipped — why  invite  IRS 
scrutiny  or  alert  would-be  thieves? 

So  how  do  you  protect  yourself 
when  buying  art?  Don't  accept  any 
provenance  at  face  value.  Ask  for  doc- 
umentation— preferably  originals,  not 
third-generation  photocopies.  Deal- 
ers won't  mind  if  you  call  them  to 
verify  the  provenance  listed  in  an  auc- 
tion catalog.  "We'd  rather  be  called," 
says  dealer  Carole  Pesner  of 
Kraushaar  Galleries  in  New  York, 
"than  be  associated  with  a  picture  we 
never  owned  and  can't  authenticate." 

Also  contact  art  experts  who  have 
supposedly  written  about  the  works. 
Talk  to  the  registrar  at  any  museum 
cited.  If  you  don't  want  to  go 
through  all  these  hoops 
%  yourself,  hire  an  art  history 
graduate  student  to  do  it 
for  you.  If  all  this  is  too 
much  trouble,  resign  your- 
self to  owning  some  things 
that  aren't  quite  what  auc- 
tion houses  say  they  are. 

Provenance  errors  are  rel- 
atively common  on  less- 
expensive  works,  but  a  mis- 
take in  provenance  doesn't 
mean  a  work  is  bogus.  Nor 
should  a  relatively  short 
provenance  be  deemed  sus- 
picious. Often  the  best 
provenance  is  short  and 
sweet — artist's  studio, 
family,  descendants,  prima- 
ry dealer  or  one  noted  col- 
lector. What  matters  most, 
of  course,  is  the  authentici- 
ty of  the  work.  Most  big- 
name  artists  are  represented 
by  foundations  that  vet 
paintings.  For  a  fee  of  $200 
to  $600  they  will  furnish 
vou  with  a  photocertifi- 
cate — a  photograph  of  the 
work  with  a  written  opinion 
on  the  reverse.  But  even 
these  foundations  are  now 
feeling  skittish  and  may  ask 
to  see  the  work  in  person. 
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Et  tu, 
Dubuffet? 


A  PROMINENT  London  art 
dealer  tipped  off  Forbes 
that  a  trio  of  forgers  might 
have  manufactured  works 
attributed  to  Jean  Dubuf- 
fet, just  as  they  created 
works  attributed  to  Gia- 
cometti  and  others.  He 
steered  us  to  three  of 
Dubuffet's  "Cow"  draw- 
ings, which  were  last  put 
up  for  auction  at  Sothe- 
by's in  London  in  1993. 
In  checking  the  tip,  we  ran 
into  some  scary  facts. 

The  first  warning  on  the 
three  drawings  was  that 
none  of  them  appear  in 
any  of  the  38  books  that 
chronicle  Dubuffet's 
known  works.  (The  artist 
died  in  1985.) 

Red  flag  number  two 
was  the  fishy-looking 
provenance  and  exhibition 
history  listed  in  the  Sothe- 
by's catalog.  It  indicated 
that  all  three  drawings  had 
previously  been  offered  by 
the  O'Hana  Gallery  in 
London.  But  the  O'Hana 
didn't  sell  Dubuffets,  and 
it  went  out  of  business  in 
1971.  Scamsters  love  to 
cite  closed  galleries  when 
creating  pedigrees  for 
phony  works.  The 
Hanover  Gallery  in 


London,  closed  in  1973,  is 
another  favorite.  How  do 
you  check  the  records  of  a 
defunct  gallery? 

Fortunately  for  us,  the 
O'Hana  Gallery  had 
turned  over  all  its  files  to 
that  central  storehouse  for 
information  about  20th- 
century  art,  the  Tate 
Gallery  Archives.  What 
could  be  more  reputable? 
We  called  the  Tate  and 
asked  if  it  could  verify  the 
O'Hana  provenance  for 
the  Dubuffet  drawings. 
Up  popped  red  flag 
number  three.  A  helpful 
researcher  reported  that 
the  records  pertaining  to 
those  drawings  had  been 
seized  by  Scotland  Yard. 

We  gave  the  Yard  a  call. 
The  two  detectives 
assigned  to  the  art  and 
antiques  fraud  unit  didn't 
dismiss  our  suspicions 
about  the  drawings,  but 
didn't  volunteer  anything, 
either.  "Follow  your 
instincts,"  they  said.  "And 
make  sure  and  send  us  a 


Jean  Dubuffet  <l»oi  1985) 

signed  dated  1955  and  dedicated  Pour 
Jacques 

walei toloui  .Hid  ink  on  |>a|>ci 
26.8  by  25. firm.      WA  ley  lll'Ain. 

Provenance: 

O'Hana  Gallery,  London 

Acquired  from  the  above  by  the  previous 

ownci  in  1958 

Exhibited: 

London,  O'Hana  Gallery,  Exhibition  oj 
Paintings,  Sruljilures  and  Stage  Designs, 
1955,  no. IN.  illuslialcd 

The  authenticity  of  this  work  lias  kindly 
been  confirmed  hv  Mine  Armandr  de 
Trentinian  ol  the  I'mulaliimjedn  Dubuffet 
and  is  lo  lie  sold  with  a  certificate 

£4,000-5,000 


Fake  Du buffet 
drawing? 
Checking  the 
provenance 
raised  red  flags. 


copy  of  your  article." 

We  next  contacted  the 
Dubuffet  Foundation  in 
Paris,  which  vets  works  by 
the  French  artist,  and  sup- 
posedly had  authenticated 
the  drawings  for  Sotheby's 
in  1993.  Had  it  slipped  up 
in  this  case?  "My  convic- 
tion was  that  they  were 
Dubuffets  when  I  gave  the 
certificate,"  says  authenti- 
cator  Armande  de  Trentin- 
ian, who  worked  with  the 
artist  for  18  years.  Her 
opinion  was  based  on  pho- 
tocopied pages  of  the 
O'Hana  catalog,  and  the 
style  of  the  drawings. 
"These  are  very  spiritual 
cows,"  she  sighs,  "but 
everyone  can  make  mis- 
takes." Trentinian  then 
referred  us  to  the  current 
owner  of  the  drawings — 
the  renowned  Dubuffet 
dealer  Arne  Glimcher  of 
the  PaceWildenstein 
gallery  in  New  York.  Did 
Glimcher  know  he  had 
three  suspect  Dubuffets? 
"I  don't  own  any  fake 


Dubuffets,"  said  Glimcher 
through  a  spokesperson. 
Maybe  not,  but  there's  an 
old  adage  that  the  best 
fakes  in  the  world  arc  the 
ones  still  hanging  on  the 
walls. 

The  fourth  red  flag 
went  up  when  we  spoke  to 
Sotheby's,  which  had  sold 
the  cow  drawings  to  Glim- 
cher in  1993,  for  $54,000. 
When  presented  with 
questions  about  the  dubi 
ous  Dubuffets  and  the 
O'Hana  Gallery,  Sotheby's 
spokesperson  Matthew 
Weigman  said:  "That's 
exactly  what  Scotland 
Yard  has  asked  us  not  to 
talk  about  until  their 
investigation  is 
completed." 

The  moral  here  is  clear: 
Provenances  are  not 
always  what  they  are 
cracked  up  to  be.  And 
even  authentications  can 
be  "mistakes."  No  wonder 
the  Anglo-French  connec- 
tion escaped  detection  for 
seven  years.     -D.A.  m 


If  you  have  doubts  about  a  Gia- 
cometti,  Dubuffet  or  Nicholson  art- 
work, get  in  touch  with  the  founda- 
tions representing  those  artists: 
Giacometti  Association,  3  bis,  cour 
de  Rohan,  Paris  75006;  Dubuffet 
Foundation,  137  rue  de  Sevres,  Paris 
75006  and  Nicholson,  Sir  Alan  Bow- 
ness,  91  Castelneu,  London  SW13 
9EL.  They  may  not  be  foolproof  (see 


box),  but  at  least  you  can  prove  due 
diligence  if  you  wind  up  in  court. 

What  if  you  discover  you  own  a 
fake?  Major  auction  houses  will 
refund  your  money  within  five  years 
if  20th-century  art  is  not  authentic- 
dealers  are  required  by  law  to  do  so 
within  four  years.  Some  dealers  guar- 
antee what  they  sell  even  longer. 

But  no  one  is  going  to  take  a  work 


back  just  because  its  provenance  is 
faulty.  It's  strictly  caveat  emptor.  Of 
course,  you  could  argue  that  prove- 
nance shouldn't  affect  the  value  of  a 
work — whoever  owned  it  in  the  past 
didn't  create  it.  But  the  marketplace 
does  add  value  if,  say,  Paul  Mellon 
once  owned  a  work.  If  you  pay  lor 
that  provenance,  you  should  make 
sure  it's  valid.  ■■ 


Forbes  ■  August  12,  1996 


171 


V 


Classified 


Receive  Value  Line 
for  only  $55 

Ail  Introductory  subscription  to  The  Value  Line  Investment  Survey 

bungs  you  the  2000-page  Investors  Reference  Library — Value  Une's  most  recent 
Ratings  and  Reports  on  1 700  slocks  and  Ihe  practical  guide  How  to  Invest  in 
Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for  990:  $88  Available  only  once  every  three  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  also  will  receive  a  copy  of 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  Industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last  )Your  subscription  to  Value  Line 
may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check  or  money 
order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 


2903  Dept  916DI2  American  Express,  MasterCard  or  Visa  24  hours  a  day.  7  c 
week.  II  you  are  noi  completely  satisfied  return  all  matenals  in  good  condition  within  30 
days  Irom  Ihe  start  of  your  subsenption  for  a  full  refund  of  your  fee.  Allow  4  weeks  for 
delivery  NY  residents  add  sales  tax  Foreign  rates  upon  request 


Jhe  Value  Line  Investment 

PO  Box  3988  New  York 
NY  10008-3988 


INVESTOR  RELATIONS  SERVICES 


OTC 


OTC  Financial  Network 

Premiere  Research-Driven  Investor  Relations 

•  Custom  Research  Reports 

•  Complete  Range  of  IR  Services 

Contact:  Geoffrey  Eiten 
Toll  Free:  888-439-2787 
V  http://www.otcfn.com  J 


How  Wealthy  Investors 
Average  60.8%  Annually 

If  you  had  invested  $25K  in  one  of  our 
managed  futures  programs  in  Mar.'89,  your 
account  would  now  be  worth  $430,203! 

Call  For  FREE  Report 
1-800-619^)106  Ext.  386 

I  Joyd,  Stevens  &  Co.  30  Wall  Si.  NY  NY  1 000") 
Past  Performance  Doesn't  Guarantee  Future  Results 


BUSINESS 
PARTNER 


$100,000+  INCOME  POTENTIAL 


Lucrative  opportunity  offering  two 
unique,  "bottom-line"  consulting 
services  to  a  broad  spectrum  of 
companies.  Ranked  by  Money 
magazine  among  the  lop  111  home- 
based  businesses  with  best  growth 
and  highest  income  potential.  Train- 
ing and  support  provided  by  affiliate 
of  a  30-year-old  CPA  firm.  If  you  are 
a  good  communicator  and  have  a 
strong  desire  for  personal  and 
financial  independence,  call  for  de- 
tails with  NO  OBLIGATION. 
Moderate  investment  required. 

C»5I/  800-660-0330 

^[©J\  Mon-Fri 
^Sou?1  v  9am-5:30pm,  CDT 


DIVERSIFY  YOUR  PORTFOLIO 
Learn  to  Trade  Commodity 
Futures  and  Options 

Call  JACK  CASE  1-800-382-0882 
Fax  1-419-385-6897 

Alaron  Trading  Corp 

There  is  risk  of  loss  in  futures  trading 


Build  a  successful  business 

using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


BULL  MARKET  WILL  END  SOON. 
Order  a  sample  copy  of  "Moderate 
Tradernto  find  out  when  it  will  end.  Send 
$4  check  or  money  order  to: 

Evergreen  Publish'  • 

5350  N.  Lincoln  Ave. 
Box  124-F15 
Chicago,  IL  6062  s 


Confidential  Banking! 


We  Offer 
•Protection  from  Lawsuits 
•Banking  Privacy  &  Brokerage  Services 
•Reduction  or  elimination  of  taxes 
•Asset  Protection  and  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 

Merrill,  Scott  cV  Ajiociate* 

J  ....   «...    .t  .1. 


$80  Fop  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  Medical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471-1 280. 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LLC's. 


$25 


plus 

state  fees 


;  800-318-7407 

FMJ02-G52-C7SO 
http://idfww.corpco.com 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BVT,  Cayman 
Trusts  -  Bank  &  Securities  Accts 
CreditCards  -  Address  &  Phone  Service 

(800)551-9105    Universal  g 

http:  //www.  if  u .  net/ucs 


SPEAK  &  GROW  RICH 

Int'l  seminar  company  offering  a 
proven  opportunity.  Products 
endorsed  by  major  corporations. 
Complete  training  and  support. 
Unlimited  potential. 

(905)678-7088 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
VviaUKin'  Call/Write  for  FREE  KIT: 
hfavist  rv      P0-  Box  484-FB 

J>  Wilmington,  DE  19899 
M  hud  800-321-CORP  ■  302-652-6532 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

Rtmcorp 

Speciaists  m  franchise  Development  FB 
Jhwjjjrfc*  Cncago  » Los  Angtfrs  .  \ipr>    »  Moco  City »  Buenos  A*w 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GKMSTONES 
(JUARANTEED  LIQUIDITY!! 
Wc  buy  &  sell  Diamonds 
and  all  Precious  ( iemstones. 
Free  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  &  Chamber  oj  Commerce. 

HOUSE  OF  ONYX 
I  Main  St.,  Greenville,  KY  42.V45 
1-800-844-3100  or  H  AX  502-338-9605 


EDUCATIONAL  SERVICES 


University  Deqrees 


Approved  Sell  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admin. 

Health  Care  Admin.  Human  Resources. 
Finance,  International  Business,  Tech  Mqmt. 
Law,  Paralegal.  Psychology.  Call  (or  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1 840  E  1 7  St  -  F,  Santa  Ana,  CA  92705 


FREE  VIDEO  S3£ 


I BACHELOR  •  MASTER  •  DOCTORATE 
•  Management  •Education  •Mediation 
•Engineering    •Computer  Science        •Holistic  Care 
•Theology       •Chemical  Dependency  •Paralegal 
•  Law  «Holrl  &  Rtitaurant       •Giftd  Teachtr 


La  Salle 


(800)955-8879^ 


University Man,|L,v,ite  (A  kmkmooi 


DOWNLOAD 
ASIA  INTO 
YOUR  PC. 


THE  ASIA  7500 


ASIA'S  7500 

Largest  companies 

NOW  ON  DISK! 

Buy  now  at  50%  savings! 
Charter  introductory  price 
only  $750.00  plus  a  free 
one- year  subscription  to 
New  Asia  Review 
quarterly  journal. 


10  Bay  Street, 
Wesipon.CT  05880 


Forbes 

CAPITALIST  TOOL4 


Reach    the  Affluent* 


Forbes 


Classifie 


Need  a 
Part 
Time 
Jet? 

The  Air 
Charter 
Guide" 

b  uuir  inlet 
U  get  there. 
Mailed 

lutings  imiudr  1 — 

•  500  pages  of 

Inn  Listings  &  Photos. 

•  Ifi.OOO  Charter  Aircraft  with  prices. 

•  WOO  operators'  listings  with 

business  profiles,  contacts  and  more. 

•  Executive  Aircraft  /  Air  Ambulance 

•  On  Demand  Freight 

The  Most  Complete  Directory 

of  Its  Kind  In  the  World! 
ecu  wuv  (617)  547-5811 

104  Ml  Aulwm  *  (jmhndff.  MA0213H 
Fax  (617)  H68-5335 


EXECUTIVE  GIFTS 


Back  pain? 


Based  on  the  Alexander 
Technique,  PosturEvolution  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to 

Free  Business  Catalog 
U  S  Governmeni  Printing  Office 
Office  of  Marketing— Stop  SM 
Washington.  DC  20401 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


All-inclusive  fractional  oivnership  of 
Learjet*  and  Challenger"  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


J 


B  U 


JetSolutkms 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


i  Franchising. 

I  Franchise  your  business  for  growth 
I  and  success  Call  Franchise 
|  Developments.  Inc  .  the  nation's  most 
■  experienced  franchise  consulting  firm 
jj412)  687-8484  or  800-576-5115  - 


FDI 


CAPITAL  AVAILABLE 


Now  any  small  business  can 
raise  up  to  SI  million  equity 
capital  and  go  public  under  new 
SEC  Small  Corporate  Offering 
Registration(SCOR)  guidelines. 

DataMerge's  SCOR  Kit  can 
help  you/your  clients  find 
investors  and  get  capitalized  in 
just  30  days!  FREE  INFO 
FAXED  800-580-1188 


E     L     L     U  L 


RKS 

The  Nation's  Leading  Cellular  Phone 
and  Accessory  Supplier 
Lowest  Prices  Same  Day  Shipping 


1-800-822-9675 


CALL  TODAY  FOR  A  FREE  CATALOG! 


0B  ®  £B 
9  CB  rg 

m  m  a» 

Dept#  AQ01    ai  m  m 


ERICSSON  5: 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 

— 


•  16  'o  72  modeH  ore  hand 

t raffed  from  iolid  mahooony  wMl 
tondpairrted  mork>ng>  and  de'rjilv 

•  Over  W)  modeb  in  stock 

•  Pr«edfrom$9950 

•  Sotufocfion  guaranteed 

Col  1-800  950-9944 


1  \t  II  l< 


WOUJrS  LiADMG  MAKEB 
Of  RM 
UtOMA/TUBS 

UHSNw*nhSlml 

■        ■  :-. 
mmv  —  3E 


End  Roof  ing  Worries 


RUSTIC  SHINGLE 

Wood  Shake  Beauty 
Lifetime  Warranty 
Maintenance  Free 

Fire  Safe 
Proven  Since  1 959 

PO  Box  701,  Dept.  F,  Piqua,  OH  45356 


1-800-543-8938 


ABT/COLLECTIBLES 


SALVADOR  DALI 


"Drawers  of  Memory" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare.  Authentic, 
Dali  Limited  Editions  From  The 
#1  Source  of  Dali  Graphics 

SILVERSTATE  FINE  ART 

Color  Catalog  Available 
1-800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience 
CALL  OR  FAX  LINDA  LOREN  (212)  620-2440  or  FAX  (212)  620-2472,  e-mail:  lloren@forbes. 


let  the  leading  name 
in  business  publishing 

work  for  you 


Forbes 


CUSTOM      MEDIA  GROUP 


Custom  magazines,  newsletters,  and  much  more. 


No  publishing  company  understands  the  value  of  a  name  better  than  Forbes. 
For  nearly  80  years,  Forbes  has  published  top-of-the-line  editorial  products 
for  millions  of  readers  and  thousands  of  advertisers.  And  now,  Forbes  Custom 
Media  Group  can  customize  one  just  for  you. 

Whatever  your  marketing  goals  or  target  audience  may  be,  Forbes 
Custom  Media  Group  has  the  experience,  skills  and  resources  necessary 
to  impact  your  audience. ..and  your  company's  bottom  line. 
Call  us  today  to  see  what  we  can  do  for  you. 


For  more  information,  contact 

John  R.  Campbell  Publisher,  Forbes  Custom  Media  Group,  at  212.620.2396. 


EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Aug.  15,  1926) 
"The  general  quotation  level  on 
the  New  York  Stock  Exchange  has 
recovered  fully  two-thirds  of  its  dras- 
tic drop  of  30  points  during 
February  and  March.  But  the 
favorite  stocks  of  the  powerful  pro- 
fessional manipulators  have  not  only 
regained  all  they  lost  but  have  been 
forced  up  to  new  peaks.  Pools  are 
the  order  of  the  day." 

"Practically  all  statistics  coming 
from  Florida,  covering  building,  public 
utilities,  railway  traffic,  port  activities, 
bank  clearings,  etc.,  show  conclusively 
that  Florida  has  been  busier  this  year 
than  it  was  last  year.  Of  course  there 
has  been  deflation,  very  drastic  deflation, 
not  of  real  estate  values  but  of  real 
estate  prices.  This  was  inescapable. 
Florida  had  a  boom  and  the  boom  has 
burst.  But  Florida  is  not  a  bubble. 
Make  no  mistake  about  that." 

60  years  ago 

(From  the  issue  of  Aug.  15, 1936) 
"Business,  trampling  traditional  sum- 
mer doldrums  under  foot,  roars  into 
August  at  high  speed.  Free  spending, 
low  rail  fares,  vacations-with-pay  for 
workers  jam  vacation  spots." 

"Nevada,  inviting  new  industries  and 
residents,  offers  such  inducements  as 
no  income  tax,  no  inheritance  tax,  no 
sales  tax,  no  tax  on  intangibles.  Also  a 
balanced  budget,  climate  and  trans- 
portation and  corporate  advantages, 
and  the  'largest  area  of  unexplored 
land  of  any  state  in  the  Union.' " 

50  years  ago 

(From  the  issue  of  Aug.  15,  1946) 
"More  and  more  top  labor  bosses 
are  veering  toward  the  position  that 
wage  rates  are  only  one  of  several 


Westinghouse- 
Alcoa  1926  bus 
had  aluminum 
frame,  seated  35 
with  37  standees. 


points  to  be  bargained  for  in  union 
contracts.  Some  of  Cio's  'best 
minds'  are  insisting  that  produc- 
tion, prices  and  profits  be  placed 
on  a  par  with  wage  rates  in  labor 
negotiations." 

"In  their  search  for  profitable 
investment  channels,  the  insurance 
companies  are  developing  a  new  field 
in  a  big  way — rental  housing.  Total 
planning  now  amounts  to  over  a 
quarter-billion  dollars." 


25 


years  ago 


(From  the  issue  of  Aug.  15,  1971) 
"No-load  mutual  funds  may 
emerge  a  big  winner  as  a  result  of 
changes  currently  sweeping  the 
investment  community.  This  year 
load  funds  were  hit  by  net  redemp- 
tions twice,  in  May  and  June.  For 
example,  the  powerful  Investors 
Diversified  Services  group  of  funds 
paid  out  almost  $22  million  more 
than  it  took  in  during  the  second 


Forbes 


Mutual  Funds  1971 


1st** 


Forbes'  Aug.  1, 1971  mutual  funds  cover. 


quarter.  By  contrast,  the  no-load 
funds  enjoyed  more  sales  than 
redemptions  each  month." 

"Before  low-cost  jet  travel,  Hawaii 
was  remote,  protected.  Only  the 
well-to-do  could  afford  the  2,400 
mile  trip  from  the  West  Coast.  The 
jet  plane  and  the  $250  package  tour 
changed  all  that.  The  297,000  visi- 
tors in  1960  swelled  to  1.6  million 
last  year.  Tourism  has  become  the 
number  one  civilian  industry." 


A  bumper  crop  of  new  hotels,  the  fruit 
of  Hawaii's  tourist  boom,  threatens  to 
obscure  the  view  of  Diamond  Head. 

10  years  ago 

(From  the  issue  of  Aug.  11,  1986) 
"Ohio  may  look  like  an  unlikely  spot 
for  vacations,  but  the  Buckeye  State 
boasts  a  $6.4  billion  travel  industry, 
one  of  the  largest  in  the  U.S.  The 
state  has  spent  an  average  of  $5  mil- 
lion a  year  on  travel  ads  since  1983." 

"This  year  Americans  are  expected  to 
place  orders  for  35  yachts  measuring  at 
least  110  feet  or  more  and  costing  $3.5 
million  to  $5  million  (and  up),  a  75% 
increase  over  last  year's  20." 

"Reality  caught  up  to  Wall  Street. 
Sluggish  economic  growth  and  dis- 
appointing corporate  earnings  scared 
some  investors.  Others  were  put  off 
by  the  prospect  of  higher  capital 
gains  taxes  next  year.  Whatever  the 
cause,  some  handsome  paper  profits 
were  converted  into  cash.  The  Dow 
industrials  finished  with  a  6.5% 
decline  in  the  last  two  weeks,  while 
the  overall  marker,  as  measured  by 
the  Wilshire  index,  lost  6%."  ■ 
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TS  ON  THE  BUSINESS  Or  Lire 

thougfifb@forbes.com 

Ugliness,  squalor  are 
breeding  grounds  for 
revolution.  Beauty  is 
conducive  to  tranquillity, 
happiness.  Beautifying  of 
homes  and  places  of  worship 
began  with  the  dawn  of 
civilization.  Beautifying 
of  workplaces  is  only  in 
its  infancy.  Yet,  since  men 
normally  spend  more  than 
half  of  their  waking  hours 
at  work,  surely  it  is 
important  that  adequate 
attention  be  devoted  to 
elevating  their  working 
environment,  whether  office 
or  factory,  foundry  or 
machme  shop,  mine  or 
warehouse.  Beautiful  sur- 
roundings subtly  encourage 
beautiful  living.  Drab 
surroundings,  bad  air, 
bad  light,  evoke  bad 
reactions. 

-B.C.  Forbes 


A  Text  .  .  . 

They  that  trust  in  their 
wealth,  and  boast  them- 
selves in  the  multitude 
of  their  riches;  none 
of  them  can  by 
any  means  redeem 
his  brother,  nor 
give  to  God  a  ransom 
for  him. 
-Psalms  49:6-7 


Sent  in  by  R.E.  Nordling,  M.D., 

Bryson  City,  N.C. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


How  strange  are  the  tricks 
of  memory,  which, 
often  hazy  as  a  dream 
about  the  most 
important  events  of  a  man's 
life,  religiously  preserve 
the  merest  trifles. 
—Richard  Burton 

Memories  are  like  stones: 
Time  and  distance  erode 
them  like  acid. 

-Ugo  Betti 

The  difference  between  false 
memories  and  true  ones  is 
the  same  as  for  jewels:  It 
is  always  the  false  ones 
that  look  the  most  reA, 
the  most  brilliant. 
-Salvador  Dali 

Memory  presents  to  us  not 
what  we  choose  but  what 
it  pleases. 
-Montaigne 


The  one  who  thinks  over  his 
experiences  most,  and  weaves 
them  into  systematic  rela- 
tions with  each  other,  will 
be  the  one  with  the  best 
memory. 
-William  James 

If  you  wish  to  forget 
something  on  the  spot, 
make  a  note  that  this 
thing  is  to  be  remembered. 

-Edgar  Allen  Poe 


More  than  9.000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  372'  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-2344553  and  charge  to  your  credit  card. 


The  charm,  one  might  say 
the  genius,  of  memory  is 
that  it  is  choosy,  chancy 
and  temperamental;  it 
rejects  the  edifying 
cathedral  and  indelibly 
photographs  the  small  boy 
outside,  chewing  a  hunk 
of  melon  in  the  dust. 
-Elizabeth  Bowen 

The  things  we  remember  best 
are  those  best  forgotten. 
-Baltasar  Gracian 

The  sweetest  memory  is  that 
which  involves  something  one 
should  not  have  done;  the 
bitterest,  that  which  in- 
volves something  one  should 
not  have  done  and  did  not  do. 
-George  Jean  Nathan 

Our  memories  are  independent 
of  our  wills.  It  is  not  easy 
to  forget. 

-Richard  B.  Sheridan 

Memory  is  a  net:  One  finds 
it  full  of  fish  when  he 
takes  it  from  the  brook, 
but  a  dozen  miles  of  water 
have  run  through  it  without 
sticking. 

-Oliver  Wendell  Holmes  Sr. 

Some  people  do  not  become 
thinkers  because  their 
memories  are  too  good. 

-Nietzsche 

Memory  is  often  the  attribute 
of  stupidity;  it  generally 
belongs  to  heavy  spirits  whom 
it  makes  even  heavier  by  the 
baggage  it  loads  on  them. 
-Chateaubriand 

Memory  is  the  diary  that 
we  all  carry  about  with  us. 

-Oscar  Wilde 

To  be  able  to  enjoy  one's 
past  life  is  to  live  twice. 
-Martial 
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IVy 6  MU  X  UAL  rUJND  SURVEY 


August  26,  1996 


Since  the  last  annual  Forbes  Mutual  Fund  issue: 


We  welcomed  over  200,000  new  X  Rowe  Price  customers< 


We  were  among  the  first  to  provide  instant  access 
to  investor  information  and  fund  prospectuses  via 


One  of  our  fund  managers  received  Morningstar^s  most 
coveted  honor  —Domestic  Stock  Fund  Manager  of 
the  Year,1 


We  received  a  #1  ranking  in  client  satisfaction  among 
corporate  40  l(k)  plans  in  two  leading  national  surveys< 


All  in  all,  it  was  just  another  year  at  X  Rowe  Price< 


///tv  s/  With  Confidence  CJ||L 

T.RoweFVice  Ik 
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1996 

Mutual 

Fund 

Survey 


On  the  Cover 

98  Mutual  Fund  Survey 
104  Is  momentum  dead? 
106  IRA  strategies 
120  Honor  RoU 
123  Best  Buys 

130  Which  family  is  for  you? 
150  1,878  funds  rated 


42  Sunbeam 

"Cutting  costs  won't 
buy  one  more  inch 
of  shelf  space 
at  Wal-Mart." 


72  Hilton 

"Nobody  makes 
money  building  a 
luxury  hotel.  But 
the  second  or  third 
owner  may  make 
some  good  money." 


Management, 

Strategies, 

Trends 

42  Sunbeam 

"Chain  Saw  Al"  Dunlap 
to  the  rescue? 

By  Matthew  Schifrin 


54  Foothold  in  enemy 
country 

One  reason  federal  cut- 
backs aren't  devastating 
the  Washington,  D.C. 
area:  High-tech 
entrepreneurship 
is  moving  in. 
By  Janet  Novack 


58  Up  &  Comers 
Arizona  Iced  lea 

Don  Vultaggio  and  John 
Ferolito  built  Arizona 
Iced  Tea  into  a  major 
brand  by  stepping  on 
toes.  Did  they  really  have 
to  step  on  that  many? 
By  Daniel  Roth 


60  Up  &  Comers 
GT  Bicycles 

Just  as  GT  Bicycles  was 
finally  looking  like  a  con- 
tender again,  its  founder's 
sudden  death  may  put  an 
end  to  the  race. 
By  Robert  La  Franco 

72  Hilton  Hotels 

Hilton's  new  chief  execu- 
tive has  been  on  the  job 
just  six  months,  but  he 
already  has  the 
venerable  hotel  company 
on  the  move  again. 
By  Rita  Koselka 

76  Marketing 
Putting  a  little  tingle 
in  your  kisses 

Now  why  didn't  I  think 
of  that?  Because  you're 
not  Tomima  Edmark. 

By  Joshua  Levine 

78  Faces  Behind 
The  Figures 

Harry  Kraemer,  Baxter 
International;  Michael 
Yagemann,  Bear,  Stearns; 
George  Newstrom, 
Electronic  Data  Systems. 


COVER  ILLUSTRATION 
BY  MARVIN  MATTELSON 
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76  Tomima  Ed  mark 

"The  Pilgrims 
didn't  come  over 
to  America  and 
say,  'Hey,  I  want 
to  work  for  a  big 
corporation."' 


250  Taxing  Matters 

Complicated?  We 
suspect  the  tax  writers 
make  it  complicated 
just  so  that  they  can 
yell  "gotcha!"  if  you 
step  over  an  almost 
invisible  line. 


International 

66  Would  you  want 
to  drive  a  La  da? 

Russians  make  the  world's 
worst  cars,  but  Russians 
want  wheels.  Who  will 
make  them? 

By  Jerry  Flint  and  Paul  Klebnikov 

Law  &  Issues 

44  The  reason  why 

Taxes  now  take  a  higher 
proportion  of  an  affluent 
family's  income  than  they 
did  during  World  War  II. 
At  least  we  won  that  war. 
By  Peter  Brimelow 

46  A  nice,  clean 
California  industry? 

Bill  Lerach  is  not  about 
to  let  Congress  take 
away  his  livelihood. 

By  Damon  Darlin 

48  FAA,  Inc. 

While  Congress  fiddles, 
the  country's  air  traffic 
control  equipment  grows 
more  outdated  by  the  day. 
By  Randall  Lane 


Computers/ 

Communications, 

Technology 

80  Object  lesson 

Most  successful  companies 
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All  Our  Vehicles  Are  Sophisticated,  Fast  And  Fun  To  Drive. 
Just  Pick  The  Adjective  You'd  Like  To  Emphasize. 


■  Introducing  The  New 
Family  Of  Acura  Automobiles. 


^^n"years  ago,  Acura  revolutionized  the  world 
of  luxury  automobiles.  Instead  of  choosing  among 
features  like  refined  styling,  impeccable  quality  and 
race-bred  engines,  we  incorporated  all  of  these 
qualities  into  our  vehicles.  Today,  a  new  family  of 


of  the  same  stone,  we  offer  the  head-turning,  new 
CL  luxury  sports  coupe,  the  adventurous  SLX  sport 
utility  vehicle  and  the  classic,  exhilarating  Integra. 

All  of  which  makes  it  easy  to  see  why,  over  the 
past  ten  years,  more  people  have  chosen  Acura 


Acura  automobiles  proudly  continues  this  tradition. 

For  the  most  sophisticated  of  drivers,  we 
designed  the  powerful,  new  Acura  RL  flagship  sedan 
and  the  sleek  TL  Series.  For  connoisseurs  of  break- 
through performance,  the  exotic  NSX.  And  because 
those  longing  for  a  truly  fun  drive  aren't  carved  out 


automobiles  than  any  other  luxury  import*  But  it 
still  probably  leaves  you  wrestling  with  the  dilemma 
of  which  adjective  youd  like  to  emphasize.  A 
dilemma  that's  easily  solved,  by  the  way.  By  getting 
yourself  a  really  big  garage.  For  more  (j/^ 
information,  call  1-800-TO-ACURA.  AO.hA 
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SOME  SEE  A  STRANDED  SHIP. 
WE  SEE  IDLE  ASSEMBLY  LINES,  VOLATILE  COMMODITY  MARKETS  AND  SHAREHOLDER  LAWSUITS. 


II  AIG  helps  protect  you  against  risk  better  than 
others,  it's  because  we  understand  more  kinds  ol  risk. 

Threats  to  a  healthy  bottom  line  can  come  from  many 
directions.  The  key  to  global  risk  management  is  a  partner 
that  sees  beyond  the  obvious.  What  AIG  offers  is  expertise 
not  only  in  insurance,  but  in  managing  total  marketplace 
risk,  garnered  during  seventy-five  years  of  international 
operation.  With  offices  in  approximately  130  countries  and 
jurisdictions  throughout  the  world,  AIG  has  an  unmatched 
knowledge  of  local  conditions  and  regulations. 


In  (act,  AIG  is  the  only  worldwide  insurance  and 
financial  organization  with  a  broad  range  of  customized 
services  to  manage  all  your  business  risks  and  preserve 
shareholder  value.  Services  like  economic  assessment,  loss 
control  and  engineering,  and  political  risk  coverage. 

And  we've  got  the  top  financial  ratings  to  back  us  up. 
So  we'll  be  there  whenever  you  need  us.  And  ■rwrapgl 
possibly  keep  your  business  afloat.  FffiUBI 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group.  Inc .  Dept  A,  70  Pine  Street,  New  York.  NY  10270. 
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Cooperation  and  Support  of 
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Perhaps  now,  certain  luxury  cars 
will  start  referring  to  themselves  as  the 
Continental  Airlines  of  automobiles. 


J.D.  Power  and  Associates,  a  name  synonymous  with  automotive  excellence,  has  just  awarded  Continental  the  1996 
Frequent  Flyer/J.D.  Power  and  Associates  Award  as  best  airline  for  customer  satisfaction  for  flights  500  miles  and  more. 

Quite  an  achievement ,  considering  that  only  last  year  we  ranked  at  the  bottom.  But  we're  not  resting  on  our 
laurels.  In  the  coming  year,  we  will  continue  to  do  the  things  that  we  believe  helped  us  reach  the  top.  Like  being  among 

the  best  in  the  business  at  getting  you  and  your  baggage  to  your  destination  on  time  to  all  of  our  180  worldwide 
destinations.  Providing  an  award- winning  frequent  flyer  program,  OnePass™  And  improving  our  in-flight  service  to  include 

such  quality  brands  as  Pete's  Wicked"  Summer  Brew  and  Brothers  Foglifter1  Gourmet  Coffee.  All  of  which  we 
believe  should  be  standard  feat  u res  on  any  great  airline.  For  reservations  just  call  your  travel  agent  or  1-800-523-FARE. 

Continental 

More  airline  for  your  money."1 
Don't  forget  to  ask  for  an  E-Ticket.  •   Visit  our  website  at  http://www.flycontinental.com 


Continental  Airlines  was  the  highest  ranked  airline  for  flights  500  miles  and  more  in  the  Frequent  Flyer/J.D.  Power  and  Associates  1996  Domestic  Airline 
Frequent  Flyer  Satisfaction  Study.  "  Study  conducted  among  frequent  airline  travelers  who  completed  7.066  individual  flight  evaluations. <   1996  Continental  Airlines,  Inc. 
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fruited  in  U.S.A. 


John  Chamberlain 


Where  was  your  fund  on  July  16? 

The  panic:  SEEMS  over.  Stocks  have  mostly 
recovered  from  their  early  summer  minicrash. 
Not  so  fast.  Whatever  happens  next,  the 
unpleasantness  is  clear  warning  to  investors  to 
think  defensively  as  well  as  offensively  Short 
as  the  decline  was,  it  provided  a  valuable  test 
of  how  various  funds  will  do  in  the  next  gen- 
uine bear  market.  Thus,  it  contributed  signif- 
icantly to  the  data  on  which  we  base  our  bull 
and  bear  ratings. 

It  helped  that  fund  programmer  and  statis-  BMH 
tician  John  Chamberlain  was  able,  on  short 
notice,  to  reorganize  our  database,  moving  the  measurement 

period  for  stock  funds 
forward  two  weeks  to 
July  16.  "The  crash 
gave  us  a  badly 
needed  fresh  observa- 
tion point,"  Cham- 
berlain says.  It  also 
helped  that  we  have 
an  on-line  connection 
to  Lipper  Analytical 
Services.  The  41st 
Annual  Mutual 
Funds  Survey  begins 

on  page  98.  If  you  thirst  for  more  Forbes  on  funds,  check  out  our 
Web  site,  which  has  statistics  and  past  articles  on  fund-investing 
strategies.  Address:  www.forbes.com/extra/. 

Every  person  who  has  a  substantial  IRA  or  a  401  (k)  should  care- 
fully read  two  articles  in  this  issue.  One  is  "401  (k)  tax  strategy" 
by  James  Clash  (p.  114).  The  other  is  Carolyn  Geer's  "A  (tempo- 
rary) tax  haven  for  savers"  (p.  250).  Failure  to  read  these  two 
could  cost  you  a  bundle. 

As  part  of  our  continuing  close  coverage  of  today's  most  entre- 
preneurial industry,  computers,  Jeffrey  Young  visits  QAD,  Pamela 
Lopker's  thriving  software  company,  and  learns  about  her  com- 
mitment to  object-oriented  programming. 

Paul  Klebnikov  and  Jerry  Flint  logged  thousands  of  often 
unpleasant  miles  touring  Russian  auto  plants  for  "Would  you  want 
to  drive  a  Lada?"  (p.  66).  Put  it  another  way:  Would  you  want  to 
buy  a  Russian  auto  plant?  It  sounds  like  you'd  be  better  off  bull- 
dozing the  monstrosities  and  starting  from  scratch. 

Whether  you're  in  the  balance-the-budget-first  camp  or  the  tax 
cut-first  camp,  you'll  want  to  read  "The  reason  why"  on  page  44. 
Peter  Brimelow,  with  Ed  Rubenstein,  takes  a  dispassionate  look 
at  the  tax  numbers  and  uncovers  an  amazing  fact:  Affluent  Amer- 
icans are  paying  as  high  a  proportion  of  their  income  in  taxes  as 
they  did  during  WWII. 
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REMY  MARTIN 


Ice  behaves  differently 
with  Remy  Martin  over  it. 


REMY  MARTIN 

100  %  fine  champagne  cognac  from  the  heart  of  the 
most  celebrated  growing  region  in  France. 


To  learn  more  about  cognac  and  the  ivorld 
of  Remy  Martin,  call  1-800-678-REMY for  our 
10-rninute  video.  Complimentary, 
while  supplies  last;  offer  expires  5-31-97. 


"When  I  meet 


them  from 

the  profiles 

in  my  database? 


it  You  know  that  your  customers 

IDENTIFY  1  ,  "L       .  . 

■L,  -  „     ,  . , ,  jf  an 'i it  numbers.  Certainly  no  graphs, 
charts  or  even  fancy  multimedia  presentations 
can  fully  describe  them. 

"So  how  do  I  paint  a  fuller  picture  of  my 
clients?"  IBM  consultants  are  being  asked  the  same 
question  by  thousands  of  companies.  And  we've 
found  that  they  all  have  one  thing  in  common. 
Almost  all  of  the  information  they  need  already 
exists.  But  where? 

Payment  histories  are  in  their  Hong  Kong 
credit  bureau.  Customer  complaints  float  around 
in  e-mail  limbo.  Details  of  a  new  order  cruise  at 
30,000  feet  on  a  sales  directors  laptop.  And,  most 
important,  todays  customers  are  interacting  with 
you  via  the  Internet.  Providing  your  company  with 
a  wealth  of  specific  information  with  each  log-in. 

So  IBM  has  developed  new  ways  to  connect 
your  company  to  all  of  this  vital  information -ways 
to  make  sure  the  latest,  most  relevant  facts  are 
instantly  available  every  time  you  come  in  contact 
with  your  clients.  We  call  these  offerings  Customer 
Relationship  Solutions. 


Take  our  call  center  technology,  for  example. 
It  recognizes  callers  and  puts  their  latest  profiles 
on  the  screen  before  your  customer  service  rep 
has  even  picked  up  the  phone.  Now  they  can 
answer,  "Hello  Mr.  Wright,  your  automobile  loan 
has  been  approved  and  you'll  receive  a  check  by 
the  end  of  the  week.  By  the  way,  I  see  that  you 
requested  an  investment  kit  this  morning  from 
our  Web  site.  It's  gone  out  in  today's  mail." 

It  all  makes  you  more  responsive.  Which 
increases  customer  loyalty.  Which  makes  your 
business  grow. 

We  more  than  understand  the  value  of 
pvjii  elfettj  relationships.  And  we'd  love  to  start 
one  with  you.  Visit  us  at  w  ww  \hm  <  mn  or 
phone  IBM  at  I  800  ||U1  TiYM.  est  Q135,  for 
a  free  H> -p;uro  bookfoi  highlighting  how  IBM  can 
help  your  business  thrive  in  a  networked  world. 


Solutions  for  a  small  planet 


IBM  and  Solutions  for  a  small  planet  are  trademarks  ot  IBM  Corp  ©  1996  IBM  Corp 
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Megaflop 

Jack  Eugster  had  big  plans  for  a 
new  megastore  concept  called  Media 
Play.  After  creating  the  nation's 
largest  record  retailer  with  his 
takeover  of  Musicland  and  Sam 
Goody,  he  trumpeted  the  idea  of 
selling  greeting  cards  and  entertain- 
ment softw  are  along  with  magazines 
and  CDs  in  one  huge  40,000-square- 
foot  store.  "This  is  a  power  center 


Musicland  Chairman  Jack  Eugster 
Retrenching  to  stay  afloat. 


strategy  for  the  1990s,"  he  declared 
(Mar.  13,  1993). 

Well,  not  really.  Media  Play  turned 
out  to  be  a  big  flop:  To  blame  were 
a  poor  merchandising  plan  (the 
stores  pushed  obscure  classics  and 
Celtic  tunes  over  big  hits)  and  an 
overzealous  expansion  into  B- grade 
properties  that  didn't  attract  the 
upscale  customers  Eugster  wanted. 
Worse,  margins  at  the  regular 
Musicland  and  Sam  Goody  stores 
eroded  after  a  disastrous  attempt  to 
compete  with  discounters  by  cutting 
prices  at  mall  outlets  where  traffic 
was  down.  Last  year  the  company 
lost  $135  million  on  sales  of  $1.7 
billion. 

Bankruptcy  rumors  have  swirled. 
The  stock  is  down  to  a  recent  2%,  20 
points  off  its  high  in  December 
1993.  Eugster  closed  65  stores  in 
1995  and  has  closed  another  38  so 
far  this  vear.  PaineWebber  retail  ana- 


lyst Craig  Bibb  expects  the 
Minneapolis-based  company  to  post 
a  small  profit  of  30  cents  a  share  this 
year.  But  with  increased  pressure 
from  retailers  like  Tower  Records 
and  Best  Buy,  Musicland's  song  may 
soon  be  over.        -Rana  A.  DOGAR 

Derailed 

Thomas  Begel's  jump  into  the 
recovering  railcar  business 
seemed  prescient  when  Forbes 
looked  at  his  Johnstown  America 
Industries  two  years  ago.  Early 
investors  in  the  Chicago-based 
company  had  already  quintupled 
their  money,  and  the  former 
Bethlehem  Steel  spinoff  was 
debt-free  and  riding  high  (June 
6,  1994). 

That  was  then.  Today  Chief 
Executive  Begel  is  struggling  just  to 
cover  the  interest  payments  on  the 
junk  bonds  he  used  to  help  fund  a 
pair  of  acquisitions  last  year.  The 
stock,  meanwhile,  has  cratered.  Its 
shares  traded  at  24  back  when  we 
first  looked  at  Johnstown;  now  you 
can  pick  them  up  for  2%.  The  main 
culprit:  a  glut  of  railcars  so  severe 
that  Johnstown's  biggest  buyer  cut 
its  industry  orders  from  $500  mil- 
lion in  1995  to  $50  million  this  year. 

By  buying  up  makers  of  every- 
thing from  brake  drums  to  truck 
seats,  Begel  had  hoped  to  create  a 
billion-dollar  transportation  con- 
glomerate less  subject  to  the  wild 
swings  of  the  cyclical  railcar  business. 
It  hasn't  worked.  While  the  new 
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Around  the  world  in  24  hours. 
Geographique. 


The  world  has 
never  seen  a 
watch  quite  like 
the  mechanical 
Geographique 
before:  fashioned 
in  18  k  cold,  it 
automatically 
shows  the  local 
time  and  date  as 
well  as  the  time 
in  every  other 
zone  around  the 
world.  a  master- 
piece of  such 
distinction, 
which  even  fea- 
tures a  maintain- 
ing power  display, 
could  only 
come  from  the 
craftsmen  of 
jaeger-lecoultre, 
the  watchmaker 
with  160  years  of 
tradition. 


.Jaeger-leCqultre* 

TOURR6RU 

NEW  YORK  •  GENEVA  •  PALM  BEACH  •  BAL  HARBOUR  •  COSTA  MESA 


Setting  new  standards  in 
simplicity.  Turn  the  left- 
hand  crown  until  one  of  the 
24  cities  is  at  the  top  and 


the  hands  on  the  lower 
two  dials  will  automati- 
cally show  local  time  in 
that  particular  time  zone. 


NEW  YORK  •  NYC;  Madison  Ave.  &  52  St..  Madison  Ave.  &  59  St..  7  Ave.  &  34  St. 

•  Garden  City,  Long  Island;  Roosevelt  Field 
FLORIDA  •  Palm  Beach;  175  Worth  Ave.  •  Bal  Harbour;  Bal  Harbour  Shops 
CALIFORNIA  •  Costa  Mesa;  South  Coast  Plaza  SHOP-AT-HOMF,:  1-800-348-3332 


FOR  MORE  INFORMATION  ABOUT  WATCHES  FROM  JAEGER-LECOULTRE.  OR  FOR  YOUR  FREE  COPY  OF  OUR  COMPLETE  CATALOGUE. 
CONTAINING  MORE  THAN  200  PACES  WITH  DETAILED  INFORMATION  ABOUT  JAECER-LECOULTRE  S  HISTORY  AND  PRODUCTS.  CONTACT: 
JAEGER-LECOULTRE,  P.O.BOX  1608.  WINCHESTER.  VA  22604.  TELEPHONE  (800)  JLC-TlME. 


The  Olympus  of 
minders 


Richie's  car  phone 
201-555-1234' 


Movie 


at  8:15 


OLYMPUS 

Not*  Confer  100 
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4  tickets  for  Miss  Saigon 


America's  #1 
Growth  Fund 

Based  on  total  retai  n  since  inception  on  12-31-93  through  6-30-96 

Average  Annual  Total  Returns 

til >oiif;li  6-30-9ri 

38.91% 

1-year 

35.17% 

2 -year 

30.44% 


The  no-load  Strong  Growth  Fund  ranked  #1 

based  on  total  return  of  all  growth  funds  tracked 

by  Lipper  Analytical  Services,  Inc.  for  the  since 

inception  (12-31-93)  period  ended  6-30-96.  For 

the  year  ended  6-30-96,  the  Fund  ranked  in  the 

Top  3%.  Lipper  ranked  the  Fund  #1  of  436 

and  #15  of  619  funds,  respectively. 

Performance  and  rankings  are  historical  and  do  not  repre-  '• 
sent  future  results  Investment  returns  and  principal  value 
vary,  and  you  may  have  a  gain  or  loss  when  you  sell  shares  '• 
For  a  free  prospectus  with  more  complete  information, 
including  management  fees  and  expenses,  call  Strong  Funds 
Distributors.  Inc.  Read  it  carefully  before  you  invest  or  send 
money.  3281G960  " 


Since  inception 

(on  12-31-93) 

Performance  is  historical 


STRONG 


fj  Strong  Funds 
1-800-368-1445 


http://www.strong-funds.com 


divisions  have  made  enough  to  cover 
their  own  $8  million  quarterly  inter- 
est payments,  the  now  highly  lever- 
aged Johnstown  is  expected  to  lose 
nearly  $5  million  this  year  on  pro- 
jected sales  of  $550  million. 

Can  Johnstown  bounce  back? 
Begel  thinks  so.  He's  been  steadily 
buying  stock  for  the  past  year.  But 
with  railcar  capacity  high  and  cus- 
tomers reluctant  to  buy,  don't  expect 
a  recovery  anytime  soon. 

-Scott  Woolley 

Chronic  pain 

Reforming  government  is  a  lot 
harder  than  it  sounds.  We  thought 
California  Governor  Pete  Wilson 
had  turned  the  corner  on  a  workers' 
compensation  crisis  that  was  driving 
employers  to  relocate  out  of  state — 
to  escape  the  cost  of  malingerers 
and  the  doctors  and  lawyers  who 
abetted  the  frauds.  Wilson's 
reforms,  which  included  new  rules 
for  proving  "stress"  claims  and  an 
end  to  the  old  rate-setting  formula, 
had  slashed  costs.  By  1995  total 
premiums  had  dropped  to  $6  bil- 
lion, from  $9  billion  in  1993  (Mar. 
13,  1995). 

Now  there  are  signs  that  underly- 
ing costs  in  the  system  are  busting 
loose  again.  One  sure  omen  is  that 
workers'  comp  litigation  is  rising.  In 
1994  about  $2.2  billion  was  spent 
on  litigation,  up  $100  million  from 
the  previous  year.  The  percentage  of 
claims  that  are  litigated  has  also 
jumped,  from  82%  in  1993  to  90% 
today,  according  to  Lori  Kammerer, 
managing  director  of  Californians 
for  Compensation  Reform. 

There's  another  problem.  A  third 
of  the  state's  work  force,  or  more 
than  4.4  million  people,  have 
employers  who  self-insure  and  thus 
don't  benefit  from  the  state-spurred 
premium  drop.  Their  per-claim 
workers'"  comp  costs,  now  averaging 
more  than  $3,600,  continue  to 
increase,  says  Joseph  Markey,  man- 
ager of  the  California  Self- Insurers 
Association. 

And  of  the  $200  million  a  year  in 
medical  cost  savings  promised  in 
1993,  California's  Insurance  Rating 
Bureau  says  that  not  a  dollar  in  sav- 
ings has  materialized. 

-Gloria  Lal  m 
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D  id  Yon  know 

•  Amway  is  the  largest  branded  vitamin  and  mineral  supplement  manufacturer  in  the  world.* 

•  Amway  is  the  fourth  largest  cosmetics  manufacturer  in  North  America. 

•  Amway  worldwide  sales  grew  over  $1  billion  last  year  to  $6.3  billion  at  estimated  retail 
(triple  those  of  1 990)  —  that's  up  1 9%. 

•  The  Amway  World  Headquarters  and  Manufacturing  Complex  in  Ada,  Michigan 
is  more  than  a  mile  long. 

•  More  than  2.5  million  independent  Amway  distributors  worldwide  market 
over  6,500  products. 


Thank  you  for  this  opportunity  to  share  some  facts  about  Amway.  If  you'd  like  to 
know  more,  visit  our  website  at  http://www.amway.com  or  call  1  -800-544-71 67. 


'Independent  study  conducted  by  Nicholas  Hall,  based  on  1 994  sales.  http://www.amway.com 

©  1 996  Amway  Corporation 
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The  three  Sculley 
Brothers:  David, 
John  and  Arthur 
Good-bye, 
J.P.  Morgan 
and  H.  J.  Heinz. 
Hello,  Blackburn 
Group. 


A  plethora  of  Sculleys 

After  ending  with  egg  on  his 
face  in  the  Spectrum  deal,  deposed 
Apple  chief  executive  John  Sculley 
is  about  to  become  a  partner  in  a 
new  private  investment  firm,  the 
Blackburn  Group.  Sculley,  Sculley 
&  Sculley  might  be  a  more  appro- 
priate name,  because  his  partners 
are  younger  brother  David  Sculley 
and  middle  brother  Arthur  Sculley. 
Arthur  was  head  of  private  bank- 
ing at  J.P.  Morgan  but  quit  last 
year.  David  has  just  given  notice 
to  H.J.  Heinz,  where  he  was  a 
senior  vice  president  in  product 
development. 

Fiat  al  Fresco? 

Rumor  around  Turin  is  that 
Giovanni  Agnelli  is  grooming  a 
Yankee  to  replace  Cesare  Romiti  as 
his  anointed  successor  at  $46  bil- 
lion (sales)  Fiat  group.  Family 
sources  say  Romiti  has  fallen  from 
favor  with  the  Agnelli  clan,  which 
owns  33%  of  the  Italian  automak- 
er. Who  is  the  new  favorite?  Paolo 
Fresco,  currently  vice  chairman  of 
General  Electric.  In  June  Agnelli 
named  Fresco  to  Fiat's  board  of 
directors.  Oh,  and  in  two  years 
Fresco  just  happens  to  be  hitting 
age  65 — the  unofficial  retirement 


age  at  GE.  His  age  apparently 
doesn't  bother  Agnelli,  who  is 
himself  75. 

Crimson  faces 
in  Harvard  Yard 

Harvard  Management  Co.,  which 
runs  Harvard  University's  $8  billion 
endowment,  is — pardon  the  pun — 
crimson  with  rage  over  a  recent  arti- 
cle in  the  Wall  Street  Journal  slam- 
ming money  manager  Jonathan 
Jacobson.  The  article's  two  writers, 
both  former  staffers  at  the  Harvard 
Crimson,  made  much  of  Jacobson's 
$6.1  million  "salary,"  comparing  it 
with  the  much  smaller  stipends  of 
Harvard  professors.  Actually, 
Jacobson's  salary  came  to  a  bit  less 


than  $200,000  last  year.  The  balance 
was  an  incentive  bonus  Jacobson 
received  for  outperforming  the  s&P 
500  over  the  past  five  years.  Without 
that  kind  of  investment  performance 
Harvard  could  hardly  afford  to  pay 
some  of  the  highest  professorial 
salaries  in  the  world. 

Share  and  share  unlike 

In  early  June  Peter  Morton 
announced  that  he  had  sold  to 
Britain's  Rank  Organisation  his 
share  of  the  Hard  Rock  Cafe  busi- 
ness he  founded  in  London  25 
years  ago  with  Isaac  Tigrett.  Alas, 
poor  Isaac.  Tigrett  sold  his  half  in 


Hard  Rock  Cafe  mogul  Peter  Morton 
Alas,  poor  Isaac. 


1990  for  a  bit  over  $100  million. 
By  hanging  on  six  years  longer,  his 
old  partner  Morton  got  $410  mil- 
lion for  his  half  and  gets  to  keep  the 
rights  to  the  Hard  Rock  name  for 
gambling.  Morton  plans  to  use 
some  of  the  cash  to  expand  his 
gambling  operations,  which  cur- 
rently include  the  Hard  Rock  Hotel 
&  Casino  in  Las  Vegas. 


|  Harvard  University 

0  The  professors' 

1  stipends  don't 
c  grow  on  ivy. 


is 
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It's  terrific 
on  salads,  great 

on  pasta,  and 
makes  one  heck 
of  a  fire. 


We  believe  that 
most  property 
loss  can  be  pre- 
vented. But  that 
means  looking  for 
risk  in  some  un 
likely  places.  Take  veg- 
etable oil  in  plastic  bot- 
tles. Conventional  wis- 
dom has  been  that  ware- 
housing this  very  high 
flashpoint  liquid  present- 
ed no  more  of  a  hazard 
than  storing  ordinary 
combustibles.  Yet  tests 
conducted 
through  our 


board  to  the 
liquid,  the  fire 
was  uncontrol- 
lable. Our  strat- 
egy uses  quick 
response  sprin- 
klers spaced  closer 
together  to  suppress 
the  fire  in  its  earliest 
stages.  This  solution  is 
easy  to  implement  and 
uses  the  sprinkler  piping 
and  water  supplies  nor- 
mally in  place  at  grocery 
warehouses.  Plus,  it 
doesn't  in- 
terfere with 


ownership      ^r-y  normal  mate- 

of  Factory  Mutual  rials  handling.  The  truth 


Research  revealed  that 
even  sprinkler  systems 
arranged  for  high  hazard 
commodities  could  not 
control  fires  of  this  type. 
Once  heated  by  the  fire 
in  their  cardboard  pack- 
aging, the  bottles  leaked 
and  the  preheated  veg- 
etable oil  burned  with  the 
intensity  of  a  flammable 
liquid.  And  once  the  fire 
spread  from   the  card- 


is,  this  is  but  one  example 
of  how  we  never  stop 
looking  at  commodities 
and  the  hazards  they 
pose.  In  fact,  for  over 
150  years,  we've  never 
stopped  asking  the 
difficult  questions  that 
lead  to  the  solutions  our 
clients  need  to  minimize 
risk.  Even  if  that  means 
looking  in  places  as  sur- 
prising as,  yes,  a  salad 


1996  Allendale  Mutual  Insurance  Co.,  P.O.  Box  7500,  Johnston.  Rhode  Island.  02919 
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Don't  blast 
city  hall 

Sir:  After  reading  your  odious 
disparagement  of  the  gentle  people 
of  Roswcll,  N.M.  ("Unidentified  fly- 
ing dollars,"  July  15),  I  turned  to 
another  feature,  "The  superrich." 
Instead  of  a  tiny  town  making 
lemonade  with  a  funny  story,  I  found 
parasites  and  self-seekers.  Our  mayor 


stimulation  and  encouragement  to 
continue.  The  thugs  must  know  we 
will  always  strike  back. 
-Michael  A.  Glueck 
Newport  Beach,  Calif. 

Sir:  You  want  to  bomb  one  of  the 
countries  that  teach  terrorists  their 
tricks  each  time  we  have  a  bombing 
incident  in  the  United  States.  That 
is  as  bad  as  what  the  ter- 
rorists do.  Inconsider- 
ate killing  of  innocent 
people. 

-Marilyn  Ager 
Odessa,  Tex. 


Display  at  Roswell's  UFO  Enigma  Museum 
UFO-related  income  is  running  at  $5  million  a  year. 


came  up  with  an  idea  whose  time  has 
come,  and  few  businesses  can,  in 
truth,  find  a  man  in  their  employ 
who  could  almost  single-handedly 
turn  an  old  cow  town  like  Roswell 
around. 

-Julianne  Kirby  Kidd 
Roswell,  N.M. 


Our  kind 
of  guy 

Sir:  Another  tradition 
ignored!  Young  jour- 
nalists clearly  are  not 
spending  the  time  in 
bars  that  their  prede- 
cessors did. 

Otherwise,  Suzanne 
Oliver,  in  her  outstand- 
ing article  on  Katherine  Hammer 
("How  Katherine  Hammer  reinvent- 
ed herself,"  Aug.  12),  would  have 
known  that  a  martini  with  an  onion 
is  not  a  martini  but  a  Gibson. 
-Russ  Ward 
Clover,  S.C 


company  emblem,  an  engraved 
logo  or  with  the  recipient's 
engraved  name  or  signature. 


CROSS 

SINCE  1  846 


Unquestioned  Lifetime  Mechanical  Guarantee. 

For  a  gift  catalogue,  call  1-800-241-8269, 
or  write  to  A.  T.  Cross  Company, 
One  Albion  Road,  Lincoln,  RI  02865 


Fannie.5  Or  Freddie.5 

Sir:  In  my  Aug.  12  column  ("You 
ain't  seen  nothing  yet")  the  recom- 
mendation for  Fannie  Mae  at  84 
should  have  been  for  Freddie  Mac  at 
that  price.  I  do,  however,  also  rec- 
ommend Fannie  Mae  at  its  current 
price  of  32.  We  hold  both  stocks 
almost  equally  in  most  accounts  we 
manage. 

-David  D  re  man 
Jersey  City,  N.J. 

Terror's  tetrahedron 

Sir:  I  endorse  Steve  Forbes'  non- 
waffling  comments  regarding  strik- 
ing back  at  the  tetrahedron  of  ter- 
rorism: Libya,  Syria,  Iran  and  Iraq 
("Make  'em  pay,"  Fact  and 
Comment,  Aug.  12).  Every  time  we 
do  not  respond  to  these  murderous 
acts,  it  gives  terrorists  nourishment, 


Hello5  Hello5  Click 

Sir:  Re:  "Whose  phone  is  it,  any- 
way?" (July  29).  There  is  a  simple 
solution  to  telemarketers.  The  pre- 
dictive dialers  you  mentioned  may 
recognize  a  human  voice  and  route 
the  call  to  an  agent  within  a  twenti- 
eth of  a  second,  but  it  takes  the 
agent  another  second  or  two  to 
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come  on  the  line.  If  I  get  no  imme- 
diate response  when  I  answer  the 
phone  and  find  myself  saying  hello  a 
second  time,  someone  is  trying  to 
sell  me  something.  I  haven't  talked 
to  a  salesperson  in  months,  and  all 
my  friends  are  thanking  me  for  the 
tip.  Give  it  a  try.  It  is  easy.  But  please 
don't  let  the  telemarketers  in  on  it. 
-Diane  Brauch 
San  Francisco,  Calf. 

No  more  Mickey  Mouse 

Sir:  Your  recent  cover  story,  "One 
day  soon  the  music's  going  to  stop" 
(July  29),  hits  the  nail  on  the  head. 
As  the  president  and  ceo  of  two  for- 
mer Nasdaq-listed  companies 
(Digital  Communications  Tech- 
nology Corp.  and  S.O.I.  Industries, 
Inc.),  both  of  which  are  currently 
listed  on  the  Amex,  I  can  attest  to  all 
the  shenanigans  described  in  the 
article.  In  our  instance,  when  we 
announced  that  we  were  moving  to 
Amex,  I  personally  received  implied 
threats  of  physical  violence  from  per- 
sons connected  with  one  of  the  mar- 
ketmakers.  Our  shareholders  are  far 
better  served  with  the  narrow 
spreads  and  true  volume  afforded  by 
the  specialist  system  on  the  NYSE  and 
Amex,  without  the  Mickey  Mouse 
games  and  tricks  that  are  played  by 
some  marketmakers  in  order  to 
enrich  themselves. 
-Kevin  B.  Halter 
President 

S.O.I.  Industries,  Inc. 
Dallas,  Tex. 

Simple  solution 

Sir:  Re:  "Tax  hell"  (July  15). 
Attorneys  find  ways  to  reduce 
estates,  but  they  do  not  show  the 
means  to  offset  the  taxes  or  create 
additional  wealth.  Bottom  line, 
$240,000  can  be  and  is  worth  $12 
million,  not  through  legerdemain, 
not  through  derivatives  or  tricky 
financial  instruments,  but  through 
life  insurance,  something  so  com- 
mon and  simple  we  may  often  over- 
look it  in  our  haste  to  reach  for  more 
sophisticated  solutions. 
-Barry  Kaye 
Chairman 

Barry  Kaye  Associates 
Los  Angeles,  Calif. 
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At  Nikko  Hotels  throughout 
North  America,  you  will  experience  the 
incomparable  services  and  amenities 
of  a  world-class  luxury  hotel.  You  will 
also  find  a  dedicated  staff  committed  to 
excellence. ..anticipating  and  exceeding 
the  needs  of  the  business  traveler. 


Spacious  rooms  designed  for  the  business 
f   traveler.  Voice  mail,  dataports,  many  with 


in-room  fax  machines.  A  fully  equipped 
Executive  Business  Center  with  computers, 
printers. ..everything  to  rival  your  own  office  and  available  whenever  you 
need  it.  Even  a  state-of-the-art  Fitness  Center.  All  with  the 
hospitality  and  attention  to  detail  that  has  become  a  Nikko  tradition. 


Nikko  Hotels.  An  uncomplicated 
approach  to  luxury.  In  North  America's 
most  dynamic  cities,  the  uncompromising 
choice  for  the  business  traveler. 


nikko  hotels  international 

SIMPLY  EVERYTHING.  SIMPLY. 

For  reservations  at  any  Nikko  Hotel  call  your  travel  professional  or  1 .800. NIKKO.  US. 
Or  simply  fax  your  reservation  to  1 .800.544.4455. 

Over  40  Nikko  Hotels  worldwide 
In  North  America:  New  York  (Essex  House  I  •  Atlanta  •  Chicago  •  San  Francisco  •  Los  Angeles  •  Honolulu  (MM)  •  Mexico  City 


The  Timken  Company  and  its  subsidiaries  make  and 
service  bearings  that  weigh  half  an  ounce.  And  bearing 
that  weigh  nine  tons.  Wherever  wheels  or  shafts  turn 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 

TO  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALU30-jl71-3820. 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


WITH  HIS  DRAMATIC 

Bob  Dole  has  positioned  himself  for  a  political  upset  of 
Trumanesque  proportions.  Voters  now  have  a  genuine 
choice.  They  can  stick  with  the  sluggish,  high-tax  status 
quo  or  opt  for  a  better,  more  vibrant  economy.  In  effect, 
Bill  Clinton  says  that  what  we  have  is  about  as  good  as 
we  can  get.  Dole  speaks  the  truth — we  can  do  far  better. 

This  economic  expansion  is  the  worst  of  the  last  50  years, 
with  annual  growth  rates  averaging  a  pitiful  2.3%.  What 


TAX  CUT  PROPOSAL 

Clinton  and  others  like  him  will  never  comprehend  is  that 
taxes  are  not  just  a  means  of  collecting  revenue;  they  are 
also  a  price.  By  lowering  the  price  on  work,  innovation,  pro- 
ductivity, risk-taking,  success — as  Dole  proposes  to  do — we 
will  get  more  of  these  good  things,  particularly  by  halving 
the  capital  gains  tax.  Dole  has  made  it  clear  that  his  proposal 
is  only  a  down  payment  for  a  major  overhaul  of  our  com- 
plex, corrupting  tax  code.  He  has  seized  the  high  ground. 


THE  MOST  LAUGHABLE  WHITE  HOUSE  CRITICISM 

is  that  tax  cuts  are  a  "free  lunch."  The  American  people's  they  create  is  a  giveaway.  Americans  know  that  the  polit- 
work  created  that  money.  Only  in  Washington  could  ical  culture  exemplified  by  Bill  Clinton  has  been  lunch- 
there  be  a  belief  that  letting  people  keep  more  of  what    ing  off  the  nation  long  enough. 

WOULD  YOU  TRUST  THESE  GUYS? 


Under  the  guise  of  reinventing  government,  the 
Clinton  Administration  is  privatizing  a  goodly  chunk  of 
the  government's  security  clearances.  Several  hundred 
employees  of  the  Office  of  Personnel  Management  are 
working  for  the  new  U.S.  Investigations  Services,  Inc., 
which  is  conducting  the  background  checks  on  some 
40%  of  federal  employees  and  job  applicants. 

The  move  is  an  open  invitation  for  abuse  of  privacy.  This 
Administration  has  already  gravely  compromised  FBI  files  of 
hundreds  of  appointees  who  worked  for  Republican  admin- 
istrations. If  the  FBI  could  be  compromised,  how  can  sensi- 
tive information  be  guaranteed  safe  with  a  private  company? 

The  firm's  contract  is  up  in  three  years.  It  is  expecting  too 


much  of  human  nature  to  think  that  an  outfit  trying  to  win 
a  juicy  contract  would  be  able  to  resist  improper  requests 
from  government  officials.  And  what's  to  stop  a  company, 
or  its  employees,  from  keeping  bootleg  copies  of  sensitive 
personal  information,  particularly  if  it  loses  a  contract? 

Ostensibly,  the  maneuver  will  save  the  government 
some  money.  But  that  hardly  justifies  the  enormous  risk 
to  the  privacy  of  hundreds  of  thousands  of  Americans, 
particularly  considering  this  Administration's  ethics. 

Last  year  Congress  initiated  a  program  allowing  the  IRS 
to  hire  private  firms  to  collect  money  owed  by  allegedly 
deadbeat  taxpayers.  That  idea  should  have  been  shelved — 
as  should  this  one.  These  are  scandals  waiting  to  happen. 


INCREDIBLE 


The  dramatic  fall  of  Argentina's  finance 
minister,  Domingo  Cavallo,  vividly  demon- 
strates why  the  International  Monetary  Fund 
is  in  desperate  need  of  a  drastic  overhaul.  The 
IMF  is  an  economic  twister  leaving  eye-pop- 
ping wreckage  in  its  wake. 

Cavallo  was  a  miracle  man.  By  tying  the  peso 
to  the  dollar  in  1991,  he  quickly  ended  nearly 
50  years  of  inflation,  causing  it  to  plunge  from 
several  thousand  percent  down  to  single  digits. 
Taxes  were  cut  at  the  same  time,  triggering  an 
economic  boom.  Cavallo  tackled  a  swamp  of 
internal,  cartel-like  obstacles  and  regulations. 
An  impressive  privatization  program  was 
launched,  with  government-owned  untouch- 


§L 


IMF  nostrums  wreak  no 
less  havoc  than  nature. 


ables  such  as  telephone  and  oil  companies 
sold  to  private  investors.  The  government  has 
partially  privatized  its  bankrupt  national  pen- 
sion system,  a  reform  that  is  creating  an  im- 
pressive pool  of  private  capital  and  savings. 

This  inspiring  progress  was  nearly  undone 
by  Mexico's  peso  crisis  in  December  1994. 
Conventional  wisdom  was  that  Argentina 
would  be  sunk  by  the  Mexican  whirlpool.  In 
the  three  months  following  the  crisis,  about 
20%  of  Argentina's  bank  deposits  fled  the 
country  in  anticipation  of  a  devaluation  and  a 
return  of  inflation.  Cavallo  adamantly  refused 
to  abandon  a  stable  peso.  To  see  Buenos  Aires 
through  the  storm,  the  U.S.  should  have  set 
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up  short-term  bridge  loans.  Instead,  Argentina  was  told  to 
throw  itself  on  the  tender  mercies  of  the  IMF.  The  IMF 
demanded  that  Argentina  decrease  its  budget  deficit  to 
around  1%  of  GDP,  possible  only  by  levying  tax  increases. 
The  economy  crashed  into  recession.  Unnecessary  austerity 
and  unemployment  resulted. 

Thanks  to  higher  taxes,  recover)'  has  been  anemic. 
Government  receipts  have  fallen  below  expectations,  and 
Cavallo  has  been  forced  to  propose  new  levies  to  make  up 


the  shortfall.  The  slowdown  politically  damaged  the  gov- 
ernment. Hence,  Cavallo  was  sacked. 

Unfortunately,  our  Treasury  Department  remains 
enamored  with  the  IMF's  toxic  theories  and  procedures 
of  economic  malpractice.  In  medicine,  a  surgeon  who 
perpetually  botched  his  operations  would  be  besieged  by 
lawsuits  and  would  lose  his  license.  In  economics,  as  the 
IMF  and  our  Treasury  Department  demonstrate,  such  a 
miserable  record  generates  no  censure  at  all. 


COMMERCE  101 


Just  how  clogged  Europe's  economic  arteries  have 
become  was  recently  demonstrated  in  a  bitter  debate  in 
Germany.  The  subject:  mildly  liberalizing  the  hours  stores 
can  stay  open.  Germany  had  some  of  the  most  restrictiv  e 
shopping  hours  in  Europe,  with  most  retailers  forbidden 
to  stay  open  later  than  6:30  p.m.  on  weekdays  (Thurs- 
days, 8:30  p.m.)  and  2  p.m.  on  most  Saturdays,  and  flat- 
ly prohibited  from  opening  on 
Sundays.  No  wonder  the  country's 
savings  rate  is  so  high — consumers 
don't  have  much  time  to  spend  their 
money.  These  restraints  have  cost  the 
Teutons  dearly  in  economic  growth. 

Liberalizing  store  hours  should 
have  been  a  nonpartisan  no-brainer.  It 
was  quite  the  opposite,  however.  The 
new  law,  which  allows  stores  to  stay 
open  until  8  p.m.  on  weekdays  and  4 
p.m.  on  Saturdays  (bakeries  will  be 
permitted  to  be  open  for  three  hours 
on  Sundays),  triggered  intense  oppo- 
sition. Naysayers  claimed  that  longer  hours  would  destroy 
small  retailers  in  favor  of  department  stores  and  supermar- 
kets (apparently,  these  folks  have  never  visited  American 
malls,  with  their  extraordinary  variety  of  outlets),  and 
would  undermine  family  life.  Angry  unions  are  demanding 
lavish  overtime  for  any  extra  hours  worked. 

These  latter-day  Luddites  also  claimed  that  business 
wouldn't  be  helped  because  consumers  have  only 


Spreading  the  wealth:  With  increased 
hours  everyone  will  benefit. 


much  money  to  spend,  no  matter  when  they  shop.  The 
notion  that  giving  people  more  flexibility  will  stimulate 
commerce  is  an  alien  one  in  much  of  Europe. 

Germany  is  in  a  foul  mood,  especially  the  formerly 
communist  East.  The  government  recognizes  the  need  to 
get  its  sluggish  economy  moving  again,  but  it  is 
approaching  the  task  in  the  most  difficult  way  possible.  It 
is  proposing  real  cuts  in  social  spend- 
ing and  deregulating  things  such  as 
store  hours  without  implementing 
massive  tax  cuts. 

Germany's  biggest  economic  ob- 
stacle remains  its  suffocating  tax  code. 
Chancellor  Kohl  should  take  a  cue 
from  Ludwig  Erhard,  the  architect  of 
Germany's  post-World  War  II  eco- 
nomic miracle.  Erhard  enacted  a  series 
of  significant  reductions  and  swept 
away  economic  restrictions  the  Allies 
had  imposed  after  the  war.  Germany, 
a  basket  case,  suddenly  blossomed. 
Today  capital  is  fleeing  the  country  as  if  Germany  were 
Venezuela  or  Rwanda.  Last  year  direct  overseas  invest- 
ments by  Germans  zoomed  nearly  80%. 

If  Bonn  were  to  enact  Erhard-like  reforms,  the  country 
would  quickly  revive,  and  much  of  Europe  would  soon 
follow  suit.  Austria  is  planning  to  ease  its  Germany-like 
retail  restrictions  for  fear  consumers  will  cross  the  border 


so    to  do  their  evening  and  weekend  shopping  in  Germany. 


SORDID 

Boy  Clinton:  The  Political  Biography — by  R  Emmett  know  that  in  the  summer  of  1994  The  Economist  listed  eight 
Tyrrell  Jr.  (Regnery  Publishing,  Inc.,  $24.95).  Tells  the  oft-     unpleasant  incidents  in  warning  of  the  'peculiar  pattern  of 


tawdry  tale  of  the  First  Couple's  political  rise. 
Tyrrell  presents  evidence  that  in  the  mid-1980s 
Clinton  knew  Arkansas'  Mena  Airport  was 
being  used  not  only  to  supply  the  Nicaraguan 
contras  but  also  to  bring  in  illegal  drugs,  and  did 
nothing  about  it.  Tyrrell  dissects  Clinton,  mak- 
ing the  point  that  chronic  campaigners  of  his  ilk 
are  at  heart  performers — i.e.,  getting  and  hold- 
ing an  office  is  infinitely  more  important  than 
performing  substantively  once  in  office.  After 
reading  chapter  six  one  wonders  anew  at  how 
much  the  Clintons  have  gotten  away  with: 
These  cats  seem  to  have  an  infinite  number  of  political  lives. 
Excerpt:  Historians  will  someday  settle  the  question  as  to 
whether  the  Arkansas  machine  had  a  hand  in  the  untimely 
deaths  that  overcame  the  Clintons'  friends,  associates,  distant 


suicides  and  violence"  surrounding  "people  con- 
nected to  the  Clintons'':  Vince  Foster,  Kathy 
Ferguson  (ex-wife  of  a  Clinton  bodyguard,  sui- 
cide), Bill  Shclton  (Arkansas policeman,  boyfriend 
of  Ferguson,  suicide),  Jon  Walker  (RTC  investiga- 
tor concerned  with  irregularities  at  Madison 
Guaranty  Savings  and  Loan,  fell  from  the  top  of  a 
building,  dead),  Jerry  Parks  (chief  of  security  for 
Clinton 's  1992  campaign  headquarters,  shot  dead 
in  Arkansas),  Gary  Johnson  (Arkansas  lawyer 
badlv  beaten  in  1992  after  claiming  to  have  video- 
tapes of  Clinton  calling  on  Gennifer  Flowers), 
Dennis  Patrick  (endured  three  attempts  on  his  life  after  he  dis- 
covered millions  of  dollars  passing  mysteriously  through  his 
account  at  the  firm  of  Clinton  supporter  and  friend  Dan  Las- 
ater),  and  Stanley  Huggins  (early  investigator  into  Madison 


acquaintances,  and  enemies  during  their  rise  to  power.  We  do    Guaranty  Savings  and  Loan,  found  dead  in  Delaware). 
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The  Principal®  family  of  retirement  accounts  has 
a  truly  brilliant  track  record. 

An  independent  rating  company,  Lipper 
Analytical  Services,  recently  analyzed  mutual  fund 
families  and  ranked  their  performance. 

Applying  Upper's  criteria,  our  accounts  out- 
performed fund  families  like  Vanguard,  Fidelity, 
T.  Rowe  Price,  Franklin/Templeton,  Merrill  Lynch. . 
and  on  down  the  line; 

One  reason  we  out-perform  them 
is  that  generally  our  expenses  are  only 
a  fraction  of  theirs. 

At  The  Principal,  our  focus  is  solely 
on  long-term  returns  for  retirement 

401(k) 


the: 


and  401(k)  plans.  As  a  result,  we  manage  nearly 
$40  billion  in  retirement  assets  for  33,000  companies 
and  millions  of  employees. 

In  fact,  we  provide  administrative  services  for 
more  401(k)  plans  than  any  bank,  mutual  fund  or 
insurance  company.** 

For  over  100  years,  The  Principal  has  been 
helping  people  get  the  most  out  of  their  money. 

That's  The  Principal  Edge? 
To  learn  more  about  us,  visit  us  at 
http://www.principal.com  on  the 
Internet.  And  if  you'd  like  to  compare 
the  results  of  the  study  for  yourself, 
please  call  1-800-255-6613. 


Financial 
Group 


HMO/PPO  •  Mutual  Funds  •  Securities  •Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 

©  1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392. 
'  Ranking  for  mutual  fund  families  stated  is  based  on  five-year  performance  and  measurement  information  provided  by  Lipper  Analytical  Services,  We  applied  like  criteria  to  our  accounts  for  comparison. 
The  Principal  separate  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans. ' '  CFO  magazine,  April/May  1 996,  Senior  Financial  Executive  Ranking. 
Productsand  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  itssubsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC). 

Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


It's  Bigger  than  the  INTERNET. 

It's  about  global  commerce.  And  building  a  company- 
wide  INTRANET.  Its  about  staying  competitive. 


can  go...  or  who  you  can  do  business  with. 

U.S.  Robotics  provides  end-to-end  information  access 
solutions  for  every  level  of  your  organization  -  giving 
you  an  edge  on  the  competition. 

We  provide  the  technology  to  access  a  future 
without  limits. 

Mobotics 

The  Intelligent  Choice  in  Information  Access 


NETWORK  SYSTEMS  DIVISION 

Offices  Worldwide 


Other  Comments 


Practice  Makes  President 

Bill  Clinton  was  a  law  professor  at 
the  University  of  Arkansas.  Rarely  was 
he  in  his  office.  Frequently  his  classes 
were  canceled.  He  might  be  seen  sit- 
ting around  the  law  school  lounge, 
chatting  and  joshing.  He  was  almost 
never  seen  using  the  law  library  He 
filed  grades  late.  In  1974  he  did  not 
post  grades  for  his  spring  criminal  pro- 
cedure class  until  the  end  of  the  sum- 
mer. Only  six  months  passed  after  Clin- 
ton graduated  from  Yale  Law  School 
before  [he]  launched  his  campaign  for 
a  seat  in  the  House  of  Representatives. 
-R.  Emmett  Tyrrell  Jr.,  Boy  Clinton 

Fox  in  the  Henhouse 

The  transfer  of  [security  and  back- 
ground checks  of  federal  employees 
and  job  applicants  to  a  private  compa- 
ny] comes  at  the  worst  possible  time 
for  the  White  House,  which  is  in  deep 
trouble  for  its  politically  suspicious  tap- 
ping of  confidential  FBI  files  on  hun- 
dreds of  people  including  Republicans. 

A  president  who  cannot  keep  his 
inner  circle  on  a  righteous  path  deal- 
ing with  such  potentially  explosive 
information  is  in  a  poor  position  to 
safeguard  a  much  broader  operation 
from  abuses  or,  in  his  benign  con- 
struction, bureaucratic  snafus. 
-San  Francisco  Examiner  editorial 

End  of  an  Era 

Already,  Roque  Fernandez  [Argen- 
tine finance  minister  Domingo  Ca- 
vallo's  successor]  has  revealed  an 


openness  to  tax  hikes. 

Cavallo  also  pushed  for  higher  taxes 
in  his  final  months,  but  only  due  to 
IMF  demands.  During  the  Cavallo  era 
we  could  take  comfort  in  the  assurance 
the  minister  would  start  cutting  taxes 
as  soon  as  political  conditions  allowed. 
Cavallo  had  no  qualms  about  borrow- 
ing money  to  cover  short-term  deficits 
a  tax  cut  might  generate,  knowing  that 
improvements  to  the  economic  envi- 
ronment would  pay  back  many- fold 
down  the  road.  With  Fernandez  at 
the  helm,  we  do  not  envision  any  of 
Cavallo's  zeal,  salesmanship  and  will- 
ingness to  fight  for  progrowth  tax 
and  regulatory  improvements. 
-Michael  M.  Churchill, 
Polyconomics,  Inc. 

Chew  on  This 

A  proposition  about  economics  is 
that  "there  is  no  free  lunch."  While  this 
is  sometimes  taken  as  a  dismal  state- 
ment, it  may  be  considered  optimistic 
in  the  sense  that  no  free  lunch  has  gone 
uneaten:  that  is,  no  opportunities  have 
been  wasted.  Moreover,  it  does  not 
deny  the  possibility  that  some  lunches, 
though  not  free,  are  worth  paying  for. 
-Herbert  Stein, 
On  the  Other  Hand  .  .  . 

Medical  Drama 

The  Kennedy-Kassebaum  health  in- 
surance bill  passed  by  Congress  would 
require  doctors  to  pass  to  databases 
"encounter  data,"  a  vague  term  that 
might  include  [details]  of  visits  and 


consultations.  The  bill  also  allows  med- 
ical researchers  to  use  patient  informa- 
tion gathered  by  health  care  companies 
in  research  without  their  consent. 

Senator  Patrick  J.  Leahy  (D-Vt.), 
who  unsuccessfully  attempted  to  add 
privacy  protections  to  the  bill,  [said], 
"A  few  years  ago  we  passed  legislation 
protecting  records  of  videotape  rentals, 
but  we  have  yet  to  provide  even  that 
level  of  privacy  protection  for  our  per- 
sonal and  sensitive  health  care  data." 
-John  Schwartz,  Washington  Post 


I  have  long  believed  that  the 
best  place  to  live  is  the  suburb 
of  a  great  city,  where  one  can 
leech  off  its  cultural  resources 
without  having  to  worry  about 
being  murdered  or  paying  city 
taxes  to  support  a  bunch  of 
spendthrift  bureaucrats. 
-Joe  Queenan,  GQ 

Eloquent  Optimist 

It  was  perhaps  [the  late  journalist 
James  Reston's]  unfailing  kindliness 
that  constituted  his  special  attractive- 
ness. It  enabled  him  to  view  the 
faults  and  frailties  of  the  world  with 
compassion  and  to  carry  on  in  the 
belief  that  the  best  in  mankind  would 
eventually  win  out  over  the  worst. 

"Stick  with  the  optimists,  Niftie,"  he 
wrote  in  a  column  in  1980,  welcoming 
his  new  grandson,  Devin  Fitzgerald 
Reston,  to  the  human  race.  "It's  going 
to  be  tough  even  if  they're  right." 
-R.W.  Apple  Jr.,  New  York  Times 

Job  Displacement 

Sometimes  the  jobs  listed  in  the 
help-wanted  section  of  the  paper  are 
a  little  more  challenging  than  intend- 
ed. A  sampling  from  the  Boston  area: 
•Dead  or  alive  dynamic  office  per- 
son. Couch  potatoes  need  not  apply 
•Bartender.  No  booze. 
•Receptionist.  Must  be  able  to  stay 
at  desk  until  relieved  for  breaks. 
•All-around  meatperson. 
•Pastry  chef.  Background  in  fine 
pastries,  torts,  tarts. 
-New  York  Times  Magazine  Bi 
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ow  is  always  the  hardest  time  to  invest. 


What  should  you  do  with  your  money?  Buy?  Sell?  Hold?  Diversify? 

At  U.S.  Trust,  we  believe  the  biggest  risk  you  can  take  is  to  be  paralyzed  by  indecision. 
Because  no  matter  which  way  the  financial  markets  may  be  moving,  there  are  always  attractive 
opportunities.  But  to  profit,  you  must  participate. 

We've  been  identifying  profitable  investments  for  clients  and  their  families  for  over  140  years. 
During  that  time,  we  have  developed  an  investment  philosophy  that  has  enabled  us  to  become  one 
of  America's  premier  asset  management  institutions. 

It's  a  philosophy  that  stresses  investing,  not  trading,  and  follows  a  disciplined,  proven 
approach  to  identifying  sound  opportunities. 

This  investment  approach  has  succeeded  for  generations  of  investors  prepared  to  act.  If 
you'd  like  to  join  them,  or  if  you'd  simply  like  more  information,  call  Richard  E.  Foley, 
Senior  Vice  President,  at  1-800-U.S.  TRUST. 


NEW  YORK  BOCA  RATON  COSTA  MESA  DALIAS  GREENWICH  I.0S  ANGELES  NAPLES  PALM  BEACH  PORTLAND  PRINCETON  STAMFORD  WASHINGTON  D  C.  WEST  HARTFORD  GRAND  CAYMAN 


Premiere  Ln  Monte  Carlo. 


J'rk.t  Shar.  Analysis 


The  power  to  present.  In  color,  in  stereo,  with  sharp  text  and  with  video.  This  is  the  Monte  Cario'"  jk 


notebook  from  Fujitsu.  It  is  a  multimedia  notebook  with  a  six-speed  CD-ROM  and  full  16-bit 


stereo  sound  with  Sound  Blaster'- compatible  audio.  The  Monte  Carlo  notebook  delivers  the 


full  power  of  a  desktop  in  a  fraction  of  the  size.  Operating  with 


up  to  a  133MHz  Intel  Pentium®  processor  and  16MB  expandable  EDO  RAM  that  is  built  on 


32-bit  PCI  bus  architecture,  the  Monte  Carlo  notebook  produces  processing  speeds  guaranteed  to 


impress.  It  features  a  large  12.1"  SVGA  active-matrix  color  display 


and  MPEG  1  support.  At  every  point,  Fujitsu  has  maximized  multimedia 


performance  by  using  premium  components.  The  reason  is  simple. 


With  operations  in  more  than  100  countries,  Fujitsu  is  a  globai  leader  in  a 


wide  range  of  information  technologies,  including  PCs,  enterprise 


systems,  communications,  software  and  services.  Fujitsu  has  earned  this 


position,  and  $36  billion  in  annual  revenue,  by  focusing  closely  on 


the  user  and  exceeding  expectations.  Each  Fujitsu  notebook  is  supported 
by  this  philosophy — in  the  use  of  quality  components,  in  precision  manufacturing,  and  in  design 
that  maximizes  mobile  comfort.  Its  standards  of  service  and  support  are  equally  far-reaching. 
The  Monte  Carlo  notebook  is  backed  by  a  three-year  limited  warranty,  including 
24-hour,  7-day,  toll-free  technical  assistance.  Ultimately,  on  whichever  stage  your 
business  chooses,  the  Monte  Carlo  notebook  delivers  a  premiere  performance. 


133MHZ.  120MHZ  OR  100MHZ  INTEL  PENTIUM  PROCESSOR 
8MB  OR  16MB  EXPANDABLE  EDO  RAM 
UP  TO  12.1"  SVGA  ACTIVE-MATRIX  COLOR  DISPLAY 
1GB  OR  810MB  HARD  DRIVE 


IRDA-COMPLIANT  PORT  FOR  WIRELESS  DATA  TRANSFER 
TWO  TYPE  II  OR  ONE  TYPE  Ml  PCMCIA  SLOT 


can  1-888-4-ON-THE-GOext.2003 

Visit  us  at  www.fujitsu-pc.com  or  call  QuikFacts  fax  on  demand:  1-800-936-5209 
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By  Caspar  W.  Weinberger,  Chairman 


FIXING"  SOCIAL 

Social  Security  is  an  issue  that  lurks  just  below  the 
surface  of  American  political  campaigns,  waiting  to  leap 
forward,  if  summoned,  and  become  the  dominant  issue. 
Any  suggestion  of  even  a  slight  change  in  the  system — 
urgentiy  in  need  of  major  revamping — is  immediately 
distorted  and  becomes  a  fierce  debate  over  charges  that 
anyone  proposing  a  change  is  actually  seeking  to  elimi- 
nate or  weaken  this  virtually  sacred  icon. 

For  this  reason  the  issue  is  rarely  summoned  during  a 
campaign  but  is  set  aside  for  serious  consideration  "after  the 
election."  As  we  seem  to  be  perpetually  engaged  in  either 
campaigns  or  elections,  little  time  is  left  to  take  a  long,  sober 
look  at  what  changes  must  be  made  to  Social  Security. 

To  this  end,  a  quiet,  bipartisan  advisory  group  of  inter- 
ested persons  with  some  expertise  has  been  working  for 
more  than  two  years  on  the  necessary  preliminary  pro- 
posals. Not  surprisingly,  they  are  considering  three  plans 
because  they  could  not  all  agree  on  one.  They  have  all 
agreed  on  one  significant,  but  little  published,  change:  At 
least  some  of  the  $385  billion  (and  rising)  Social  Security 
taxes  collected  annually  should  be  invested  in  the  stock 
market  rather  than,  as  present  law  requires,  invested  com- 
pletely in  special  issue  government  bonds. 

Many  interesting  arguments  and  much  solid  reasoning 
have  produced  this  surprising  unanimity  among  the  13- 
member  advisory  group.  The  first  argument,  of  course,  is 
that  the  system  is  going  to  need  more  money  if  the  cur- 
rent benefit  level  is  to  be  maintained  for  the  large  increase 
in  eligible  recipients — the  so-called  baby  boomers — after 
2012.  At  that  point  the  system  will  begin  paying  out  more 
revenue  than  it  takes  in  in  taxes.  Without  change,  the 
Social  Security  fund  will  be  bankrupt  by  the  year  2029. 

Socialism  in  Disguise? 

There  are,  of  course,  many  ways  in  which  Social 
Security  taxes  could  be  invested.  The  most  dangerous 
(and,  predictably,  the  proposal  attracting  much  support 
from  Washington  bureaucrats)  is  the  "direct  investment" 
plan.  Its  most  prominent  supporter  is  Robert  Ball,  a  for- 
mer commissioner  of  the  Social  Security  Administration, 
who  takes  a  fierce,  proprietary  interest  in  everything  con- 
nected with  it.  This  plan  was  basically  designed  in 
response  to  those  who  chafe  at  the  current  low  rate  of 
return  and  want  to  run  their  own  investment  plans.  Mr. 
Ball  would  have  the  government  invest  about  40%  of 


SECURITY— AGAIN 

Social  Security  trust  funds  in  the  stock  market  and  an 
additional  30%  in  private  corporate  bonds. 

When  direct  investment  is  discussed,  little  attention  is 
paid  to  the  fact  that  this  would  not  "privatize  the  sys- 
tem," but  would  actually  give  the  government  a  huge 
direct  say  in  corporate  governance  that  hitherto  has  prop- 
erly been  in  private  hands.  In  an  excellent  summary  of  the 
problem  the  Wall  Street  Journal  reports  that  Senator 
Dole's  advisers  have  calculated  that  this  plan  might  give 
the  government  as  much  as  10%  of  all  of  the  shares  of  pri- 
vate corporations.  And  if  the  investments  were  concen- 
trated, government  ownership  could  be  much  higher 
than  10%  in  some  major  corporations.  Proponents  of  the 
direct  investment  plan  scoff  at  such  apprehensions,  saying 
that  government  would  only  be  a  "passive  investor"  and, 
of  course,  would  not  vote  the  shares  it  owns.  Oh? 

Corporations  familiar  with  the  actions  of  bodies  like  the 
California  Public  Employees'  Retirement  System 
(CALPERS)  are  not  comforted.  CALPERS,  as  the  holder  of 
vast  numbers  of  shares  in  some  corporations,  has  frequently 
taken  it  upon  itself  to  try  to  dictate  policies  and  to  recom- 
mend personnel  appointments  in  those  corporations.  If  you 
think  CALPERS'  trying  to  run  AT&T  is  a  disturbing  idea, 
think  about  the  Social  Security  Administration's  doing  it. 

Much  More  to  Consider 

Clearly  Social  Security  needs  revising,  but  a  true  privati- 
zation would  look  much  more  like  the  proposals  made  a 
few  months  ago  by  our  editorial  neighbor,  Steve  Forbes. 
His  adjustment  would  allow  younger  workers  to  divert  a 
portion  of  dieir  12.4%  Social  Security  tax  to  funds  invest- 
ed in  and  managed  by  themselves,  helping  to  increase  the 
amounts  in  their  retirement  accounts.  Variations  provide 
for  some  funds  to  be  left  with  die  government,  which  in 
turn  would  guarantee  some  benefits  but  would  leave  the 
balance  for  the  individual  to  manage  and  control,  giving 
one  more  say  in  one's  own  investment  plan. 

Various  combinations  of  this  and  other  proposals  can 
and  should  be  considered  by  the  advisory  group. 
However,  two  beacon  lights  should  guide  them: 

•  No  increase  in  Social  Security  taxes  should  be  imposed; 
1  2.4%  is  discouraging  enough  for  new  employment. 

•  The  government  should  most  certainly  not  be  allowed 
to  own  shares,  giving  it  policymaking  capabilities  in 
America's  corporations.  Hi 
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With  more  than  one  billion  smartcard  chips  shipped 
SGS-THOMSON  is  the  recognised  leader  in  this  fast 
growing  sector.  The  company's  ability  to  produce 
reliable  chips  with  built-in  security  make  it  the  partner  of 
choice  for  some  of  the  world's  leading  exponents  of 
smartcard  applications.  ST  technology  is  at  work  in 
fields  as  diverse  as  banking,  entertainment  services, 
telecommunications  and  many  others. 
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SGS "THOMSON       The  SGS-THOMSON  Microelectronics  Group  provides  Service  and 

K5flD©[^@[i[Lll(£-ir^CQ)RQD©S      Technology  throughout  the  world: 


You  Bank  On  Us 
Every  Day 


We're  SGS-THOMSON  Microelectronics. 

We  make  the  chips  that  make  electronic 
banking  possible.  When  you  use  an  ATM,  for 
example,  it's  likely  an  ST  chip  is  driving  the 
display  while  other  chips  are  helping  verify 
that  your  card  is  valid.  When  your 
transaction  slip  is  printed  our  chips  are 
probably  helping. 

And  as  the  financial  world  goes  more 
electronic  even  more  people  bank  on  us. 

We  are  the  world's  leading  supplier  of  the 
integrated  circuits  used  in  smartcards  -  now 
hailed  as  the  new  money.  By  working  with 
experts  in  the  banking  community  we  have 
developed  chips  that  make  smartcards  as 
safe  as  any  other  form  of  purchase  medium. 


In  fact,  it  is  our  ability  to  work  with  partners 

from    all    walks    of    life    to  produce 

differentiated  products  that  sets  us  apart  from 

the  crowd.  It  has  also  helped  make  S7*one  of 

the   most  consistent  performers   in  the 

microelectronics  industry. 

Again  last  year,  for  example,  our  net 

revenues  were  up,  this  time  by  34%  to 
$3,554  billion  with  earnings  up  from  $363.5 
million  to  $526.5  million.  And  our  second 
quarter  results  this  year  underline  our  consis- 
tency with  earnings  of  over  $1 76  million. 

We're  SGS-THOMSON,  a  force  to  count 
on  in  microelectronics. 

Call  us  now  and  you'll  find  that  we  are  a 
company  you  can  bank  on. 


It's  About  Time 
You  Checked  Us  Out! 


Service  and  Technology 

Contact  SGS-THOMSON  on  these  fax  numbers:  The  Americas  +  1  617  2599423 
Asia  Pacific  +  654820240  -  Europe  +  33  50402860  -  Japan  033  2804131 
Visit  our  web  site  at  http://www.st.com 
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HflBH 


Australia,  Brazil,  Canada,  China,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea,  Malaysia,  Malta,  Morocco, 
The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  United  Kingdom,  U.S.A. 
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Paltry  meals  and  hostile  hostesses 


BY  NATASHA  BACIGALUPO 


Even  now  that 
airline  profits 
have  fattened 
up,  they're 
still  forcing 
us  to  tighten 
our  belts. 


Susan  Boyd  recently  boarded  a  6:05  a.m.  TWA 
flight  from  Albuquerque,  N.M.  to  St.  Louis, 
Mo.  She'd  been  on  the  go  since  4  a.m.,  so  her 
stomach  told  her  it  was  time  for  a  hearty  break- 
fast. TWA  disagreed:  A  small  dry  muffin  would 
have  to  do.  At  the  St.  Louis  airport,  Boyd 
rushed  to  catch  her  2lA  hour  con- 
necting flight  to  New  York. 
Lunchtime,  right?  Nope — pretzels 
only.  In  all,  five  hours  of  flying  with 
barely  a  thing  to  eat.  Sighs  Boyd, 
a  physicist  and  consultant  who 
flies  this  route  all  too  often: 
"They  used  to  offer  a  real  meal. 
Now  I  bring  my  own  food." 

Back  in  1990  TWA  spent 
$4.77  per  meal,  according  to 
numbers  compiled  by  airline 
consultant  back  Information 
Services.  These  days  it 
spends  just  $3.55.  The 
trend  is  the  same  for  all  the 
domestic  airlines.  On  some  flights 
American  Airlines  now  hands  out  brown-bag 
snacks  to  travelers  as  they  trudge  on  board.  On 
flights  of  over  1,350  miles  Delta  will  serve 
breakfast  only  if  at  least  25  minutes  of  the  flight 
fall  between  7  a.m.  and  8  a.m;  dinner  if  25 
minutes  fall  between  6:30  p.m.  and  7:30  p.m. 
No  wonder  we're  cranky  when  we  land. 

If  you  buy  a  bargain-basement  ticket,  you 
don't  much  mind  going  hungry.  But  airlines 
starve  higher-paying  passengers,  too.  Clive 
Rowe,  a  management  consultant,  often  flies 


Continental  from  New  York  to  Houston.  He 
takes  the  7:30  p.m.  flight,  which  lands  3H 
hours  later.  The  fare:  $1,351  round-trip.  The 
food:  a  "snack,"  often  a  bag  of  greasy  chips  and 
a  handful  of  carrots.  Sighs  he:  "It's  a  paltry 
meal  served  by  a  hostile  hostess." 

The  airlines  stopped  nourishing  us  when  they 
were  losing  money.  But  now  that  prof- 
its have  fattened  up,  they're 
3  still  forcing  us  to  tighten  our 
belts.  "We've  found  that  on 
short-haul  flights  food  service  is 
not  a  primary  concern  to  pas- 
sengers," declares  a  spokesman 
for  American. 
Arlington,  Tex. -based  lsg 
'  Lufthansa  Service/SKY  Chefs,  the 
world's  largest  airline  caterer, 
hopes  to  convince  the  airlines  oth- 
erwise. President  Michael  Kay  has 
issued  a  challenge:  He's  putting  up 
$1  million  to  provide  a  domestic  car- 
rier with  improved  in-flight  food  ser- 
vice on  a  competitive  route,  say, 
Chicago  to  New  York.  In  return,  that  carrier 
must  promote  the  fact  that  its  food  is  better 
than  its  competitors'.  Kay  is  betting  that,  given 
a  choice,  passengers  will  choose  the  airline  with 
something  decent  to  eat.  Details  are  still  being 
ironed  out,  but  United,  Delta  and  Northwest 
are  considering  Kay's  offer. 

I'm  keeping  my  fingers  crossed  that  Kay  makes 
his  point.  In  the  meantime,  I'm  learning  to  view 
flying  as  an  easy  way  to  maintain  my  figure. 


The  educated  consumer  fights  back 


BY  CHRISTOPHER  PALMER! 


Finally,  a  way 
to  cut  through 
the  clutter  of 
competing 
phone  plans. 


There  are  four  of  us  here  at  Forbes'  Hous- 
ton bureau  and,  boy,  do  we  run  up  big  phone 
bills.  So  I  get  bombarded  by  salespeople  for 

long  distance  phone  com-   

panies.  All  of  them  swear 
they  charge  less  than  the 
others,  but  the  plans  they 
offer  are  so  confusing  that 
I've  resisted  switching. 

Then  I  got  a  call  about 
an  outfit  called  the  Institute 
of  Telecommunications. 
The  pitch:  If  you  send  them 
a  copy  of  your  long 
distance  bill  the  Institute 
will  analyze  it — against  a 
list  of  150  calling  plans 
offered  by  26  long  distance 
providers — and  figure  out 
which  plan  will  save  you  the 
most  money.  The  Institute 


makes  its  money  from  commissions,  10%  on 
average,  from  the  long  distance  companies  if 
you  order  their  service. 

"We  are  like  a  travel  agent 
for  long  distance,"  explains 
John  Banks,  the  56-year-old 
Englishman  who  founded 
the  Houston-based  Institute 
two  years  ago. 

With  nothing  to  lose,  I 
sent  Banks  a  recent  copy  of 
the  Southwest  Bureau's  long 
distance  phone  bill.  A  few 
days  later  the  Institute  deliv- 
ered a  report  with  a  colorful 
pie  chart  that  broke  down 
our  bill  by  such  categories 
as  international,  intrastate, 
interstate  and  calling 
card  calls. 

Suddenly  our  current  long 
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distance  provider,  AT&T,  didn't  look  so  good. 
The  Institute  found  us  five  other  carriers, 
respectable  names  like  LDDS  WorldCom,  Fron- 
tier Corp.  and  LCI  International,  that  it  said 
would  save  us  around  50%  off  AT&T's  rates. 
The  total  savings,  it  said,  worked  out  to  $500 
a  month. 


Next  I  sent  the  Institute  my  personal  phone 
bill.  Once  again  my  current  carrier,  MCI,  got 
beat.  A  tiny  carrier  called  Cypress  Telecom- 
munications (Cytel)  would  save  me  18%. 

They  say  the  best  consumer  is  an  educated 
consumer.  But  I  guess  AT&T  and  mci  won't 
agree  with  me  on  that  one. 


The  marriage  broker 


BY  RIUA  ATLAS 


Looking  for 
a  mate?  Try 
praying  at  the 
grave  of  Rabbi 
Jonathan. 


ONE  nice  thing  about  being  a  young  woman 
these  days:  There's  a  lot  less  pressure  to  be 
married  by  the  time  you're  30.  Some  settle 
down  early;  others  don't.  Even  my  Orthodox 
Jewish  parents  have  been  fairly  patient  with 
my  "independent"  lifestyle. 

But  when  I  visited  them  recently  in  Israel — 
where  they  retired  ten  years  ago — my  parents' 
instincts  got  the  better  of  them:  My  father 
proposed  a  trip  to  Amuka. 

You  won't  find  Amuka  in  many  guide- 
books. It's  the  site  of  the  grave  of  Rabbi 
Jonathan,  son  of  Uziel.  Legend  has  it  that 
Rabbi  Jonathan,  who  died  in  the  1st  century, 
was  so  preoccupied  with  the  study  of  the 
Talmud  that  he  never  married.  Thus  he  tries 
to  help  other  singles  avoid  the  same  fate.  If 
you  pray  at  his  grave  hard  enough,  the  story 
goes,  Rabbi  Jonathan  will  help  you  find  your 


intended  mate  within  a  year. 

Scoff  if  you  like,  but  my  father  has  made 
three  trips  to  Amuka  on  behalf  of  his  three 
daughters.  After  the  first  two  trips,  my  older 
sisters  were  soon  engaged.  But  I,  alas,  remain 
stubbornly  single.  Apparently,  in  my  case  a 
personal  visit  was  required. 

After  three  hours  of  traveling  north,  we 
ventured  down  a  bumpy  road  to  reach  the 
grave  site.  I  spotted  few  singles.  Instead, 
Rabbi  Jonathan's  grave  was  surrounded  by 
families  feasting  at  picnic  tables. 

Feeling  only  slightly  self-conscious,  I  duti- 
fully prayed. 

I've  got  eight  months  for  my  prayers  to  work. 
In  the  meantime,  I  made  my  parents  happy. 
And  I've  been  reminded  that  whatever  strides 
the  women's  movement  has  made,  parental 
instincts  can't  stay  dormant  forever. 


THE  FORBES  INDEX 


EDITED  DYKIED  DUNCVU  GIA 


A  new  Bureau  of  Labor  Sta- 
tistics payroll  survey 
reports  that  the  number  of 
net  new  jobs  in  the  economy 
topped  1.4  million  in  the 
first  half  of  1996.  With 
gross  domestic  product 
growth  projected  to  slow  in 
the  second  half,  Lehman 
Brothers'  chief  global 
economist  Allen  Sinai 
expects  only  950,000  new 
jobs  will  be  created  in  the 
last  six  months  of  the  year. 
If  he's  right,  that  should 
help  to  calm  fears  that  the 
Fed  will  boost  rates. 


(1967=100)  Current  276.5*        Previous  275.  V        Percent  change 

Closeup  on  the  Forbes  index 
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The  Forbes  Index  is  a  measure  of  U.S. 
economic  activity  composed  of  eight  equally 
weighted  elements:  The  cost  of  services 
relative  to  all  consumer  prices,  the  level  of 
new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial 
production,  new  housing  starts.'personal 
income,  new  claims  for  unemployment 
compensation,  total  retail  sales,  total 
consumer  installment  credit. 
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Active  partnership  is  powered  by  a  commitment 
to  the  mutual  exchange  of  knowledge, 
experience  and  ideas.  By  pooling  our  mutual 
resources,  we  can  work  together  to  create  custom- 
tailored  risk  management  products  and  solutions 

that  yield  superior  results  in  areas  like  cost 
management  and  customer  service.  As  a  member 


of  The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer 
long-term  active  partnership  to  you.  For  more 
information,  contact  your  agent  or  broker,  or 
call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

The  Power  of  Partnership" 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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Michael  Price  and 
Michael  Steinhardt  have 
a  huge  paper  profit 
in  Sunbeam  Corp- 
but  haven't  been  able 
to  cash  out. 

By  Matthew  Schifrin 


Chain  Saw  Al 
to  the  rescue . 5 


Can  Albert  (Chain  Saw  Al) 
Dunlap,  ruthless  cost-cutter  and  tire- 
less self-promoter,  do  it  again?  In  July 
he  checked  in  as  chief  executive  at 
Sunbeam  Corp.,  die  Fort  Lauderdale, 
Fla. -headquartered  manufacturer  of 
kitchen  appliances,  gas  grills  and  elec- 
tric blankets. 

The  impact  of  his  arrival  was 
immediate:  Sunbeam's  share  price 
shot  up  from  12lA  to  18%  in  a  day, 
adding  some  $500  million  to  market 
value.  Dunlap  likes  to  say:  "If  a  com- 
pany can't  be  turned  around  in  12 
months,  it  can't  be  turned  around." 
Apparently  a  lot  of  investors  figured 
Dunlap  could  turn  around  troubled 
Sunbeam  in  12  months. 

Dunlap,  59,  had  been  penning  a 
book  at  his  Boca  Raton  mansion 
since  his  retirement  last  December 
from  Scott  Paper,  where  he  cut  costs 
to  the  bone  and  sold  the  company  to 
Kimberly  Clark  for  $6.5  billion  more 
than  it  was  worth  when  he  arrived. 
For  603  days  work  he  made  $100 
million. 

Dunlap  was  called  in  by  star  man- 
agers Michael  Price  and  Michael 
Steinhardt,  whose  combined  funds 
own  42%  of  Sunbeam  and  have 
made  a  killing  from  it.  We  exagger- 
ate not.  In  1990  they  bought  the 
whole  company  for  $125  million 
when  it  was  in  bankruptcy.  Their 
investment  climbed  to  $1.5  billion, 
and  they  have  since  sold  off  shares  in 
public  stock  offerings.  The  two 
funds  still  split  42%  of  the  stock, 
with  a  current  market  value  of  $650 
million. 

There's  only  one  problem.  How 
do  you  finally  cash  out  of  a  situation 
like  this  when  you  own  nearly  half  the 
stock?  Not  easy  to  do.  Especially 
since  Sunbeam  began  to  er  in 
1994  and  its  stock  slid  from  .26  to 
$12  prior  to  Dunlap's  arrival. 


The  trouble  began  after  Price  and 
Steinhardt  installed  Roger  Schipke  as 
chief  executive  of  the  $1.2  billion 
(revenues)  company.  However,  Sun- 
beam's margins  collapsed.  It  lost 
market  share  in  kitchen  appliances, 
and  cash  flow  evaporated.  The  sag- 
ging stock  is  one  reason  Michael 
Price's  flagship  Mutual  Shares  fund 
lagged  the  s&P  500  last  year. 

Price  and  Steinhardt  tried  to  bail 
out,  hiring  Merrill  Lynch,  which 
shopped  their  shares  at  $17  per  share. 
No  takers.  Then  they  fired  chief  exec- 
utive Schipke. 

A  call  went  out  for  Al  Dunlap.  He 
answered  it  eagerly.  He  gets  $1  mil- 
lion in  salary,  options  on  2.5  million 
Sunbeam  shares  with  a  strike  price  of 
$12.25  and  a  grant  of  1  million 
restricted  shares.  Dunlap  bought 
245,000  shares  at  $12.25  on  his 
own.  So  far  he  has  made  about  $40 
million  on  paper. 

In  his  first  meeting  with  analysts 
Dunlap  announced  he  had  already 
begun  firing  executives.  He  also 
plugged  his  upcoming  book,  Mean 
Business,  How  I  Save  Bad  Companies 
and  Make  Good  Companies  Great. 

Dunlap  can  talk.  Can  he  deliver? 
That  remains  to  be  seen.  Unlike  Scott 
Paper,  where  Dunlap  made  his  big 
moves  when  paper  prices  were  on 
their  way  up,  Sunbeam  is  in  an  over- 
crowded business  with  low  profit 
margins.  Even  the  most  innovative 
toasters  and  blenders  quickly  become 
commodities. 

Big  retailers  like  Wal-Mart  and 
Kmart  are  suffering,  and  are  squeez- 
ing suppliers  like  Sunbeam.  Kmart 
recently  announced  it  would  elimi- 
nate second-tier  appliance  brands  in 
favor  of  foreign-made  private-label 
offerings.  Sunbeam's  market  share 
slide  has  brought  it  perilously  close  to 
being  second-tier  in  categories  like 


food  processors  and  mixers. 

"Cutting  costs  won't  buy  him  one 
more  inch  of  shelf  space  at  Wal- 
Mart,"  says  a  former  Sunbeam  senior 
manager. 

According  to  Dunlap's  book,  a  key 
to  improving  operating  results  is  to 
practice  brinkmanship  with  suppliers. 
When  he  ran  paper  plate  and  cup 
maker  Lily-Tulip,  Dunlap  boasts,  he 
got  price  concessions  from  its  main 
paper  supplier  by  threatening  to 
switch  to  another  supplier. 

At  Sunbeam  he  may  be  able  to 
centralize  purchasing  and  get  lower 
prices  on  things  like  aluminum  and 
cardboard.  But  will  he  be  forced  to 
pass  the  savings  on  to  the  big  retail- 
ers? When  resin  prices  fell  recently, 
Wal-Mart  squeezed  the  savings  out  of 
Rubbermaid.  Moreover,  Wal-Mart 
has  reportedly  told  many  vendors  to 
absorb  retail  markdowns.  So  when  a 
Sunbeam  breadmaker  or  rollerball 
massager  is  marked  down  by  30%, 
Sunbeam  will  take  the  hit. 

Scott  was  a  bloated  company, 
loaded  with  overhead  and  debt. 
Dunlap  cut  11,200  employees.  Sun- 
beam has  already  been  through  bank- 
ruptcy and  a  slew  of  cost-cuttings.  It 
has  barely  60  headquarters  employ- 
ees. There  is,  surely,  fat  to  be  cut — 
Sunbeam  has  too  many  facilities  and 
too  much  capacity — but  nothing 
compared  to  what  existed  at  Scott. 

To  justify  its  current  19%  stock 
price,  analysts,  like  Oppenheimer  & 
Co.'s  R.  Scott  Graham,  say  Dunlap 
needs  to  bring  Sunbeam  back  to  the 
15.7%  operating  margins  it  had 
before  it  began  its  slide.  That  means 
improving  operating  income  by  at 
least  $125  million,  assuming  flat 

Sunbeam's  new  chairman,  Albert  Dunlap 
Price  and  Steinhardt's  exit  strategy. 
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sales.  Cutting  fat  could  probably  pro- 
duce about  $25  million,  but  after 
that  Dunlap  will  be  cutting  into 
muscle. 

But  of  course,  Dunlap  must  know 
all  this.  He  didn't  take  the  assign- 
ment to  fail  at  it.  What's  he  got  up 
his  sleeve?  One  possibility:  massive 
writedowns. 

Likely  targets:  Sunbeam's  brand 
new  $80  million  Hattiesburg,  Miss, 
manufacturing,  warehouse,  distribu- 
tion and  design  center,  as  well  as 
some  goodwill  and  a  significant 
amount  of  inventory.  Then  next  year, 
when  he  sells  the  inventory,  Dunlap 
can  reverse  some  of  the  charges  into 
earnings.  Thus,  in  1997  Sunbeam  is 
likely  to  report  huge  earnings 
improvements  via  accounting  gains. 
It's  an  old,  tired  tactic,  but  Wall 
Street  keeps  falling  for  it. 

Another  way  for  Dunlap  to  boost 
earnings  is  to  make  some  acquisitions 
using  Sunbeam's  now-inflated  stock. 
A  few  choice  new  businesses  may 
make  Sunbeam  itself  a  more  attractive 
takeover  candidate. 

To  do  such  acquisitions,  it  is  vital 
that  Sunbeam's  stock  remain  high. 
To  make  sure  this  happens,  there  is 
likely  to  be  a  continuing  stream  of 
promotional  announcements  and 
optimistic  comments.  Dunlap's  eight- 
city,  multimedia  book  tour  starting  in 
September  provides  an  ideal  forum 
for  such  stock-touting.  "This  will  be 
my  ninth  turnaround...  and  my  first 
bestseller,"  Dunlap  boasts,  rather 
prematurely. 

Michael  Price  and  Michael  Stein- 
hardt  devoutly  hope  the  turnaround 
will  happen.  Last  year  Steinhardt  and 
Price  dissolved  their  partnership 
agreement  in  Sunbeam  and  adopted 
a  shareholder  agreement  that  makes 
it  easier  for  each  of  them  to  sell  his 
shares  independently. 

Steinhardt  is  retiring  from  the 
money  management  business,  and 
Sunbeam  is  one  of  his  partnership's 
last  remaining  big  investments.  Price, 
his  excellent  record  as  a  mutual  fund 
manager  tarnished  by  last  year's  weak 
showing,  is  in  a  fair  hurry  to  cash  out, 
as  well. 

To  the  two  Michaels  it  doesn't 
much  matter  whether  Chain  Saw  Al 
makes  a  genuine  turnaround  or 
merely  an  apparent  one.  Just  cash 
them  out.  ■■ 
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Taxes  now  take  a  higher  proportion  of  an  affluent  family's 
income  than  they  did  during  World  War  II. 
At  least  we  won  that  war. 


$100,813 


$96,324  $96,251 


reason 


$56,055 


$49,547 
$48,701 


Why  does  the  tax  cut  issue  keep  recurring?  Try  the  1996  answer  to  Ronald 
Reagan's  famous  1980  question:  "Are  you  better  off  today  than  you  were  four 
ars  ago?"  In  1996  the  answer  is  no,  not  particularly.  The  real  income  of  a  four- 
person  family  earning  twice  the  median  rate — the  Treasury  benchmark  closest  to 
Forbes'  subscribers — has  stagnated  both  before  and  after  federal  taxes. 

When  Forbes  first  charted  this  dark  news  (Apr.  8),  some  masochistic  readers 
asked:  What  about  the  impact  of  state  and  local  taxes?  Answer:  It  gets  worse. 

It's  hard  to  show  the  whole  picture  on  our  chart,  because  most  state  and  local 
taxes  are  indirect — e.g.,  on  property  or  sales,  paid  out  of  the  money  left  over  after 
the  direct  government  take  depicted  here.  But  state  and  local  governments  do 
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Sources:  U.S.  Treasury  Department  (gross  income,  federal  income,  Social  Security  and  Medicare  taxes);  state  and  local  income  taxes  estimated  using  U.S.  Department  of  Commerce  data. 
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"Tax  Freedom  Day"—  by  state 

The  average  tax  burden  varies  by  state. 
Here  it's  expressed  as  the  day  in  the  year 
when  taxpayers  in  effect  stop  financing 
government  and  start  working  for  themselves. 


increasingly  raise  revenue  from  the 
direct  taxation  of  income.  It  came  to 
about  a  quarter  of  total  state  and 
local  taxes  in  1996,  up  from  a  sev- 
enth in  1955.  For  Forbes'  estimate 
of  the  additional  impact,  see  our 
chart  on  the  left. 

Counting  federal  taxes,  Forbes 
readers'  annoying  condition  of  not- 
better-offness  already  extends  back  to 

State  and  local  government 
direct  and  indirect 
receipts  as 
%  of  GDP 


1971.  With  the  addition  of  state  and 
local  direct  taxes  it  extends  back  into 
the  1960s.  Three  decades  of  rising 
taxes  have  absorbed  any  increases  in 
average  real  income. 

Of  course,  the  tax  burden  varies 
considerably  from  state  to  state.  One 
measure:  the  Tax  Foundation's  "Tax 
Freedom  Day"  (see  map).  This 
expresses  the  fraction  of  Americans' 
income  consumed  by  taxes — direct 
and  indirect,  federal,  state  and 
local — in  terms  of  how  many  annual 


Note:  Dates  for  "Tax  Freedom  Day"  are  one  day 
earlier  in  1996  because  of  leap  year. 

Source:  Tax  Foundation,  1 996. 


days  they  would  have  to  work  to  pay 
them.  U.S. -wide  average:  until  May 
7,  up  a  full  week  since  1992. 

State  and  local  taxes  have  crept 
back  to  the  levels  that  triggered  tax 
revolts  in  the  late  1970s  (see  below). 
Federal,  state  and  local  taxes  com- 
bined will  consume  a  record  31.5% 
of  GDP  in  1996 — higher  even  than 
during  World  War  II. 

Think  about  that  for  a  moment. 
Taxes  higher  than  in  wartime.  Is  that 
revolting  or  what?  Di 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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Tax  revolt 
culminating  in 
California's 
Proposition  13 
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Tax  receipts  increase, 
partly  to  pay  for  federal 
mandates  like  Medicaid 


Source:  U.S.  Department  of  Com7""ce. 
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Trial  lawyers  have  made  a  thriving  business  of  extracting  money  from  high-tech 
companies.  They're  not  about  to  let  a  federal  law  stand  in  their  way. 

A  nice,  clean 
California  industry 

By  Damon  Darlin 


Last  year,  Congress  made  it  harder 
for  plaintiffs'  lawyers  to  use  the  fed- 
eral courts  to  extort  money  from 
companies  in  so-called  strike  suits.  It 
was  a  first,  welcome  step  toward  tort 
reform.  These  suits  had  fattened  the 
purses  of  a  small  number  of  attorneys 
who  would  promptly  launch  a  law- 
suit against  any  company,  theoreti- 
cally on  behalf  of  shareholders, 
whose  stock  suddenly  dropped.  Since 
technology  stocks  are  extremely 
volatile,  Silicon  Valley  companies 
were  prime  targets  and  the  lawsuits 
became  a  serious  drain  on  manage- 
ment time  and  money  in  a  vital 
American  industry. 

Though  he  had  indicated  he  would 
sign  the  reform  measure,  Bill  Clinton 
reneged  in  favor  of  all  such  lawyers, 
including  William  Lerach,  the  San 
Diego  lawyer  who  has  made  tens  of 
millions  of  dollars  from  these  suits 
and  who  has  generously  shared  some 
of  his  winnings  with  various  Clinton 
and  Democratic  Party  funds. 

Partly  at  Lerach's  behest,  Clinton 
vetoed  the  bill.  Fortunately,  Congress 
overrode  the  veto,  by  a  margin  of 
three  to  one,  but  Bill  Lerach  and  his 
friends  don't  give  up  so  easily.  They 
have  a  new  trick  up  their  sleeve,  and 
it's  a  beaut.  Lerach,  who  heads  the 
San  Diego  office  of  the  Milberg  Weiss 
Bershad  Hynes  &  Lerach  law  firm, 
and  other  lawyers  specializing  in  secu- 
rities class  action  have  written  an  ini- 
tiative for  California's  November  5th 
ballot.  If  their  Proposition  2 1 1  passes, 
California's  state  courts  will  become 
the  easiest  place  in  the  couiv  to  file 
and  win  lawsuits  against  corp> 
Congress  be  damned. 

Lerach  and  his  fellow  buccal 
have  ample  reason  to  want  to  1 1 
the  will  of  Congress.  Between  1 
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and  1994,  Lerach  and  his  ilk  have 
launched  class  actions  against  53  of 
California's  top  100  high-tech  com- 
panies. The  cases  rarely  go  to  trial: 
To  save  time,  money  and  productiv- 
ity-draining aggravation,  the  target- 
ed companies  usually  settle.  Total 
take  from  the  companies:  well  over 
$600  million,  of  which  the  lawyers 
probably  got  about  $200  million.  Bill 
Lerach  himself  makes  between  $7 
million  and  $10  million  a  year 
(Forbes,  Nov.  6,  1995).  In  the  Cali- 
fornia high-tech  community  there's 


Proposition  211 
poster  boy 
William  Lerach 
The  proponents  of 
Proposition  211 
have  already 
raised  $5  million, 
half  of  it 
contributed  by 
Lerach's  firm. 


California  law, 
not  the  laws  of 
Congress,  would 
become  the  law 
of  the  land, 
superseding  the 
laws  of  any 
of  the  other 
49  states. 


even  a  new  verb:  to  lerach  (leh-RACK), 
meaning  to  extort  money  from  a 
company  legally.  Think  of  leraching 
as  a  kind  of  tax  on  American  high 
tech  and  other  industries. 

Lerach,  no  fool  when  it  comes  to 
public  relations,  tried  to  call  Proposi- 
tion 211  the  "Retirement  Savings 
and  Consumer  Protection  Act."  The 
California  attorney  general  officially 
named  it  the  "Attorney-Client  Fee 
Arrangement-Securities  Fraud"  ini- 
tiative. Trial  lawyers  sued  to  change  it 
back  but  failed. 

Whatever  it's  called,  Proposition 
211  has  nothing  to  do 
with  protecting  the  sav- 
ings  of  widows  and 
orphans,  and  everything 
to  do  with  upholding 
the    incomes    of  the 
strike-suit  lawyers. 
Lerach's  initiative  gives 
the  class-action  lawyers 
more  power  to  coerce  a 
settlement  than  they 
had  under  federal  law 
prior  to  reform.  The 
Lerach  proposal  would 
allow  punitive  damages  MHW 
in  securities  fraud  cases; 
this  has  never  been  part  of  federal 
law.  Allowing  juries  to  assess  punitive 
damages  greatly  increases  a  compa- 
ny's risk  in  fighting  a  case  to  trial, 
and  puts  huge  pressure  on  the  com- 
pany to  settle.  Which  is  what  lerach- 
ing is  all  about.  Blackmail  seems  not 
too  strong  a  word. 

Proposition  211  would  also  make 
directors  personally  liable  and  would 
forbid  companies  to  indemnify  their 
directors — further  pressure  to  settle. 
With  their  families'  finances  at  risk, 
directors  would  urge  a  quick  settle- 
ment. Even  if  a  company  bought 
directors'  liability  insurance — a 
costly  solution — insurance  compa- 
nies facing  punitive  damages  would 
also  urge  a  payoff  to  the  lawyers 
rather  than  a  fight.  "Passage  of 
Proposition  211  would  destroy  cor- 
porate governance  as  we  know  it," 
warns  Intel  Chief  Andrew  Grove. 

Lerach's  proposal  would  even 
extend  the  fraud  law  to  accountants 
and  financial  planners.  More  deep 
pockets  to  sue.  More  worried  fami- 
lies pushing  to  settle. 

"People  in  other  parts  of  the 
country  could  smile  and  say,  'There 


goes  California  again,'  "  says  Thomas 
Lavelle,  Intel's  group  counsel.  "But 
it  will  affect  them,  too."  Here's  why: 
Any  smart  attorney  wanting  to 
hold  up  a  company  would  rustle  up  a 
California  shareholder  (no  difficult 
task)  and  file  in  one  of  the  Golden 
State's  courts.  The  lawyers  would 
then  ask  the  state  court  to  certify  a 
national  class  of  wronged  sharehold- 
ers, even  if  those  shareholders  lived  in 
Massachusetts  and  traded  the  stock  in 
New  York.  Where  strike  suits  are  con- 
cerned, California  law,  not  the  laws  of 
Congress,  would  become  the  law  of 
the  land,  superseding 
the  laws  of  any  of  the 
other  49  states. 

Lerach,  aware  that 
Forbes  has  been  in  the 
vanguard  of  exposing 
trial  lawyer  shenanigans, 
refuses  to  discuss  his 
Proposition  211  with 
us,  or  hardly  anyone 
else.  He  leaves  that  to  a 
mouthpiece:  Benjamin 
Stein,  part-time  Pepper- 
dine  University  law  pro- 
fessor, sometime  finan- 
cial writer  and  sometime 
actor.  "I  don't  care  if  Bill  Lerach 
makes  a  lot  of  money"  [if  investors 
gain],  fences  Stein.  "Anything  that 
makes  directors  pay  attention  is 
incredibly  useful." 

Will  California  voters  go  along 
with  the  proposition?  It's  hard  to 
predict.  Both  sides  have  fat  war 
chests.  "We  will  raise  whatever  it 
takes  to  defeat  Proposition  211," 
vows  Kirk  West,  California  Chamber 
of  Commerce  president.  Foes  of 
Proposition  211  are  airing  TV  com- 
mercials showing  well-dressed 
lawyers  alighting  from  private,  out- 
of-state  jets  and  climbing  into  lim- 
ousines: the  voice-over  warns  of  the 
pillage  to  come. 

But  you  can't  easily  dismiss  the 
power  of  Bill  Lerach,  a  man  who  can 
get  the  President  of  the  United  States 
to  backtrack.  The  Lerach  forces — 
they  include  plaintiff  lawyer  friend 
Ralph  Nader — have  raised  $5  million, 
half  of  it  contributed  by  Lerach's 
firm.  And  they're  deft  with  the  cyni- 
cal sound  bite.  Queried  by  Forbes, 
Ixrach  flack  Stein  quipped:  "It  [secu- 
rities litigation]  is  a  good,  clean 
industry  for  my  California."  m 
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While  Congress  fiddles,  the  country's  air  traffic  control 
equipment  grows  more  outdated,  by  the  day. 


FAA,  Inc. 


By  Randall  Lane 

The  Federal  Aviation  Administra- 
tion has  stepped  lively  in  the  weeks 
following  May's  Valujet  crash,  in  an 
effort  to  convince  the  public  that  it\s 
doing  something  to  improve  airline 
safety,  faa  head  David  Hinson  sacked 
his  top  safety  official.  He  announced 
that  the  agency  would  no  longer 
regard  the  promotion  of  aviation  as 
one  of  its  duties.  Safety 
would  be  its  chief  concern. 
President  Clinton  chimed 
in  following  last  month's 
TWA  tragedy  by  tightening 
airport  security  and  setting 
up  a  safety  task  force. 

All  riiis  is  just  the  bureau- 
cratic equivalent  of  rear- 
ranging the  deck  chairs  on 
a  threatened  ocean  liner. 
The  faa  is  a  mess.  In  the 
1990s,  its  top  improvement 
projects  have,  on  average, 
run  five  years  behind  sched- 
ule and  52%  above  budget. 
Its  effort  to  replace  auto- 
mated air  traffic  control 
facilities  has  burned 
through  $7.6  billion  since 
1983  and  is  still  eight  years 
behind  schedule. 

How  outdated  is  the 
existing  system?  One  clue: 
The  FAA  remains  the  U.S. 
largest  buyer  of  vacuum 
tubes  ($19  million  worth  a 
year),  used  by  its  30-year-old  main- 
frame computers.  Meanwhile,  there 
have  been  seven  FAA  head  administra- 
tors since  1987 — one  every  16  months. 

"We  have  a  very  safe  airline  indus- 
try," says  aviation  consultant  Michael 
Boyd.  "But  that's  because  of  the  air- 
line industry,  and  in  spite  of  the  FAA." 

To  see  what's  wrong  with  the  faa, 
follow  the  money.  The  system  costs 
over  $8  billion  a  year  to  operate.  It  is 
largely  self-funding  with  revenues 
from  a  10%  airline  ticket  tax  (now 
expired  but  likely  to  be  reinstated) 
and  an  aviation  fuel  tax,  plus  $2  bil- 


lion from  Uncle  Sam,  which  com- 
pensates for  government  flight  oper- 
ations. However,  it  is  difficult  for  the 
agency  to  plan,  since  Congress  forces 
it — like  other  government  agencies — 
to  come  hat  in  hand  every  budget 
time  in  search  of  fresh  money.  Thus, 
despite  a  steady  revenue  stream  that 
could  let  the  agency  fund  well- 


planned,  long-term  improvements 
through  the  capital  markets,  the  FAA 
is  forced  into  an  extremely  inefficient 
pay-as-you-go  expenditure  system. 

Why  not  privatize  the  air  traffic 
control  system?  It  would  free  the 
system  to  raise  money  from  capital 
markets.  That  would  free  the  FAA 
from  a  dangerous  conflict  of  interest: 
At  present  the  agency  is  both  the 
operator  of  the  system  and  the  body 
responsible  for  monitoring  its  safety 
operations.  In  keeping  the  air  traffic 
control  system  government-owned, 
the  U.S.  is  years  behind  the  rest  of 


the  developed  world.  Fifteen  coun- 
tries— from  Australia  to  Singapore  to 
the  United  Kingdom — have  success- 
fully experimented  with  private,  non- 
profit air  traffic  control  system  cor- 
porations. Germany  privatized  its 
system  in  1993.  Since  then  air  traffic 
delays  have  dropped  25%  without  any 
impact  on  safety.  In  New  Zealand, 
which  privatized  in  1987,  air  traffic 
control  user  fees  are  now  half  of  what 
would  have  been  budgeted  had  the 
system  remained  state-run. 

Canada  will  have  a  private  air  traf- 
fic control  corporation,  Nav  Canada, 
in  place  by  year's  end.  Just  three  of  its 
15  board  seats  are  appointed  by  the 
government;  seven  come  from  the 
aviation  community,  while  the  bal- 
ance are  outsiders.  Nav 
I  Canada  and  its  peers  are 
5  funded  not  by  government 
£  handouts  and  taxes  on 
tickets  and  fuel,  as  in  the 
U.S.,  but  by  user  fees,  a 
charge  based  on  the  size  of 
the  plane  and  the  distance 
flown.  The  more  traffic  in 
the  system,  the  more  fees 
generated  to  cover 
increased  air  traffic  control 
costs.  And  note  this:  Nav 
Canada  paid  the  govern- 
ment over  $  1  billion  for  its 
air  traffic  control  assets. 
Robert  Poole,  president  of 
the  Reason  Foundation, 
estimates  that  a  privatized 
U.S.  system  would  pay  the 
federal  government  $3.5 
billion  for  its  physical  assets 
and  save  it  $  1  billion  a  year 
in  operating  costs;  users 
would  also  derive  $1  bil- 
lion in  annual  savings. 
But  for  all  the  talk  of 
shrinking  government,  Congress 
shows  scant  interest  in  privatizing  air 
safety.  The  House  has  passed  a  bill 
which  simply  makes  the  FAA  an  inde- 
pendent- agency  The  Senate  is  debat- 
ing a  bill  which  would  impose  user 
fees,  but  otherwise  keep  the  FAA 
within  the  Department  of  Trans- 
portation. The  Clinton  Administra- 
tion favors  user  fees  and  separating  air 
traffic  control  from  Transportation, 
but  would  set  it  up  as  a  government 
corporation,  like  Amtrak.  What  the 
pols  have  once  grabbed  they  are  ter- 
ribly reluctant  to  let  go.  Hi 
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20  THINGS  YOU  SHOULD  DO  IN  THIS  LIFETIME. 


1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 


Visit  the  country  your  ancestors  called  home. 

Leave  a  dollar  where  a  kid  will  find  it. 

Fly  over  the  Grand  Canyon  in  a  helicopter. 

Lend  money  to  a  friend  without  expecting  it  back. 

Have  a  suit  made  by  a  Savile  Row  tailor. 

Ride  in  a  gondola  down  the  Grand  Canal  in  Venice. 

Teach  a  class. 

See  the  sun  rise  over  the  ruins  at  Machu  Picchu. 

Plant  a  tree. 

Fly  on  the  Concorde. 

Stand  on  the  Great  Wall. 

Make  your  own  beer. 

See  an  opera  at  La  Scala  in  Milan. 

Learn  to  speak  French. 

Take  a  balloon  ride  over  the  Serengeti. 

Be  able  to  recite  three  good  toasts. 

Kiss  someone  passionately  in  public. 

Play  the  Old  Course  at  St.  Andrews. 

Shoot  the  rapids  on  the  Snake  River  in  Idaho. 


Lite  is  good.  Especially  when  you  allow  yourself  experiences  as 
invigorating  as  driving  a  BMW  7-Serles.  And  since  it  is  one  of  those 
unique  things  that  can  make  you  feel  alive,  it  seems  particularly 
appropriate  that  the  7-Series  should  help  you  stay  that  way. 

Introducing  the  BMW  7~Series  for  1997. 

This  year,  the  BMW  7-Series  presents  an  entirely  new  level  of 
automotive  security  and  safety,  with  features  ranging  from  standard 
side  Impact  alrbags  and  All  Season  Traction  to  its  exclusive  new 
break  resistant  Security  Glass'. 

Safety  is  advanced  even  further  by  powerpfants  that  help  you  to 
sidestep  danger  and  drive  your  way  out  of  trouble. 

The  standard  V-8  provided  In  the  740I  and  the  740iL  boasts  the 
fastest  0-60  time  in  its  class,  faster  than  the  far  more  expensive 
Mercedes  S500.  And  for  those  who  want  still  greater  control- 
enhancing  performance,  there  is  the  322  horsepower  afforded 
by  the  750lL*s  standard  V-12. 

Suffice  It  to  say,  BMW  designed  the  new  7-Series  not  just  to  be  a 
pleasure  to  drive,  but  also  to  be  among  the  safest  cars  on  the  road. 

Why? 

For  a  reason  you  only  fully  grasp  when  you're  strolling  through  a 
place  like  the  Musee  d'Orsay. 

Life  Is  too  short  already. 


THE  ULTIMATE 
DRIVING 
IWACHINEf 


tandgrd  on  7f0iL  Starting  in  the 
cfdress;  http://wwwbmwusa.com  i 


);L  antty40i.  For  more  information  call  V300-334-J8MW.  'nierne't- 
>  th  America,  inc.  The  BMvV  trademark  and  >oge  are  registered 
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Drive  a  stake  through  it 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


"Mend  it,  don't  end  it"  is  the  latest  slogan  by 
defenders  of  affirmative  action,  from  Jesse 
Jackson  to  Bill  Clinton.  Yet  everything  about 
the  history  of  affirmative  action,  both  in  this 
country  and  overseas,  says  that  the  idea  of 
mending  it  is  completely  illusory. 

The  very  reason  why  affirmative  action  exists 
at  all  in  the  United  States  is  that  laws  about 
"equal  opportunity"  were  changed,  by  verbal 
sleight  of  hand,  into  preferences  and  quotas  by 
the  bureaucracies  and  the  courts.  The  related 
practice  of  "race-norming"  test  results  to 
inflate  the  scores  of  minority  applicants  like- 
wise arose  furtively,  without  either  legislative 
authorization  or  judicial  mandate. 

Even  the  ability  to  discuss  the  issues  openly 
has  been  undermined  by  redefinition  of  the 
word  "quota"  to  create  a  distinction  without  a 
difference  between  it  and  a  "goal."  College 
admissions  directors  routinely  deny  that  they 
have  quotas  while  saying  that  they  want  "rep- 
resentation" of  "diverse"  groups. 

In  short,  three  decades  of  dishonesty  should 
be  ample  time  for  us  to  understand  that  good- 
faith  application  of  standards  cannot  be  expect- 
ed if  any  opening  at  all  is  left  for  bringing  back 
preferences  and  quotas  by  the  back  door.  That 
is  the  door  they  have  always  used. 

A  whole  class  of  affirmative  action  officials  is 
not  going  to  disappear  from  government, 
academia  or  the  corporate  world  unless  what  it 
does  is  plainly  outlawed.  The  whole  mind-set 
that  has  been  spawned  will  not  disappear 
unless  it  is  frustrated  by  law  at  every  turn. 

Even  a  newsletter  for  a  scholarly  organiza- 
tion like  the  American  Historical  Association 
has  featured  a  whining  essay  seeking  special 
treatment  for  minority  professors  of  history  on 
grounds  of  the  "stress"  and  "pressure"  they 
are  under.  According  to  the  AHA's  Perspectives 
newsletter,  such  stress  and  pressure  "imperils 
the  sociological  and  psychological  balance  of 
minority  scholars."  Worse  yet,  these  were  not 
just  the  spontaneous  outpourings  of  one 
writer.  The  editor  of  the  newsletter  noted  that 
this  article  "was  solicited  by  the  AHA's 
(    umittee  on  Minority  Historians." 

This  kind  of  stuff  is  not  going  to  go  away.  It 
is  going  to  have  to  be  killed  and  a  stake  driven 
through  its  heart.  You  cannot  have  a  little  bit 
of  preferences  any  more  than  you  can  have  a 
little  bit  of  pregnancy. 

The  illusion  that  preferences  can  be  doled 
out  in  carefully  measured  amounts  has  been 


disprovm,  not  only  all  across  the  United 
States,  but  all  around  the  world.  In  Britain, 
India,  Pakistan  and  Malaysia,  for  example, 
preferential  programs  were  put  in  place  with 
the  proviso  that  they  would  be  "temporary." 
Far  from  declining  over  time,  they  have 
expanded  to  include  more  groups,  more  bene- 
fits and  more  fields  of  endeavor. 

At  one  time  the  argument  was  made  in 
academia  that  affirmative  action  meant  nothing 
more  than  "special  outreach"  to  minority  high 
school  students  to  get  them  to  apply  to  col- 
leges where  they  might  not  have  felt  welcome 

"Are  we  not  entitled  to  jobs  just 
because  we  are  not  as  qualified?" 


before.  After  that,  this  argument  went,  they 
would  be  judged  by  the  same  standards  and 
treated  the  same  as  everybody  else. 

Nothing  of  the  sort  has  happened.  Not 
only  are  there  double  standards  in  admissions, 
there  are  often  double  standards  as  to  what 
kinds  of  behavior  would  be  tolerated. 
Harvard's  David  Riesman  has  also  written  of 
"affirmative  grading." 

None  of  this  is  peculiar  to  the  United  States. 
Double  standards  of  university  admissions  exist 
in  Fiji,  New  Zealand,  Nigeria,  China  and  the 
Central  Asian  republics  of  the  former  Soviet 
Union — among  other  places.  What  we  call 
"race-norming"  of  test  scores  exists  in  Sri 
Lanka,  where  it  is  called  "standardization"  of 
disparate  scores  earned  by  Sinhalese  and  Tamil 
students.  Double  standards  of  grading  have 
been  institutionalized  in  Malaysia. 

The  kinds  of  attitudes  found  in  the  aha 
newsletter  are  likewise  common  around  the 
world,  where  recipients  of  preferential  treatment 
develop  a  sense  of  entitlement.  As  a  group 
spokesman  said  in  India:  "Are  we  not  entitled 
to  jobs  just  because  we  are  not  as  qualified?"  A 
Nigerian  spoke  of  "the  tyranny  of  skills." 
Backlashes  against  affirmative  action  have  been 
as  widespread  as  the  preferences  themselves  and 
have  ranged  from  social  polarization  in  many 
countries  to  repeated  outbreaks  of  lethal  riots  in 
India  to  decades  of  civil  war  in  Sri  Lanka. 

Those  who  say  "Mend  it,  don't  end  it" 
assume  a  degree  of  control  that  simply  does 
not  exist.  Once  you  have  opened  the  flood- 
gates, the  water  goes  where  it  will.  The  only 
question  is  whether  you  are  going  to  close 
those  floodgates.  H 
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One  reason  federai  cutbacks  aren't  devastating 
the  Washington,  D.C.  area:  High-tech 
entrepreneurship  is  moving  in. 

Foothold  in 
enemy  country 


By  Janet  Novack 

A  DECADE  AGO  James  Kimsey  was 
running  a  little  startup  known  as 
Quantum  Computer  Services  Inc.  in 
the  Virginia  suburbs  of  Washington, 
D.C.  As  an  entrepreneur  Kimsey 
didn't  think  much  of  the  area.  No 


venture  capitalists.  Hardly  any  good 
corporate  lawyers.  Lots  of  people  who 
wanted  to  work  post  office  hours.  He 
fumed  to  the  Washington  Post.  "Prox- 
imity to  the  federal  bureaucratic  men- 
tality enervates  entrepreneurs." 


Quantum  grew  up  to  become 
America  Online,  and  Kimsey  has 
changed  his  mind  about  the  area. 
"The  atmosphere,"  he  now  tells 
Forbes,  "is  dramatically  different." 
Among  aol's  new  neighbors  are  such 
high-profile  companies  as  UUNET 
Technologies  of  Fairfax,  PSINet  of 
Herndon,  CyberCash  and  Transac- 
tion Network  Services  of  Reston. 

According  to  researchers  at  George 
Mason  University,  since  the  start  of 
1995  the  number  of  technology  firms 
in  northern  Virginia  alone  has  increased 
25%,  to  about  1,600.  Three  new  semi- 
conductor plants  are  slated  to  be  built 
in  Virginia  over  the  next  three  years, 
leading  local  boosters  to  fantasize  about 
creating  a  "Silicon  Dominion." 

Says  Peter  J.  Barris,  a  partner  with 
the  very  successful  venture  capital 
firm  New  Enterprise  Associates: 


Entrepreneur  Robert 
McGovern  (left)  and 
venture  capitalist 
Peter  J.  Barris 
McGovern  offered 
an  engineer 
$65,000.  "He 
said,  If  I  worked 
for  $50,000,  how 
many  more 
options  could  I 
get?'  For  this 
area  that's 
a  real  change 
in  attitude." 
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Just  a  few  of  the  letters 
clients  are  writing  about  T.  Rowe  Price. 


Only  T.  Rowe  Price  is  rated  #1  in  client  satisfaction  in  both  IOMA  and  Dalbar  surveys.1 


At  T.  Rowe  Price,  we  never  forget  it  is  trie 
clients  who  write  trie  ratings:  #1  overall  in  client 
satisfaction  and  #1  in  the  key  service  areas  that 
matter  most  to  clients,  from  employee  education  to 
recordkeeping. 

Anda#l  rating'  in  investment  performance. 
Credit  our  philosophy  of  balancing  risk  against  return 


for  achieving  consistently  strong  results  over  time. 

Take  a  hard  look  at  your  401  (k)  plan  and 
consider  whether  your  provider  can  deliver  this 
level  of  strength  across  the  hoard. 

The  n  take  a  harder  look  at  T.  Rowe  Price. 
Just  call  Rick  Rockwell  at  (410)  581-5900  unless, 
of  course,  you'd  prefer  to  write  us  a  letter. 


Invest  With  Confidence 

TRoweRice 

RETIREMENT  PLAN  SERVICES 


'Ik 


'Dalbar's  199-1  401  (k)  survey  among  mid-sized  companies  ( 1.000  to  4,99')  employees)  measured  plan  sponsors'  levels  of  satisfaction  with  specific  plan  services 
furnished  by  their  401(k)  providers  who  received  ratings  based  on  the  average  score  in  each  service  category  using  a  scale  of  4  (very  satisfied)  to  1  (very 
dissatisfied).  A  minimum  of  5  responses  was  required  in  each  category.  For  composite  ratings,  providers  needed  a  minimum  of  10  responses  in  the  Quality  and 
Value  categories  or  representation  by  25%  of  their  client  base  IOMA  (Institute  of  Management  and  Administration)  surveyed  in  1995  a  sample  of  their 
Managing  40l(k)  Plans  readers  '.'.No  rated  their  providers  between  1  (excellent)  and  5  (poor).  A  minimum  of  10  responses  was  required.  Survey  results 
were  also  in  IOMA 's  Report  on  Defined  Contribution  Plan  Investing- 


Edison  Ventures 
partner  Thomas 
Smith  (left)  with 
Washington-area 
entrepreneur 
Scott  Stouffer 
Venture  funding 
is  now  pouring 
into  the  region, 
chasing  its 
expertise  in 
integrating 
computers, 
and  tele- 
communications. 


"Our  managing  partner  on  he  West 
Coast  says  there's  no  better  region 
right  now  outside  of  Silicon  Valley 
and  Boston  than  northern  Virginia." 

The  greater  Washington  area  has 
long  had  a  large,  highly  educated 
technical  work  force.  So  why  is  capi- 
talism spreading  now? 

Part  of  the  answer  lies  in  the  fact 
that  Washington  is  a  place  where 
computers,  communications  and  gov- 
ernment intersect.  Defense  dollars 
spawned  the  Internet,  and  federal 
regulation  has  made  Washington  an 
important  venue  for  telecommunica- 
tions executives  and  engineers. 

"This  is  the  best  area  in  the  coun- 
try to  integrate  software  and  telecom- 
munications," says  Matthew  Lawlor, 
founder  of  McLean,  Va. -based  Online 
Resources  &  Communications  Corp., 
which  has  spent  $20  million  develop- 
ing a  promising  electronic  banking 
system.  "The  culture  here  was  private 
companies  feeding  on  the  govern- 
ment. Now  companies  are  here 
because  the  knowledge  and  skills  are." 

In  an  unexpected  way  budget  cut- 
backs are  playing  a  role  in  encourag- 
ing entrepreneurship,  according  to 
George  Mason  University  Professor 
Stephen  Fuller.  Many  engineers  and 
technology  experts  have  decided  that 
working  for  federal  contractors  no 
longer  offers  security  and  that  they 
have  better  prospects  with  entrepre- 
neurial startups  serving  the  private 
sector.  This  has  created  a  pool  of 
high-tech  professionals  who  don't 
want  to  uproot  their  families. 

Successful  local  startups  like  AOL, 
UUNET,  PSINet,  CyberCash  and 
Transaction  Network  Services  mean- 
while have  served  as  role  models.  In 
April  MFS  Communications  agreed 
to  buy  UUNET  for  $2  billion. 
Overnight,  dozens  of  UUNET 
employees  became  paper  million- 
aires— a  cliche  in  Silicon  Valley,  but 
a  revelation  in  Washington. 

Sunil  Paul,  31,  worked  for  a  space 
station  contractor  and  as  a  congres- 
sional technology  policy  analyst 
before  joining  aol  in  1993.  In 
December  he  and  Mark  Pincus,  30,  a 
Harvard  M.B.A.,  formed  Freel  oader, 
Inc.,  a  snazzy  free  service  that  updates 
Web  pages  while  you  sleep.  It  sells  tar- 
geted ads  based  on  each  user's  Web 
interests.  Paul  forfeited  what  was  then 
$1  million  worth  of  unvested  AOL 


stock  options  to  start  FreeLoader. 

Crazy?  In  June  Pincus  and  Paul 
sold  FreeLoader  to  Individual,  Inc. 
for  $2  million  in  cash  and  1.8  million 
shares  of  Individual's  stock,  then 
worth  about  $30  million.  Says  Pincus: 
"It's  ironic  that,  despite  everything  in 
the  environment  here  that  is  hostile  to 
capitalism,  ventures  are  sprouting 
through  the  cement  like  ugly  weeds." 

Robert  McGovern  is  the  35-year- 
old  founder  of  Herndon,  Va. -based 
NetStart,  which  lists  companies'  job 
openings  on  the  Web  (www.career 
builder.com)  and  sells  them  work 
flow  software  to  track  incoming 
resumes.  He  tells  a  revealing  story. 

"I  was  recruiting  a  database  engi- 
neer who  was  earning  $80,000  at 
Fannie  Mae,"  McGovern  relates.  "I 
said,  'How  about  $65,000  and  X 
stock  options?'  and  he  said,  'If  I 
worked  for  $50,000,  how  many  more 
options  could  I  get?'  For  this  area, 
that's  a  real  change  in  attitude." 

Says  aol's  Kimsey  of  the  urge  to 
work  for  small  startups:  "Greed  is  a 
wonderful  motivator." 

The  hammering  of  many  technol- 
ogy stocks  in  July  and  the  fast-with- 
ering market  for  initial  public  offer- 
ings may  slow  somewhat  the 
mushrooming  of  technology  startups 
in  the  greater  Washington  area,  but  it 
won't  reverse  the  trend.  In  fact,  ven- 


ture capital  is  now  flowing  into  the 
Washington  area.  In  July  Arlington, 
Va. -based  Friedman,  Billings,  Ramsey 
Investment  Management,  Inc.  raised 
$25  million  from  individual  investors 
for  a  fund  to  make  early-stage  venture 
capital  investments  in  Washington- 
area  technology  companies.  Novak 
Biddle  Venture  Partners  has  gotten 
$10  million  in  commitments  from 
individuals  for  a  similiar  fund  and  is 
seeking  another  $40  million  from 
institutions.  Meanwhile,  established 
venture  funds  are  moving  in,  too.  In 
July  AT&T  Ventures,  with  $150  mil- 
lion in  fresh  capital  from  limited 
partner  AT&T,  added  a  D.C.  office  to 
its  Menlo  Park,  Calif,  and  northern 
New  Jersey  outposts. 

Two  years  ago  Thomas  Smith  opened 
a  Washington  office  for  New  Jersey- 
based  Edison  Ventures.  He  says  investors 
want  to  be  close  when  they  supply  early- 
stage  capital  to  novice  entrepreneurs. 
Already,'  Edison  has  helped  fund  seven 
Washington-area  startups. 

"It  [new  high-tech  business  forma- 
tion] is  going  to  continue  to  feed  on 
itself  here  as  it  did  in  Silicon  Valley," 
predicts  John  Sidgmore,  uunet's 
chief  executive  officer.  "Once  people 
[at  uunet]  with  stock  options  are 
vested,  you're  going  to  see  spinoffs, 
like  a  TV  show."  Nothing  succeeds 
like  success.  ■■ 
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"What's  a  typical  business  day  like  for  Steve  Young?  Sometimes  it's  more 
draining  than  a  playoff  game.  Take  a  look  at  my  schedule  for  Thursday: 

7am:  Early  morning  workout 

9am:  Magazine  photo  shoot 

1  lam:  Meet  with  Marketing  Manager 

12pm:  Tape  TV  interview 

3pm:  Address  Bay  Area  Youth  Leaders  Conference 
5pm:  Appear  at  Forever  Young  Foundation  fundraiser  for  kids 
Seems  like  I'm  doing  everything  but  lunch.  That's  why  I  rely  on  a  PowerBar® 
energy  bar.  It's  my  idea  of  a  power  lunch."    STEVE  YOUNG- 


CHOCOLATE 


MALT- NUT 


WILD  BERRY 
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Don  Vultaggio  and  John  Ferolito  built  Arizona  Iced  Tea 
into  a  major  brand  by  stepping  on  all  kinds  of  toes. 
Did  they  really  have  to  step  on  that  many? 

Just  call  us 
cockroaches 


By  Daniel  Roth 

Dressed  in  a  snazzy  black  silk  shirt 
that's  partly  unbuttoned  to  display  an 
impressive  chest  of  hair,  Don  Vultag- 
gio paces  his  Lake  Success,  N.Y.  office. 
In  a  Brooklyn  accent  he  snarls:  "It's 
like  a  private  club,  that's  what  a  lot  of 
business  is:  a  private  club,  and  only 
members  are  allowed."  This  is  a  bit  of 
an  act  put  on  for  reporters.  Vult- 
aggio, 44,  wants  you  to  know 
that  he's  an  outsider  who  has 
bulled  his  way  into  a  tough  busi- 
ness. One  mean  hombre.  Club 
wouldn't  have  him;  he'd  make  it 
accept  him. 

Indeed,  Vultaggio  and  his 
partner,  John  Ferolito,  45, 
have  elbowed  their  way  in  as 
a  big  player  in  the  market 
for  bottled  and  canned 
iced  tea,  with  some  1 7% 
of  a  market  approaching 
$2  billion  in  annual 
sales.  Their  flavored  Ari- 
zona Iced  Tea  has  made  dents 
in  PepsiCo  and  Unilever's  dom- 
inant Lipton  brand.  Selling  20.3 
million  cases  last  year,  Arizona 
Iced  Tea  was  not  far  behind 
Coca-Cola's  Nestea  and  Quaker 
Oats'  Snapple,  according  to  fig- 
ures compiled  by  Beverage  Mar- 
keting Corp.  The  New  York  Times, 
citing  analysts,  projected  that  Ferolito, 
Vultaggio  &  Sons  would  have  sales  of 
$4(X)Viillion  in  1995. 

But  Vultaggio's  swagger  seems 
intended  to  draw  attention  away  from 
a  deteriorating  situation.  Sources  close 
to  the  company  say  that  last  year  it 
earned  $45  million  before  taxes,  on 
sales  of  $285  million,  down  5%  from 
1994.  This  while  the  iced  tea  market 
grew  17%,  making  it  apparent  that 
Ferolito,  Vultaggio  is  losing  market 


share.  Five  distributors  have  filed  law- 
suits against  the  company,  charging  it 
with  trampling  on  their  distribution 
rights.  One  distributor,  Myday  Whole- 
sale Beer  Corp.  of  Freeport,  N.Y.,  is 
suing  on  ten  counts  of  contract  prob- 
lems. It  says  that  after  it  spent  three 


years  promoting  Arizona  Iced  Tea  in 
exchange  for  exclusive  distribution 
rights,  Ferolito,  Vultaggio  refused  to 
recognize  the  deal  and  began  negoti- 
ating with  another  distributor.  "They 
don't  treat  their  wholesalers  right," 
grumbles  Ardie  Bonanno,  who  is 
suing  for  two  counts  of  breach  of  con- 
tract. He  charges  that  his  Ohio  firm 
was  dumped  as  a  distributor  without 


cause  or  compensation. 

Another  distributor  claims  that  the 
partners  broke  a  promise  that  granted 
it  exclusive  rights  to  the  Canadian 
market.  In  the  deposition  for  that  case, 
Vultaggio  tossed  aside  the  accusation 
with  this  response:  "I  say  in  business 
there  is  no  such  thing  as  morality." 
Certainly  Ferolito,  Vultaggio  has  a  rep- 
utation for  treating  people  badly  Two 
years  ago  a  California  artist  charged  the 
company  with  stealing  part  of  her 
design  for  use  on  Arizona's  original 
cans.  The  case  was  settled  out  of  court. 

To  some  extent  Vultaggio's  reputa- 
tion for  toughness  springs  from  the  fact 
that  he  came  up  the  hard  way.  The  son 
of  a  produce  manager  at  A&l'  super- 
markets, Vultaggio  hooked  up  with 
Ferolito  in  the  early  1970s,  soon  after 
high  school  in  Flatbush,  Brooklyn. 
Together  they  bought  a  used  Volkswa- 
gen "love  bus"  for  $200  and  started 
delivering  beer  to  the  tough  New  York 
neighborhoods,  like  Crown  Heights 
and  Bedford-Stuyvesant,  that  most 
truckers  steered  clear  of. 

By  1982  Ferolito,  Vultaggio 
&  Sons  had  a  fleet  of  25 
trucks.  It  soon  occurred  to 
Ferolito  and  Vultaggio  that 
rather  than  just  distribute 
beer,  they  could  be  making 
the  stuff.  "We  figured  that 
we  had  more  talent  than 
these  guys,"  explains  Vul- 
taggio, expressing  con- 
tempt for  traditional 
brewers.  In  1986  Ferolito 
and  Vultaggio  launched 
Midnight  Dragon  Malt 
Liquor,  a  cheap  drink  target- 
ed at  poor,  inner-city  drinkers. 
The  point-of-purchase  ads  were,  to 
put  it  mildly,  lascivious.  They  featured 
a  woman  wearing  a  slinky  red  dress  and 
a  garter,  sipping  a  bottle  of  Mid- 
night Dragon  through  a  straw. 
The  caption:  "I  could  suck  on  this 
all  night." 
Next  product:  Crazy  Horse  Malt 
Liquor.  Named  after  the  American 
Indian  chief  who  led  the  Sioux  in  their 
victory  over  General  Custer  in  1876, 
Crazy  Horse  Malt  Liquor  was  banned 
by  Congress  in  1992  for  being  offen- 
sive. Ferolito,  Vultaggio  won  a  feder- 
al court  battle  on  First  Amendment 
grounds.  "We're  New  York  guys," 
Vultaggio  explains.  "You  don't  mess 
with  us,  we  won't  mess  with  you." 
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Jim  Wilhitc,  Human  Resources  Manager,  M.W.  Kellogg 


"Norrell  s  staffing  solutions  have  done 
more  than  save  us  money.  They've  helped  us 
focus  on  the  things  we  do  best." 


"Like  many  companies,  we  find  that 
managing  our  human  resource  function 
is  no  small  task.  That's  why  having 
Norrell  as  a  staffing  partner  is  so  valu- 
able to  us,"  says  Jim  Wilhite  of  M.W. 
Kellogg,  Houston. 

Norrell  serves  as  the  source  for  a 
wide  range  of  clerical  and  administrative 
personnel  at  M.W.  Kellogg,  from  mail- 
room  employees  to  CEO  secretaries. 
Norrell  screens,  hires,  and  trains 
employees,  working  to  make  sure  that 
each  has  what  it  takes  to  get  the  job  done, 


from  possessing  the  right  skills  to  having 
a  great  attitude. 

Norrell's  approach  to  staffing  is 
proactive.  In  M.W.  Kellogg's  case, 
Norrell  created  customized  training  and 
orientation  programs,  and  continually 
offers  new  ideas  that  help  Kellogg  be 
even  more  efficient. 

As  Jim  Wilhite  puts  it,  "With 
Norrell's  help,  we're  more  competi- 
tive and  profitable.  We're  also  better 
prepared  to  deal  with  peak-period 
workloads  and  major  projects  as  they 


arise.  And  most  importantly,  we're 
better  prepared  to  serve  our  clients." 

To  learn  how  Norrell  can  help  your 
company's  productivity  with  a  wide 
range  of  staffing  services,  from  admin- 
istrative and  clerical  to  light  industrial  to 
accounting,  call  800-USE-NORL. 
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Just  as  GT  Bicycles  was  finally  looking  like  a  con- 
tender again,  its  founder's  sudden  death  may  put  an 
end  to  the  race. 

The  battle 
of  the  bikes 


It  was  a  nice  living,  but  the  partners 
weren't  getting  rich.  Th<  n  they  dis- 
covered tea.  They  launched  Arizona 
Iced  Tea  in  1992,  attacking  the 
market  pioneer  Snapple  head  on.  To 
make  their  tea  stand  out,  Ferolito  and 
Vultaggio  packaged  it  in  a  tall,  24- 
ounce  can  that  was  clearly  bigger  than 
Snapple's  16-ounce  bottle.  With  both 
priced  at  99  cents,  Arizona  was  a  bar- 
gain. The  brand  took  off,  growing 
from  under  $20  million  in  1992  to 
$300  million  in  1994. 

But  races  aren't  always  won  by 
sprinters.  To  keep  costs  down,  Feroli- 
to and  Vultaggio  refused  to  spend  a 
penny  on  big  ad  campaigns.  Mean- 
while, the  beverage  giants  were 
moving  in  with  multimillion-dollar 
advertising  and  promotion  budgets. 
Tom  Pirko,  president  of  the  beverage 
consulting  firm  Bevmark,  suspects  that 
this  chintziness  may  be  Arizona's 
downfall.  "You  can't  defend  your 
brand  on  cute  graphics  and  [bottle] 
size  alone,"  says  Pirko.  Thus  the  slip- 
page in  sales  last  year  in  an  overall 
growing  market. 

Ferolito,  Vultaggio  has  introduced 
fruit  drinks  with  flavors  like  Pina 
Colada  and  Kiwi  Strawberry,  and  car- 
bonated soft  drinks  like  Chocolate 
Covered  Cherry  Cola.  But  despite 
their  bluster  they  seem  to  understand 
that  they  are  going  to  be  squeezed 
further  in  the  bottled-tea  business. 
Ferolito,  Vultaggio  is  getting  into  the 
trendy  specialty  beer  market.  Inspired 
by  John  Wayne's  drinking  vessel  in 
The  Alamo,  Ferolito  and  Vultaggio 
decided  to  bottle  their  Mississippi 
Mud  in  old-fashioned  clay  jugs  with 
handles.  It  will  hit  stores  this  month. 

This  time  Ferolito  and  Vultaggio 
aren't  in  early.  The  specialty  beer  busi- 
ness is  teeming  with  entrants,  and  big 
brewers  are  getting  in  with  premium- 
priced  brands  like  Coors'  Blue  Moon 
and  Anheuser-Busch's  Elk  Mountain. 

Vultaggio  is  still  talking  tough.  "In 
the  beverage  business  you've  got 
these  big  giants,"  he  says.  "They've 
said,  'We've  been  hearing  about  these 
two  ex-truck  drivers  from  Brooklyn, 
these  two  cockroaches  from  Brook- 
lyn.' And  they're  a  little  frustrated 
now,  the  giants,  because  we're  two 
guys  they  can't  exterminate,  they 
can't  make  go  away."  Bin  not  all  of 
Vultaggio's  and  Ferolito's  □  »ubles  are 
from  die  big  guys.  ssi 


By  Robert  La  Franco 

On  July  12  Richard  Long  died  in  a 
motorcycle  accident  on  the  way  to  a 
mountain  bike  race  in  Big  Bear,  Calif. 
Only  46  years  old,  Long  had  been 
under  intense  pressure.  At  an  inter- 
view with  FORBES  a  few  weeks  before 
his  death,  the  founder  of  GT  Bicycles 
showed  dark  shadows  under  his  eyes 
and  the  drooping  shoulders  of  a  man 
wearied  by  the  competitive  struggle. 


Indeed  he  was.  Long  was  just  back 
from  a  ten-day  cross-country  road 
show  during  which  he  worked  furi- 
ously to  convince  analysts  and 
investors  that  his  company  deserves 
the  respect  accorded  his  archrival,  the 
smaller  Cannondale  Corp.  It  was  not 
an  easy  sell. 

It  seems  that  wherever  Long  went, 
Cannondale's  chief  executive,  Joseph 
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The  number  of  Americans  over  age  65  will  increase  to  53 
million  by  2020,  more  than  one  in  six,  according  to  "65+  in 
the  United  States,"  a  report  issued  by  the  U.S.  Census 
Bureau  and  the  National  Institute  on  Aging.  The  report  con- 
cludes that  the  aging  baby-boom  population  will  force  new 
answers  to  questions  about  quality  of  life  and  medical  needs. 

With  a  declining  number  of  workers  in  the  tax  base, 
government  programs  cannot  afford  to  finance  all  future 
long-term  care  needs.  Public  funds  should  be  reserved  for  the 
truly  needy.  Proposed  federal  tax  advantages  for  the  pur- 
chase of  private  long-term  care  insurance  would  provide  the 
government's  endorsement,  as  well  as  financial  incentives, 
for  many  individuals  to  become  self-reliant  for  future  needs. 

Take  a  New  Look  at  LTC 

It's  been  nearly  30  years 
since  CNA  first  offered  nurs- 
ing-home insurance  protec- 
tion. Our  long-term  care 
policies  today  are  broader  in 
coverage  and  more  flexible, 
giving  individuals  freedom 
to  select  benefits  to  meet 
their  needs.  Long-term  care 
insurance  is  not  just  for  the 
elderly.  Roughly  one-third 
of  the  people  who  need  help 
with  the  activities  of  daily 
living  are  between  the  ages 
of  18  and  64.  Most  impor- 
tant, long-term  care  insur- 
ance gives  individuals  the 
freedom  to  control  their  own 
savings  and  assets.  It  allows  our  customers  and  their 
families  to  maintain  dignity  and  independence  through 
planning  for  their  own  future. 

Tax  advisers,  financial  planners,  employee  benefit 
specialists,  self-employed  business  owners  and  all 
security-conscious  persons  should  take  a  new  look  at 
long-term  care  insurance.  It  is  a  vital  part  of  retirement 
planning  that  benefits  many  individuals  and  is  good 
for  the  country. 

New  federal  income-tax  laws  would  treat  qualified 


Dennis  H.  Chookaszian, 
Chairman  and  CEO, 
CNA 

"Long-term  care  insurance 
is  a  vital  part  of  retirement 
planning  that  is  good  for 
the  country." 


long-term  care  plans  much  like  other  types  of  health 
insurance.  This  opportunity  would  ease  planning  for  the 
future  with  the  use  of  itemized  deductions  or  certain 
retirement  funds,  without  penalty,  to  purchase  long- 
term  care  insurance.  These  government  actions  should 
encourage  private  financing  for  future  long-term  care 
expenses,  strengthening  the  public/ private  partnership 
that  will  be  needed  to  finance  long-term  care  costs. 

Planning  for  LTC: 
Not  If  But  When 

In  my  practice  of  elder  law  work,  I  often  advise  a 
spouse  under  stress  or  families  torn  apart  by  potential- 
ly catastrophic  nursing-home  expenses  for  a  loved  one. 
No  one  plans  to  enter  a  nursing  home;  consequently, 
thoughts  about  how  to  pay  for  long-term  care  don't 
enter  the  picture  until  a  spouse  or  parent  is  in  poor 
health.  Then  it's  too  late. 

A  single  year  in  a  nursing  home  averages  $30,000 
to  $60,000.  This  can  be  20  to  40  times  the  annual  pre- 
mium for  long-term  care  insurance  when  purchased 
at  age  60  and  many  more  times  that  amount  at 
age  50.  With  longer  life 
spans,  planning  for  long- 
term  care  expense  is  not  a 
matter  of  if,  but  when. 
Retirement  planning  must 
include  preparing  for  long- 
term  care  expenses.  Too 
many  unknown  factors  and 
the  high  costs  of  care  make 
self-funding  difficult.  With 
the  proposed  tax  advantages  Jonathan  M.  Forster,  Esq., 
for  long-term  care  insur-    Shui.man,  Rogers  P.A.; 

ance,  the  government  con-  C™,R-  Ethicas  Committee, 

°    .    ,         .       ,       National  Academy  of 
tinues  to  send  clear  signals    Elder  Law  attorneys; 

that  individuals  and  fami-  author 

lies  must  plan  to  protect 

themselves  rather  than  rely 

on  government  programs. 

Medicaid    may  offer 

financial  help  for  the  truly 

indigent.  But  for  the  middle 


These  thoughts  don't 
enter  the  picture 
until  a  spouse 

or  parent 
is  in  poor  health. 
Then  it's  too  late.  " 
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class,  Medicaid  qualification  is  a  grueling  process. 
Reliance  on  the  government  is  just  not  a  viable  solu- 
tion for  most  people  because  of  eligibility  require- 
ments, severe  restrictions  on  the  transfer  of  assets 
and  constant  changes  in  the  law,  especially  in  gov- 
ernment funding  programs.  Medicaid  takes  away  an 
individual's  choice  of  care  options.  Maintaining 
control  and  independence  takes  significant  advance 
planning. 


Difficult  Choices 
Require  Planning 

Working  people  face  tough 
financial  choices:  among 
them,  educating  their  chil- 
dren, preparing  for  retire- 
ment and  caring  for  their 
parents.  The  government  is 
there  to  help  the  most 
needy.  To  the  extent  that 
they  can,  individuals  and 
employers  should  take 
advantage  of  options  that 
encourage  planning  for 
retirement,  including  long- 
term  care.  We  know  these 
expenses  are  coming,  and 
we  need  to  plan  for  them  a 
long  time  in  advance.  The 
sooner  we  start,  the  easier  it 
is.  The  longer  we  wait,  the 
harder  it  is. 

Public  confidence  in  the  future  payment  ability  of 
government  programs  is  waning.  There  are  many 
strains  on  government  budgets  at  every  level,  from 
federal  to  local.  Both  Medicare  and  Medicaid  face 
major  restructuring  to  control  overall  government 
expenses.  Medicare  benefits  cover  very  limited  home 
health  care  and  nursing-home  care.  Medicaid  eligibili- 
ty has  severe  income  and  asset  restrictions.  That  leaves 
most  individuals  to  plan  for  their  own  care.  These  pro- 
posed new  tax  laws  provide  many  individuals  a  guid- 
ing hand  to  do  so. 


J.  Thomas  Cochran, 
Executive  Director, 
U.S.  Conference 
of  Mayors 

The  sooner 

we  start 
retirement 
planning, 
the  easier  it  is." 


Summary  of  Proposed  Federal 
Tax  Advantages  for 
Long-Term  Care  Insurance 

(For  application  to  an  individual  situation,  please  consult  a 
tax  adviser  or  accountant.) 

■  Premiums  would  be  deductible  for  individuals  who 
itemize  up  to  an  annual  maximum  from  $200  to 
$2,500.  This  amount  increases  with  the  age  of  the  tax- 
payer, roughly  paralleling  the  annual  premiums  of 
LTC  insurance.  LTC  premiums  and  expenses  for  care 
not  paid  by  insurance  will  be  deductible,  subject  to 
the  same  7.5%  of  adjusted  gross  income  limit  that 
applies  to  other  medical  expenses. 

■  Benefits  that  are  reimbursed  under  long-term  care 
insurance  would  not  be  taxed.  Per-day  expenses 
would  be  subject  to  maximum  amounts,  indexed  for 
inflation. 

■  Employer  contributions  would  be  deductible  as  a 
business  expense  and  would  not  be  included  as 
income  to  employees.  Section  125  cafeteria  benefits 
are  not  eligible  to  be  used  for  LTC  premiums. 

■  Retirement  funds  from  certain  plans  such  as  IRAs, 
401  (k)s  and  others  could  be  used  to  pay  premiums 
for  long-term  care  insurance  for  an  individual  or  the 
individual's  spouse.  Such  distributions  would  be 
included  as  income  (as  under  past  law)  but  would 
not  be  subject  to  the  10%  penalty  for  early  with- 
drawals. 

■  Long-term  care  products  that  meet  current  state 
requirements  where  they  are  sold  would  be  grandfa- 
thered and  would  receive  favorable  federal  tax  treat- 
ment for  tax  years  beginning  after  December  31, 1996. 
This  provides  peace  of  mind  to  existing  policyholders 
and  eliminates  the  need  to  exchange  an  older  policy 
for  a  new  one.  National  consumer  protections  are 
identified  in  the  new  legislation.  All  long-term  care 
insurance  products  sold  after  January  1,  1997  must 
comply  with  these  new  requirements  to  qualify  for 
tax  deductibility 

CNA  is  one  of  the  leading  insurance  organizations  in  the  United 
States.  Active  in  a  broad  line  of  insurance  businesses,  CNA  has 
nearly  100  years  of  experience,  assets  of  $62  biHion  and  stockholders' 
equity  of  $6.5  billion  as  of  March  31, 1996.  CNA  is  a  registered  service 
mark  of  the  CNA  Financial  Corporation. 
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Montgomery,  56,  was  there  first.  An 
avid  athlete,  Montgomery  gets  loads 
of  free  ink  for  Cannondale's  laid-back 
"culture"  and  its  Connecticut  farm 
house  headquarters.  Despite  a  mar- 
keting budget  almost  twice  the  size 
of  Cannondale's,  Long  never  suc- 
ceeded in  matching  Cannondale's 
hype.  Even  GT's  initial  public  offering 
last  October  was  overshadowed  by  a 
secondary  offering  a  few  weeks 
earlier  from  Cannondale. 
Priced  at  14  a  share,  GT's  stock 
fell  nearly  50%  in  three 
months,  to  just  7%  in  January. 
Cannondale,  by  contrast,  went 
from  about  18  in  the  fall  to  21 
in  January.  This  wasn't  simply 
an  image  problem.  Last  fiscal 
year,  Cannondale  made  a 
$13.5  million  operating  profit 
on  revenues  of  $122  million. 
GT  brought  in  just  $8  million 
on  sales  of  $169  million. 

The  comparisons  were  the 
more  galling  because  GT  had 
made  its  mark  more  quickly. 
Long  cofounded  Santa  Ana, 
Calif-based  GT  in  1979  to 
make  dirt-track  racing  bikes, 
known  as  bmx  bikes,  for  boys. 
Long  was  a  bmx  bicycle  race- 
track operator.  His  partner  was 
Gary  Turner,  an  engineer  who 
built  bike  frames  in  his  garage 
for  his  son  to  race.  They  made 
their  frames  of  chrome-moly 
steel,  an  alloy  so  light  and 
sturdy  that  their  bikes  quickly 
became  a  hit  among  the  dirt- 
bike  crowd.  Sales  hit  $4  mil- 
lion in  just  two  years.  Manu-  an 
facturing  its  product  in  a 
garage  in  Santa  Ana,  GT  had  gross 
margins  of  70%. 

But  GT  stumbled  in  the  late  1980s 
when  it  invaded  Cannondale's  moun- 
tain bike  market.  Because  the  moun- 
tain bike  market  was  pricier  and 
faster-growing  than  the  bmx  market, 
GT  felt  a  need  to  get  into  it.  This  was 
the  right  decision:  Today  60%  of  GT's 
saies  are  in  mountain  bikes.  But  GT 
never  grew  beyond  also-ran  status. 
Cannondale's  distinctive  fat-tube 
bikes,  made  in  Pennsylvania,  were 
marketed  as  100%  American  just  as 
American-made  bikes  were  lining  a 
reputation  as  the  world's  best.  Local 
manufacturing  also  let  Cannondale 
respond  quickly  to  change  in  the 


market.  GT,  by  contrast,  made  most 
of  its  mountain  bikes  and  bmx  bikes 
in  Taiwan. 

Cannondale  was  savvy  in  other 
ways,  too.  It  set  up  a  direct  distribu- 
tion network  so  that  sales  representa- 
tives, trained 'in  Cannondale  lingo, 
dealt  directly  with  retailers.  GT,  how- 
ever, relied  on  outside  distributors 
who  were  no  more  loyal  to  GT  than 


Silver  medalist  Erin  Hartwell  pedals  his  GT  at  the  Olympics 
Finally  some  good  news  for  GT  Bicycles. 


to  the  dozens  of  other  brands  they 
sold  to  dealers. 

Long  was  starting  to  change  that. 
Over  the  last  five  years  he  spent  $20 
million  to  buy  a  nationwide  distribu- 
tion chain  for  bikes  and  parts  that 
now  has  accounts  at  two-thirds  of  the 
country's  6,000  independent  dealers. 
With  an  eye  on  Cannondale's  success 
overseas  (Forbes,  Sept.  20,  1991),  he 
also  set  up  a  fledgling  distribution 
presence  in  France,  Japan  and  the 
United  Kingdom. 

Grasping  the  importance  of  per- 
sonal promotion  in  a  business  like  his, 
Long  started  spending  more  of  his 
weekends  schmoozing  at  bike  races. 
There  he  would  entertain  vendors, 


dealers  and  customers.  He  was  get- 
ting good  at  courting  the  trade  press, 
too.  His  weekdays  were  devoted  to 
shoring  up  GT's  infrastructure,  invest- 
ing heavily — -$750,000  this  year — in 
improving  the  manufacturing 
process.  The  company  is  spending  $6 
million  this  year  in  advertising,  and  it 
sponsored  two  athletes  in  Atlanta,  at 
the  first  Olympic  mountain  bike  com- 
petition. Long's  piece  de  resis- 
§  tance  was  GT's  splendid  new 
Superbike,  a  handbuilt,  feath- 
erlight  racing  bike  that  took 
two  years  to  develop.  At  the 
Atlanta  games,  the  U.S.  cycling 
team,  riding  GT  bikes,  pulled 
down  two  silver  medals.  But  as 
the  numbers  show,  little  of  this 
has  yet  worked  down  to  the 
bottom  line.  Last  year  Can- 
nondale boasted  11%  operating 
margins,  up  sharply  from  a  year 
earlier.  Its  margins  are  expect- 
ed to  be  slightly  higher  this 
year.  GT's  margins  seem  stuck 
at  4.7%.  With  high  margins, 
Cannondale  can  afford  to 
spend  more  money  on  research 
and  development:  $3  million 
this  year,  twice  as  much  as  GT 
will  invest  in  building  its  next 
generation  of  bikes. 

Ask  any  mountain  bike  afi- 
cionado, GT  makes  great 
machines.  And  despite  a  more 
diverse  product  line  that  limits 
its  risk  to  market  downturns, 
its  strategy  remains  weak.  For 
example,  dealers  say  this  year  it 
could  have  sold  three  times  as 
many  of  its  $1,500  Avalanche 
LE  bikes  as  the  20,000  sold  if  it 
had  not  underestimated  demand  and 
lacked  product. 

And  now  the  fad  for  mountain 
bikes  is  shrinking.  The  Bicycle  Market 
Research  Institute  reports  this  year 
mountain  bike  sales  in  the  U.S.  will 
drop  for  the  first  time  in  ten  years,  to 
$1.5  billion  from  $1.6  billion  in 
1995.  What  a  time  to  lose  your  chief 
executive  and  chief  visionary. 

Michael  Haynes,  Long's  replace- 
ment as  chief  executive,  has  been  GT's 
chief  financial  officer  for  the  last 
seven  years.  "Richard  was  dynamic, 
energetic  and  very  high  profile,"  says 
Haynes.  "I'm  not  even  going  to  try 
and  keep  up  with  that."  Well,  who 
then  will? 
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Russians  make  the  world's  worst  cars, 

but  Russians  want  wheels.  Who  will  make  them? 

Would  you  want 
to  drive  a  Lada? 


By  Jerry  Flint  and  Paul  Klebnikov 

"By  the  year  2000  this  will  be  a  4- 
million-car  market,"  says  Nikolai 
Pugin,  president  of  GAZ,  one  of 
Russia's  best-known  car-  and  truck- 
makers.  Why  not?  That's  three  times 
Russia's  current  market,  but  there  are 
150  million  people  there  and  it's  a 
big  country.  "The  number  of  cars  per 
1,000  is  less  than  10%  of  U.S.  levels," 
says  a  Detroit  automan  prospecting 
the  territory.  "We  are  excited." 

"In  communist  days  a  car  was  a 
luxury,  a  sign  of  your  power  or  per- 
sonal wealth.  Now  Russians  want 
cars.  It's  our  first  goal,"  says  Victor 
Koledenkov,  auto  analyst  at  the 
Moscow-based  brokerage  house 
Rinaco  Plus. 

In  a  way  that  Americans  once  were, 
Russians  are  car  nuts.  We  count  1 1 
automotive  magazines  at  the  newspa- 
per kiosk,  against  a  half-dozen  sex 
magazines.  Sex  seems  in  plentiful 
supply,  but  cars  are  still  something  a 
Russian  fantasizes  about.  Sure 
enough,  the  streets  of  Moscow  are 
filled  with  cars,  Ladas  (which  Rus- 
sians also  call  Zhigulis)  and  Volgas 
and  Moskviches,  but  also  Mercedes 
and  bmws,  Volvos  and  Saabs,  and  yes, 
Chrysler's  Jeeps  and  Chevy's  Blazers. 
The  police  even  ride  around  in  big 
Ford  Crown  Victorias. 

So  why  is  the  Russian  car  industry 
in  the  dumps?  Production  of  cars, 
buses  and  trucks  from  Russia's  11 
manufacturers  is  down  about  50% 
from  peak,  to  about  1  million,  and 
two  major  producers  are  just  about 
shut.  One  reason  is  that  the  Russian 
factories  grind  out  the  world's  worst 
vehicles,  clunky  enough  to  dull  even 
the  most  ravenous  appetites  for 
wheels.  "Every  car  is  a  model  kit  that 
you  have  to  assemble  yourself,"  says 
Alexei  Solopov,  an  auto  magazine 


writer.  When  Forbes  asked  a 
Moscow  taxi  driver  how  he  liked  his 
Volga,  he  responded  in  picturesque 
language:  "It  runs  like  a  bad  lay."  A 
ten-year-old  Volvo  at  $3,500 — prob- 
ably smuggled — is  often  a  better  buy 
than  a  1996  Lada  at  $7,000. 

Little  wonder  the  cars  are  so  bad. 
The  factories  are  out  of  Jurassic 
Park — huge,  vertically  integrated  and 
badly  run.  It  takes  Russian  plants  any- 
where from  3  to  30  times  the  man- 
hours  to  produce  a  lousy  car  that  it 
takes  a  U.S.  or  Japanese  factory  to 
produce  a  good  one.  Labor  costs 
run  $200  to  $350  a  month  per 
worker — maybe  5%  what  a  U.S. 
autoworker  earns — but  the  advantage 
is  dissipated  by  inefficiency. 

So  where  are  the  plants  of  GM, 
Ford,  Toyota,  Renault  and  other 
world  manufacturers?  GM  and  Ford 
are  trying  to  set  up  assembly  opera- 
tions: gm  to  make  50,000  Chevy 
Blazers  a  year  in  Tatarstan,  700  miles 
from  Moscow,  and  Ford  to  assemble 
6,000  cars  and  vans  near  Minsk.  But 
this  is  petty  cash  in  terms  of  the 
market  potential,  and,  even  so,  tenta- 
tive. Everything  in  Russia  is  maybe, 
and  nothing  happens  until  it  happens. 

Until  recently,  foreign  firms  were 
held  back  by  the  threat  of  commu- 
nism returning  to  Russia.  But  even 
now,  with  a  modicum  of  political  sta- 
bility, foreigners  are  finding  it  tough 
to  set  up  joint  ventures.  Why? 

•The  Russians  negotiate  to  win,  so 
the  other  fellow  has  to  lose— not  a 
good  approach  to  joint  venture  deals. 

•  Their  executives  want  money  and 
technology  but  are  airaid  of  losing  power. 

•They  only  think  big.  Alexei  Niko- 
laev,  president  of  Avtovaz,  Russia's 
largest  carmaker,  says  that  GM  and 
Daewoo  of  Korea  offered  to  start 


assembly  operations  of  50,000  units 
at  his  plant.  "Too  small,"  he  says. 
Avtovaz  wanted  an  all-new  $2  billion 
plant  making  300,000  cars  a  year. 

Foreign  carmakers  are  willing  to 
start  small  to  test  the  waters,  but 
that's  not  good  enough  for  the  think- 
big  Russians. 

And  the  Russians  are  suspicious  of 
foreigners.  More  than  one  Russian 
auto  executive  we  interviewed 
groused  about  a  Daewoo  plant  in 
production  in  Uzbekistan  and  two 
planned  facilities  in  Poland  and 
Romania.  The  Russians  accuse  the 
Koreans  of  trying  to  "surround" 
them  and  capture  the  market. 

The  Russians  are  right  to  be  appre- 
hensive about  foreign  competition. 
Without  duties  on  imports  of  up  to 
100%,  Russian  automakers  would  be 
out  of  business.  Even  with  the  duties, 
450,000  foreign  cars  crossed  the 
borders  last  year.  Understand,  many 
of  those  were  used  cars,  but  that  still 
gives  the  foreigners  40%  of  the 
market  right  now.  The  Far  Eastern 
markets — eastern  Siberia  and  Vladi- 
vostok— have  already  been  captured 
by  the  Japanese.  The  big  drawbacks 
for  foreign  cars  are  parts,  which  are 
expensive,  and  service.  Neither  exists 
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Leonid  Brezhnev's 
pride  and  joy: 
the  Avtovaz  plant  on 
the  Volga  River; 
Alexei  Nikolaev, 
company  president 
His  dealers, 
many  of  them 
gangsters,  owe 
the  company 
$1.2  billion. 
Try  collecting. 


outside  Moscow  and  St.  Petersburg. 
In  Naberezhnye  Chelny,  600  miles 
from  Moscow,  a  husky  young  man 
complains  that  the  power  seats  of  his 
$36,000  Chevy  Blazer  have  stopped 
working,  and  they  can  be  fixed  only 
in  Moscow.  But  would  he  trade  for  a 
Russian  car?  No  way,  he  says. 

Already  the  worst  of  the  local  car- 
makers, azlk  (making  the  Moskvich), 
and  truckmaker  ZIL,  are  practically 
shut.  The  better  producers,  truckmak- 
er Kamaz  and  carmakers  Avtovaz  and 
gaz,  have  seen  production  pick  up  in 
the  last  year  or  two. 


Whatever  finally  happens,  the  for- 
eign producers  are  unlikely  to  own 
the  market.  Russians  are  too  proud  to 
permit  that  to  happen.  Which  are  the 
leading  Russian  companies  and  what 
do  their  prospects  look  like? 

GAZ 

The  GAZ  factory  complex  was  built 
in  Gorky  in  the  1930s,  with  help 
from  Henry  Ford,  gaz  stands  for 
Gorky  Auto  Works.  The  town  has 
resumed  its  prerevolutionary  name 
of  Nizhny  Novgorod,  but  the  com- 
pany's still  GAZ. 


GAZ  has  a  typically  huge  plant,  with 
capacity  for  400,000-plus  vehicles, 
including  300,000  medium-size 
trucks.  They  went  to  the  military, 
agriculture  and  industry.  The  Reds 
didn't  believe  in  light  trucks.  Why 
build  a  little  one  when  you  can  build  a 
big  one?  Any  load,  no  matter  how 
small,  was  carried  by  a  big  truck. 

But  GAZ  has  been  fairly  quick  to 
respond  to  market  forces.  It  created  a 
light  truck,  the  Gazelle  (get  it?),  just 
right  for  Russia's  new,  small  business- 
es; 60,000  Gazelles  were  sold  last  year. 

Even  with  production  at 
215,000 — less  than  60%  of  capacity — 
GAZ's  sales  last  year  were  $1.8  billion 
and  profits  $314  million.  These  are 
Russian  numbers,  so  take  them  for 
what  they're  worth — which  isn't 
much.  But  the  company  is  almost 
certainly  in  the  black,  which  is  rare  in 
Russia.  That  makes  GAZ  the  darling  of 
the  Russian  stock  market:  Its  stock 
rose  sixfold  since  the  beginning  of 
last  year;  the  company  now  has  a 
market  capitalization  of  $180  million. 

But  the  company  knows  it  has  a  long 
way  to  go.  Listen  to  GAZ  President 
Nikolai  Pugin:  "Imports  have  come  to 
Russia.  We  have  to  get  competitive." 

The  GAZ  car  is  the  Volga — the  one 
the  taxi  driver  cursed — and  it  looks  a 
lot  like  the  Volga  that  first  came  out 
in  1970.  The  company  envisions  a 
modern  front-wheel-drive  car,  cab- 
forward  design  (emphasizing  interior 
room)  like  Chrysler's  and  an  engine 
bigger  than  the  putt-putt  lOOhp 
four-cylinder  in  today's  Volga.  The 
trouble  is  GAZ  hasn't  the  money  or 
the  technology.  "I'd  love  to  look  at 
this  project  with  a  Western  firm," 
Pugin  says.  "We  need  $1  billion  [for 
new  vehicles]." 

His  engineers  and  designers  also  show 
us  some  future  product  possibilities, 
including  a  four-wheel-drive  pickup,  a 
closed  utility  vehicle  and  a  variety  of 
small  vans — all  based  on  the  Gazelle 
frame.  But  the  pace  of  creating  new 
models  is  slowed  by  lack  of  cash. 

And  no  wonder  there's  not 
enough  cash,  gaz  employs  96,000 
people  to  make  215,000  vehicles. 
Chrysler  employs  125,000  workers  to 
make  1.8  million  vehicles.  Many  of 
the  Russian  workers  aren't  actually 
building  cars,  but  taking  care  of  the 
workers'  basic  needs.  Pugin  says: 
"We're  a  private  company  now,  not  a 
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government  agency.  Bui  you  can't 
pass  off  social  responsibilities  [hous- 
ing, day  care,  etc.]  just  like  that." 

Avtovaz 

At  his  wooded  hunting  lodge  north 
of  Moscow,  Leonid  Brezhnev,  the 
Soviet  leader,  kept  a  stable  of  expen- 
sive foreign  cars:  a  Maserati,  a 
Porsche,  a  Jaguar.  In  the  late  1960s 
he  decided  to  build  up  the  Soviet 
auto  industry.  His  showpiece  was  the 
Avtovaz  plant,  built  with  Fiat's  help 
in  Togliatti,  on  the  Volga. 

It's  mind-blowingly  huge.  The 
assembly  line  goes  on  for  a  mile  and 
a  quarter.  Workstation  after  worksta- 
tion. No  modules  being  slapped  in. 
It's  piece  by  piece.  The  hammering  is 
incessant.  Hammering  the  gaskets  in, 
hammering  the  doors  down,  ham- 
mering the  bumpers.  On  the  engine 
line  a  man  seems  to  be  screwing  in 
pistons  by  hand  and  whopping  them 
with  a  hammer.  If  there's  a  robot  on 
the  line,  we  didn't  see  it.  Forget  statis- 
tical process  control. 

But  give  the  Russians  credit.  It's 
not  easy  to  build  automobiles,  even 
bad  ones.  These  cars  may  fall  off 
Toyota's  quality  scale,  but  they  are 
cars.  The  main  plant  has  three  assem- 
bly lines,  each  rolling  one  car  off 
every  minute,  620,000  last  year, 
maybe  650,000  this  year.  Many  of 


the  line  workers  are  women.  If  the 
cars  looked  as  good  as  the  workers, 
Ladas  would  be  world-beaters. 

But  Avtovaz  has  big  problems — like 
its  dealers,  who  are  making  money  while 
the  company  is  losing  it.  The  dealers 
don't  always  pay  for  the  cars.  They  owe 
Avtovaz  $1.2  billion,  equal  to  about 
35%  of  sales.  Is  the  debt  good?  Many 
dealers  are  gangsters.  Try  collecting. 
(And  Detroit  worries  about  rebates!) 

Avtovaz  needs  an  all-new  small 
car — Russians  aren't  going  to  buy 
those  bumbling  Ladas  forever,  even 
at  $7,000.  It  also  needs  new  engines 
and  a  new  Niva  off- road  vehicle.  But 
where's  the  cash  coming  from? 

"All  [those  new  products]  are  cap- 


ital-intensive and  difficult  because  we 
have  a  complicated  financial  picture," 
says  Avtovaz  boss  Alexei  Nikolaev.  He 
knows  he's  fighting  against  time  as 
well  as  money.  "We  have  five  years 
before  Western  carmakers  can  be  here  in 
volume  with  new  cars  adapted  for  Rus- 
sian roads  and  fuel,"  says  Nikolaev.  "If 
we  can't  complete  our  strategic  plan, 
we'll  be  stuck  with  old  cars  and  old  fac- 
tories. Our  demand  will  fall,  and  you  can 
draw  your  own  conclusions  as  to  what 
will  happen  to  this  company,"  he  says. 

Kamaz 

In  the  early  1960s  Naberezhnye 
Chelny  was  a  settlement  of  wooden 
huts  (population  1,300)  on  the 


Nikolai  Pugin, 
GAZ's  president ; 
below,  assembly 
of  the  Gazelle 
light  truck 
One  of  the  few 
Russian 
automakers  to 
make  money, 
GAZ  saw  its  stock 
rise  sixfold 
since  the 
beginning  of 
last  year. 
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Russian  autos:  1995  production 


Company 

Cars 

Trucks 

Models 

Avtovaz 

620,000 

Lada  car/Niva  off-roader 

GAZ 

115,000 

100,000 

Volga  car/Gazelle  truck 

UAZ* 

53,000 

10,000 

Off-roader/microbus 

A  71  IS 

AZLK 

50,000 

4,000 

Moskvich  car 

Kamaz 

6,000 

23,000 

Heavy  truck/Oka  car 

Izhmash 

16,000 

14,000 

Moskvich  car/medium  truck 

Uralaz 

6,000 

Heavy  truck 

Zil 

3,000 

Medium  truck 

*There  are  four  busmakers,  but  UAZ,  with  30,000  small  microbuses  built  last 
year,  accounts  for  75%  of  bus  production. 
Sources:  Brunswick  Brokerage;  Rinaco  Plus;  company  figures. 


The  Russian  stock 
market  is  skeptical, 
but  there  might  be 
a  Chrysler  among 
them.  GAZ  has  a 
market  cap  of 
$180  million; 
Kamaz,  $70  million; 
Avtovaz,  $60  million; 
UAZ,  $10  million. 


Kama  River  in  Tatarstan,  near  the 
Urals,  600  miles  from  Moscow. 
Then  Soviet  planners  put  a  dam 
there,  and  decided  this  was  the  per- 
fect place  for  the  largest  truck  facto- 
ry in  the  world. 

Those  were  the  think-really-big 
years  in  the  U.S.S.R.  It  was  the  era  of 
bam  (the  second  Trans-Siberian  Rail- 
road), the  Druzhba  pipeline  from 
Siberia  to  Western  Europe,  even  a 
project  to  reverse  the  flow  of  two 
great  Siberian  rivers  to  irrigate  the 
cotton  fields  of  Central  Asia. 

The  Kamaz  monster  covers  50 
square  kilometers:  foundries,  a  cav- 
ernous engine  plant  and  an  assembly 
line  theoretically  capable  of  produc- 
ing 150,000  big  trucks  a  year.  Talk 
about  excess!  The  entire  U.S.  heavy 
truck  market  is  about  150,000  in  a 
normal  year,  200,000  in  a  boom. 

In  communist  days  the  government 
was  the  customer;  Kamaz  sold 
130,000  trucks  in  1988.  Then  com- 
munism fell  and  the  market  for  heavy 
trucks  collapsed.  To  make  matters 
worse,  a  fire  destroyed  the  Kamaz 
engine  plant  in  1993.  Last  year  Kamaz 
production  dropped  to  just  23,000. 

Kamaz's  chairman,  Nikolai  Bekh, 
knew  he  had  to  move  fast.  He  already 
had  a  joint  venture  with  Cummins 
Engine  to  produce  the  Americans' 
diesel  engine.  He  cut  enough  costs  so 
that  Kamaz  could  make  money  on 
just  25,000  to  35,000  units  a  year. 
He  also  brought  in  accountants 
Deloitte  &  Touche  to  work  the 
books  and  suggest  improvements. 
"For  the  first  time  we  are  paying 
attention  to  cash  flow,"  he  observes. 

But  Bekh  needed  more.  "We 
wanted  a  partner  who  could  repre- 
sent us  on  the  world  capital  market," 
he  says.  In  1994,  he  made  a  deal  with 
Kohlberg  Kravis  Roberts,  which 
agreed  to  raise  $3.5  billion  over  six 
years  in  exchange  for  49%  of  Kamaz. 


What  is  the  money  going  to  be 
used  for?  First,  a  new  25-ton  truck 
for  the  oil  and  timber  industries. 
Second,  a  tractor  trailer  capable  of 
competing  with  the  best  from  abroad, 
with  a  diesel  engine  from  Cummins 
(of  the  U.S.),  a  transmission  from  ZF 
(of  Germany)  and  a  cab  from  daf  (of 
the  Netherlands).  And  third,  a  light 
truck  to  challenge  the  Gazelle. 

Kamaz  is  also  moving  into  passenger 
cars,  with  a  microcar,  the  30hp  Oka 
(only  6,000  made  last  year,  mavbe 
12,000  this  year),  which  sells  for  $3,500. 
Kamaz  loses  $1,000  or  so  a  car,  but 
hopes  to  be  profitable  at  50,000  units. 

Note:  Plans  are  one  thing,  action 
another.  Nothing  has  actually  hap- 
pened on  the  Kamaz/Cummins  proj- 
ect. No  money. 

kkr,  which  is  being  compensated 
with  equity  options,  has  raised  only 
$300  million  so  far — from  a  Russian 
bank  and  from  the  European  Bank 
for  Reconstruction  &  Development. 
Kamaz  executives  admit  they'll  have 
to  show  a  clear  profit  before  they  can 
expect  serious  Western  money. 

One  reason  cash  is  short  at  Kamaz, 
as  at  all  Russian  auto  companies,  is 
that  industry  works  on  barter.  "We 
send  the  truck  to  a  dealer,  he  sends  it 
to  a  coal  company,  which  ships  coal 
to  a  steel  company,  which  ships  us 
steel,"  says  Ildar  Khalikov,  Kamaz's 
finance  director.  Only  half  of  sales 
this  year  are  for  cash.  Now  Bekh  is 


financing  some  purchases  by  taking 
clients'  corporate  bonds,  which  he 
hopes  to  be  able  to  sell  on  the  Russ- 
ian stock  market. 

One  of  Kamaz's  best  assets:  a  ser- 
vice network  all  across  Russia.  "The 
value  of  our  network  is  worth  half  the 
company,"  says  Bekh. 

Kamaz  executives  figure  they  can 
break  even  by  September  and  be 
profitable  next  year.  "We've  passed 
through  the  most  difficult  stage," 
says  Bekh.  But  that's  just  saying  that 
there  are  degrees  of  difficulty 

UAZ 

The  last  of  the  still-healthy  Russian 
carmakers  is  UAZ.  It  makes  off-road 
utility  vehicles — sturdy  but  uncom- 
fortable— and  small  buses,  about 
93,000  in  all  last  year.  Product 
designs  date  back  to  the  1970s. 
Working  capital  is  in  short  supply. 
Talks  with  Mercedes  about  engine 
assembly  have  yet  to  yield  results. 

But  UAZ  is  not  alone  in  having  old 
designs  and  no  money.  At  best, 
none  of  these  companies  could  sur- 
vive in  a  freely  competitive  market. 
The  Russian  government  wants  to 
keep  Moskvich  (cars)  and  zil 
(trucks)  going.  They  are  in  Moscow, 
and  it  wouldn't  look  good  to  have  a 
few  hundred  thousand  more  out  of 
work  in  the  capital.  The  army  will 
funnel  6,000  truck  orders  to  zil, 
and  a  deal  is  being  cooked  up  to 


The  Russian 
vehicle  makers 

Scorning  the  very  con- 
cept of  competition,  the 
Soviets  created  noncom- 
peting  companies  to  fill 


particular  niches.  A 
Detroit  automan  who  has 
toured  the  Russian  plants 
says  this:  "They  are  pro- 
duction-based companies. 
Their  focus  seems  to  be 
on  turning  out  300,000 
to  400,000  pieces.  They 
don't  focus  on  the  issues 


that  Western  companies 
focus  on:  What's  the 
market,  who's  the  cus- 
tomer, what  are  the  prices, 
what  constitutes  quality? 
It's  a  hangover  from  Gos- 
plan.  You  will  make  so 
many  tons  of  steel;  to  an 
auto  company,  you  will 


make  so  many  vehicles. 

"That  attitude  is  in  a 
process  of  change,  but  that 
process  will  be  a  very  diffi- 
cult and  very  painful  one." 

Today  there  are  1 1 
Russian  vehicle  makers 
(see  table). 

J.F.  and  P.K.  mm 
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Grime  and 
no  punishment 

What's  the  difference 
between  carjacking  in  the 
U.S.  and  carjacking  in 
Russia?  Ask  Jeffrey  Martz, 
a  28-year-oid  American 
who  lives  in  Moscow  and 
exports  oil.  One  Sunday 
afternoon  in  Manhattan, 
he  was  sitting  in  his 
father's  Mercedes  on  First 
Avenue  and  84th  Street. 


"'Dad  got  out  to  get  some 
pizza,"  he  recalls,  "and  I 
was  in  the  passenger  seat 
studying  my  fasb."  Next 
thing  he  knew  there  was  a 
gun  at  his  head.  Good- 
bye, Mercedes. 

"I  used  to  look  for  the 
car  whenever  I  was  in 
Grozny  [the  capital  of 
Chechnya,  which  had  that 
sort  of  reputation],"  he 
says.  He  never  found  it, 
but  he  saw  lots  of  other 
cars  that  looked  stolen. 

In  Moscow  it  was  his 


Mitsubishi  Pajero  four- 
wheeler  that  was  taken, 
again  at  gunpoint. 

So  where  would  he 
rather  be  carjacked?  "New 
York.  The  police  were 
sympathetic  and  gave  me 
coffee  and  doughnuts.  In 
Moscow  they  kept  me  all 
night  asking  questions." 
No  coffee  or  doughnuts, 
either.  Neither  car  was 
recovered,  of  course. 

"There  was  a  Russian 
down  the  hall  from  my 
office  in  New  York,"  an 


American  recalls.  "He  told 
me  what  he  does.  Every  so 
often  another  Russian 
would  show  up  with  a 
briefcase  with  $100,000, 
and  he  would  'buy'  cars. 
The  cars  are  put  into  con- 
tainers and  shipped  east." 
The  smugglers  profit 
twice:  once  from  cheap 
sources  of  supply — under- 
stand, these  cars  may  be 
stolen — and  again  from 
those  high  duties  that 
keep  selling  prices  high. 

-J.F.  and  P.K.  ■■ 


have  Renault  of  France  make 
engines  for  Moskvich  (you  really 
don't  want  a  Moskvich  engine).  But 
these  are  stop-gaps. 

The  potential  is  there,  but  the 
Russian  auto  industry  badly  needs 
foreign  capital  and  know-how.  It  will 
be  a  long  time  before  Russia  is  able  to 
build  those  4  million  cars  the  opti- 
mists talk  about.  We  suspect  that 
those  foreign  companies  that  move  in 
substantially,  but  with  an  eye  to  Rus- 
sian sensibilities,  will  do  very  well 
over  the  next  few  decades.  "?ss 


The  Kamaz  plant  in 
Tatarstan; 
Kamaz  Chairman 
Nikolai  Bekh 
He  hopes 
his  deal  with 
Kohlberg  Kravis 
Roberts  will  raise 
$3.5  billion; 
in  return,  the 
Americans  will 
get  49%  of  the 
company. 
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Local  service.  Global  reach.  A  full  range  of 
financial  services.  No  wonder  Citibank  ADR 
programs  have  contributed  more  to  the 
growth  of  the  ADR  market  in  recent  years 
than  those  of  any  other  bank. 

CITIBANK® 


Hilton  Hotels'  new  chief  executive  has  been 
on  the  job  just  six  months,  but  he  already  has 
the  venerable  hotel  company  on  the  move  again. 

Man  in  a  hurry 


By  Rita  Koselka 


Hilton  Chief  Executive  Stephen  Bollenbach 

He  figures  out  what  needs  doing  and  does  it  quickly,  with  no  agonizing. 


Stephen  Bollenbach,  54,  doesn't 
mess  around.  When  he  joined  Disney 
in  the  spring  of  1995,  he  found  it  a 
heavyweight  in  production  but  lack- 
ing distribution  clout.  Not  exactly  a 
revelation.  Disney  Chairman  Michael 
Eisner  had  been  considering  buying  a 
network  for  years.  Bollenbach  arrives, 
surveys  the  landscape  of  distribution 
companies,  and  only  two  months 


later  Disney  buys  Capital  Cities/ ABC 
in  one  of  the  biggest  merger  deals  in 
history.  It  certainly  wasn't  just  Bol- 
lenbach's  deal,  but  getting  it  done  in 
nearly  record  time  was  his  doing. 

Bollenbach  left  Walt  Disney  Co.  in 
February  to  become  president  and 
chief  executive  of  Hilton  Hotels,  the 
company  that  got  60%  of  its  revenues 
from  running  gambling  casinos.  Just 


four  months  later  Hilton  did  the 
biggest  deal  in  the  history  of  the 
gambling  business,  outbidding  ITT 
Corp.  to  get  Bally  Entertainment,  the 
Chicago-based  gambling  company, 
for  around  $3  billion,  including  $2 
billion  in  Hilton  stock  and  the 
assumption  of  $1  billion  in  debt. 

That's  vintage  Bollenbach:  quick 
evaluation,  decisive  action. 

"He  told  us  that  it  took  1 4  days  to 
do  the  ABC  deal  and  it 
was  four  times  as  large, 
so  the  Bally  deal  should 
take  less  than  four  days," 
says  Lee  Hillman,  Bally's 
chief  financial  officer. 

The  price  was  stiff, 
but  Bally  was  a  prize.  It 
had  completed  a  spec- 
tacular turnaround  and 
had  several  high-poten- 
tial projects.  Bally  has 
two  of  the  most  prof- 
itable casinos  in  Atlantic 
City  and  a  third  under 
construction.  Hilton  has 
none  there. 

In  Las  Vegas  the  Bally 
casino  is  right  across  the 
street  from  the  Flamin- 
go Hilton.  Acquiring 
Bally's  Las  Vegas  gives 
Hilton  some  diversifica- 
tion because  Bally's 
attracts  a  less  affluent 
but  still  profitable  cus- 
tomer. The  companies 
are  a  terrific  fit. 

Why  was  Bally  for 
sale?  In  part  because  it 
was  hampered  from 
competing  with  gam- 
bling behemoths  like 
Mirage  Resorts,  ITT  and 
Hilton  by  a  load  of 
expensive  debt. 

Hilton's  Las  Vegas 
casinos  (Forbes,  Oct. 
24,  1994)  were  in  good 
shape,  but  it  had  few 
new  avenues  of  growth.  As  the  growth 
of  gambling  slows  (Forbes,  July  15), 
casino  companies  will  inevitably  con- 
solidate. To  assure  that  it  is  among  the 
eaters  rather  than  the  eaten,  Hilton 
needs  more  revenues  and  growth 
prospects.  Larger  companies  can  cut 
costs,  prop  up  margins  and  outcom- 
pete  the  littler  guys. 

"One  of  my  first  priorities,"  Bol- 
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Precision  timing  -  even  if 

you're  not  flying  around  the  world. 

The  Mark  XII  pilot's  watch  Ref.  3241 
suggested  retail  price  $3,500 
stainless  steel  bracelet  $4,500 
18-karat  gold  $8,995 


IWC 


For  complete  catalog  please  call  (800)  432-9330 


lenbach  tells  FORBES,  "was  making 
sure  that  Hilton  was  a  winner  in  the 
gaming  industry  consolidation." 

Hilton,  with  Bally,  will  be  the 
largest  casino  operator  in  the  world, 
with  combined  gambling  revenues  in 
1995  of  $2  billion.  Hilton  has  lots  of 
opportunities  to  wring  out  costs.  One 
example:  refinancing  Bally's  $1  bil- 
lion in  debt.  With  Hilton's  invest- 
ment-grade rating,  a  refinancing 
should  cut  interest  costs  by  over  $30 
million  a  year.  Consolidating  the  two 
companies  should  bring  other  sav- 
ings. Example:  Rally's  has  its 
own  laundry  facility,  unlike 
Hilton.  Combining  the  wash 
of  all  of  Hilton's  properties 
will  save  $3  million  a  year. 

Hilton  earned  $173  mil- 
lion in  1995,  with  cash  flow 
(earnings  before  interest, 
taxes  and  depreciation)  of 
$541  million.  Bally  earned 
$140  million,  with  $273 
million  in  cash  flow.  That's 
over  $800  million  a  year — 
around  $12  a  share. 

Bollenbach  is  quick  to 
admit  that  he  is  not  very 
familiar  with  the  gambling 
business.  Bally  Chairman 
Arthur  Goldberg  will  proba- 
bly run  the  gambling  opera- 
tions; he  currently  heads  the 
transition  team  that  is 
putting  the  Bally  and  Hilton 
operations  together. 

Goldberg  is  brimming 
with  ideas  for  the  combined  H 
company.  Some  of  them  are 
long-term  projects,  like  extending  the 
monorail  that  now  runs  between  the 
mgm  Grand  and  the  Bally  to  include 
the  Las  Vegas  Hilton.  "The  Las  Vegas 
Hilton  is  too  far  off  the  strip — it's  a 
$10  cab  ride — and  does  not  make 
nearly  the  money  it  could,"  Goldberg 
says.  "But  if  it's  only  a  four-minute 
ride  on  the  monorail,  that  could  be 
really  big." 

Perhaps  best  of  all,  the  arrival  at 
Hilton  of  Bollenbach  and  Goldberg 
finally  puts  to  rest  the  uncertainty 
about  the  future  that  has  long  hung 
over  the  company,  sapping  employee 
morale.  Barron  Hilton,  the  68-year- 
old  son  of  founder  Conrad  Hilton, 
controls  a  third  of  the  company  and 
has  put  it  up  for  sale  repeatedly.  After 
President  John  Giovenco  left  in 


1993,  Hilton  hired  Reno,  Nev. 
lawyer  Raymond  Avansino.  Avansino 
sparked  a  management  revolt,  culmi- 
nating in  a  complaint  by  disgruntled 
managers  to  the  company's  board. 
He  left  late  last  year.  Barron  Hilton 
also  made  tentative  moves  toward 
splitting  the  gambling  from  the  hotel 
operations,  causing  further  disrup- 
tion. "It's  taken  a  little  effort  to  get 
the  gambling  and  hotel  teams  work- 
ing together  again,"  Bollenbach  says. 

With  Bollenbach  on  the  scene 
there  is  no  more  talk  of  splitting  the 


makes 
hotel 


Bally's  Las  Vegas 

The  combination  will  offer  the  most  convention  sites 


company.  Gambling  was  only  60%  of 
Hilton's  $1.6  billion  1995  revenues. 
It  also  owns  such  prime  hotels  as 
New  York's  famed  Waldorf-Astoria. 
"Hilton's  brand  name  ranked  in  the 
top  ten,  including  Coca-Cola  and 
Disney,  in  the  world,"  Bollenbach 
notes.  "We  have  to  capitalize  more 
on  that."  He  wants  to  franchise  more 
units  in  the  cheaper  end  of  the  lodg- 
ing market.  Hilton  Garden  Inn,  its 
entry  in  that  segment,  has  only  12 
units,  compared  with  267  Courtyard 
by  Marriott  units. 

Bollenbach  also  wants  to  buy  more 
upscale  hotels.  This  is  a  reversal  of 
the  strategy  used  at  Marriott  in  the 
early  1980s  when  he  was  treasurer 
there.  Marriott  pioneered  selling  its 
hotels  to  investment  partnerships  and 


keeping  the  management  contract. 
"That  was  the  right  strategy  for  that 
time,"  asserts  Bollenbach.  "Owner- 
ship is  the  right  one  for  now."  Why? 
Because  in  the  early  1980s  there  was 
lots  of  money  clamoring  to  own 
hotels.  The  1990-91  recession,  when 
the  hotel  industry  as  a  whole  lost  $8 
billion,  changed  that.  But  Bollenbach 
is  not  talking  about  building  new 
luxury  hotels.  He  is  talking  about 
buying  existing  ones.  "Nobody 
money  building  a  luxury 
says  Bollenbach.  "But  the 
second  or  third  owner  may 
make  some  good  money." 

With  little  new  building, 
existing  hotels  have  rising 
occupancy  rates  and  can 
raise  prices.  "It's  like  the  air- 
line industry,"  explains  Bol- 
lenbach. "We  don't  really 
raise  rates,  we  just  stop 
discounting." 

Ladbroke  Group,  Pic,  the 
British  bookmaker,  with  $5.9 
billion  in  revenues,  owns  the 
Hilton  name  internationally. 
(The  U.S.  company  uses  the 
name  Conrad  International 
abroad. )  Bollenbach  is  nego- 
tiating to  do  a  deal  with  Lad- 
broke.  A  simple  joint  venture 
in  marketing  the  hotels 
would  save  about  $25  mil- 
lion for  each  company,  esti- 
mates Simon  Johnson  of  Bar- 
clays de  Zoete  Wedd. 

Is  a  merger  with  Ladbroke 
in  the  cards?  It  would  be 
expensive — say  $5.5  billion, 
including  debt — but  with  that  $800 
million  in  cash  flow,  plus  perhaps 
another  $450  million  from  Ladbroke, 
Hilton  could  afford  to  borrow  a  good 
part  of  the  cost.  Hilton  has  little  inter- 
est in  the  British  betting  parlors,  so 
these  could  be  sold  off  for  as  much  as 
$1.5  billion.  Nor  does  Bollenbach 
have  to  do  an  all-cash  deal.  A  Lad- 
broke acquisition  would  bring  back 
the  Hilton  name  worldwide. 

Barron  Hilton  has  made  it  pretty 
clear  that  Stephen  Bollenbach  is 
going  to  be  the  man  in  charge  from 
here  on  out — why  else  would  Bollen- 
bach have  left  Disney?  And  you've 
only  to  look  at  how  quickly  Bollen- 
bach has  moved,  to  realize  that 
Hilton  is  going  to  make  lots  of  news 
in  the  next  few  vears. 
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r  "Every  big  company 

starts  small." 


The  Berger  Small  Company 
Growth  Fund 

AVERAGE  ANNUAL  TOTAL  RETURN  AS  OF  6/30/96* 

51.0% 

One  Year 

28.6* 

Since  Inception  (12/30/93) 

Fortune  500®  companies 
don't  start  as  multimillion- 
dollar  mega-corporations. 
They  begin  small,  but 
work  hard  to  eventually 
become  great  success 
stories.  Identifying  such  companies  using  hindsight  is  easy; 
finding  them  ahead  of  time  is  harder — and  a  lot  riskier. 

Enter  the  no-load  Berger  Small  Company  Growth  Fund. 

Our  goal:  Seek  out  the  Fortune  500  companies  of  tomorrow. 
While  our  performance  numbers  don't  guarantee  future  results, 
they  do  show  that,  in  the  past,  we've  discovered  some  diamonds 
in  the  rough. 

We're  looking  to  invest  in  some  of  Americas  fastest  growing 
companies.  After  all,  just  because  you  start  small  doesn't  mean 
you  have  to  stay  small. 

To  learn  more,  please  call 
1*800-3334001,  Dept.  A246. 

We'll  send  a  prospectus  with  more  information  including  management  fees,  charges  and 
expenses.  Read  it  carefully  before  investing. 


| One  Source  | 


1-800-5-NO-LOAD 


'  Performance  figures  cited  are  historical  and  include  changes  in  share  price  and  reinvestment  of  dividends  and  capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
Source:  Upper  Analytical  Services,  Inc. 

Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides  record  keeping  and  shareholder  services  for  shares  purchased  through  its  Mutual  Fund  OneSource. 


\ 


©  1996  Berger  Associates,  Inc. 


F0RA246 


/ 


MTJJIfc 


EDITED  DY  JOSHDA  LEVINE 


Now  why  didn't  I  think  of  that? 
Because  you're  not  Tomima  Edmark. 

Putting  a  little 
tingle 

in  vow  lasses 


Tomima  Edmark  is  an  inventor.  Her 
inventions  won't  change  the  world, 
but  they  are  making  her  rich.  It 
started  with  TopsyTail,  a  cheap  plastic 
thingy  used  for  styling  women's  pony- 
tails.  In  the  past  six  years,  Americans 
bought  $100  million  worth  of  Topsy- 
Tail products.  The  ponytail 
inverters  sell  at  a  current  $5 
(retail),  but  were  once  as 
high  as  $15  each.  That's 
made  Edmark  rich  enough 
to  fend  off  imitators  by 
hiring  a  battery  of  lawyers — 
her  biggest  expense.  But 
even  if  you  keep  Joe  Jamail 
on  full-time  retainer,  "it 
[TopsyTail]  has  been 
incredibly  profitable,"  she 
brags. 

No  shy  violet,  Edmark 
has  turned  herself  into  a 
kind  of  one-woman  rooting 
section  for  would-be  do-it- 
yourself  entrepreneurs. 
"After  all,"  Edmark  points 
out,  "the  Pilgrims  didn't 
come  over  to  America  and 
say,  'Hey,  I  want  to  work 
for  a  big  corporation.'  "  In 
this  spirit  she  has  written 
eight  slim  pamphlets  and  a 
resource  guide  containing 
her  accumulated  wisdom  on  HB 
starting  a  business.  A  financ- 
ing tip:  "You  should  be  very  careful 
about  how  you  approach  a  relative  or 
friend."  A  mere  $49.95  gets  you  the 
A  merican  Dream  Fact  Pack.  She  has 
also  written  a  book  on  kissing,  pub- 
lished by  Simon  &  Schuster. 

More  on  kissing  later.  Edmark  has 
set  her  sights  higher  than  just  books. 
"The  money  I  make  off  my  books 
could  feed  a  large  family,  but  it  just 
doesn't  feed  wt,"  she  says.  So  she's 


aiming  at  finding  a  few  more  Topsy- 
Tails.  "I  want  to  do  this  a  couple  more 
times,"  says  Edmark.  "It's  a  personal 
goal  to  prove  I  wasn't  just  lucky." 

She  next  came  up  with  a  set  of  six 
plastic  rings  that,  when  threaded  with 
a  scarf,  become  a  hair  bow.  "I  thought 


TopsyTail  inventor  Tomima  Edmark  and  her  husband,  Stephen  Polley 
"It's  a  personal  goal  to  prove  I  wasn't  just  lucky." 


this  would  be  bigger  than  Topsy,  but 
I  didn't  realize  that  women  had  quit 
wearing  hair  bows." 

So  she's  trotting  out  two  more 
products.  Edmark  was  cruising  the 
Seychelles  in  1994,  wearing  a  banana- 
husk  hat  she  had  bought  in  die  port  of 
Mahe  to  protect  her  skin  from  the  sun. 
The  hat,  Edmark  admits,  was  hideous. 
But  when  her  shipmates  kept  asking 
where  they  could  buy  one,  it  got  her 


thinking  seriously. 

Edmark's  "Halo"  hat,  coming  this 
winter,  neatly  sidesteps  the  two  basic 
millinery  problems:  hot  head  and  hat 
hair.  The  Halo  has  a  series  of  grom- 
mets  for  ventilation  and  a  set  of  eight 
"fingers"  set  inside  an  oversized  crown 
that  holds  the  hat  on  the  head  without 
shmushing  up  your  hair. 

Oh— and  it  folds  up.  Just  $29.95. 
"This  is  not  a  chapeau,"  she  con- 
cedes. Given  that  the  hats  will  proba- 
bly cost  less  than  $7  each  to  make, 
that  would  allow  for  a  very  fat  profit. 

Edmark  figures  if  the  hat  doesn't 
grab  you,  the  kissing  machine  will. 
The  what?  The  kissing  machine. 
Before  she  got  married  a  year  and  a 
half  ago,  Tomima  was  dating  this  guy. 
A  really  fun  guy.  "He  would  call  me 
up  in  the  middle  of  the  night  and  say, 
'Hey,  a  couple  of  friends  and  I  are 
going  to  jump  off  this  sky- 
scraper with  parachutes, 
wanna  watch?'  "  There's 
only  so  many  dates  like  that 
any  woman  can  take,  but 
before  love  fled,  the  fun 
boyfriend  told  Tomima  that 
people  can  hold  wires 
attached  to  a  transformer  and 
stereo  speakers  and,  when 
they  complete  die  circuit  by 
touching,  a  low-level  tingle 
will  pulse  through  them  to 
die  beat  of  the  music. 

The  old  Tomima  light- 
bulb  went  off.  Could  touch- 
ing be  kissing? 

The  Kissing  Machine — 
patent  pending — does  the 
tingle  thing  with  fancier 
packaging.  The  9-volt  charge 
is  so  low,  says  Edmark,  it 
does  not  require  UL  approval 
for  safety.  Look  for  it  in  a  few 
months,  priced  at  around 
$49.95.  We  know  what 
you're  thinking,  but  this 
is  strictly  good  clean  fun. 
"I'm  only  going  to  market  it  from 
the  neck  up,"  says  Edmark. 

Go  ahead,  call  her  a  crackpot.  Heidi 
Soellner  of  Federated  Department 
Stores  wouldn't.  "Just  based  on  Top- 
syTail, stores  will  want  to  know  any- 
thing she's  got  coming  up,"  she  says. 

Does  the  world  want  a  kissing 
machine?  As  Edmark  sits  across  from 
you,  beaming  and  bubbling,  you  find 
yourself  starting  to  believe.  -J.L.  ■■ 
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For  those  of  you  who  really  like  to  do     also  recently  named  "Best  Overall 
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•n  the  Feb-  1 996  N.A.D.A.  Official  Used  Car  Guide*  Central  Edition. 

FgmI 

lSt|.&  /pp6  QM  Corp.  All  rights  reserved.  Ruckle  Up,  America! 


your  homework  before  buying  a  car, 
here's  some  informative,  and  perhaps 


Vehicle  in  Total  Value"  by  Strategic 
Vision,  Inc.  And  therefore,  is  now  one 


surprising,  news.  The  NAD.  A.  Official     of  the  smartest  automotive  investments 


Used  Car  Guide"  shows  the  Aurora  is 
a  leader  in  value  retention  in  its  class- 
right  up  there  with  Lexus,  BMW  and 
AAercedes.  A  point  that  becomes  less 
startling  when  you  learn  Aurora  was 


you  can  make.  All  things  considered, 
can  you  blame  our  classmates  for 
feeling  a  little  jealous? 

Demand  better.  Aurora  by  Oldsmobile. 


Slralcgic  Vision's"  /yp5  Vehicle  Experience  Study  is  bused  cm  a  lolal  of 31,44c]  new  vehicle  huycr  responses 
indicating  owners '  positive  and  negative  experiences  during  the  jirst  yo  days  of  ownership. 


PEOPLE  ON  m  FAST  TRACK 


EDITED  BY  NANCY  ROTENIER 


The  closet  CEO? 

Who's  really  running 
Baxter  International,  the 
$9.7  billion  medical 
device  firm?  Vernon 
Loucks  has  the  title,  but 
the  chief  financial  officer, 
Harry  Kraemer,  41,  is 
doing  most  of  the  heavy 
lifting  these  days.  Until 
Kraemer  took  the  post  in 
1993,  Deerfield,  111. -based 
Baxter  threw  off  only 
$200  million  in  cash  flow 
annually  and  was  plagued 
by  low-margin  American 
Hospital  Supply,  acquired 
in  1985. 

Kraemer  told  top  man- 
agers to  squeeze  every 
cost  they  could.  They  did, 
and  Baxter's  cash  flow 
increased  to  $587  million 
in  1995;  Baxter  stock 
more  than  doubled, 
to  48. 

With  the  announced 
spinoff  of  Allegiance — a 
dumpster  for  most  of 
American  Hospital's 
assets — Kraemer  sees 
Baxter's  sales  growing  by 
15%  a  year,  mainly  from 
international  sales — now 
30%  of  revenues— and 


Baxter's  Harry  Kraemer 
Who's  the  boss? 


promising  new  products 
like  a  blood  substitute  and 
artificial  heart  valves. 

Hardly  shy  about  his 
abilities,  Kraemer  boasts: 
"I  could've  been  a  brain 
surgeon.  I  could've  been  a 
math  Ph.D.  I  went  into 
business.  None  of  this  is 
that  complicated." 

Don't  be  surprised  if  he 
officially  takes  the  top 
spot  someday  soon. 


Gone  Hollywood 

Last  year  Bear,  Stearns'  Michael  Yagemann  helped 
propel  his  entertainment  banking  group  to  number  one 
from  number  nine.  Working  on  megamergers  like 
Disney/ABC  and  Time  Warner/Turner,  he  captured  39% 
of  the  market  with  deals  worth  $36.5  billion. 

The  pace  of  big  deals  may  wane,  and  market  volatility 
will  make  stock  swap  deals  more  difficult  and  slow  the 
IPO  market.  But  Yagemann  isn't  worried:  "We  need  to 
do  more  middle-market  transactions,  which  are  more 
plentiful  and  pay  the  bills." 

An  entertainment  lawyer,  Yagemann,  40,  jumped  to 
client  Bear,  Stearns  in  1990.  A  big  career  boost  was  rep- 
resenting Microsoft  cofounder  Paul  Allen  in  his  America 
Online,  Ticketmaster  and  DreamWorks  investments. 
"When  I  started  with  Paul,"  he  says,  "it  gave  me  more  of 
a  profile  within  the  company." 

Now  a  senior  managing  director,  he  just  took  Planet 
Hollywood  public  and  sold  Disney's  TV  station  KCAL. 
And  he's  shopping  Viacom's  Spelling  Entertainment. 


Michael  Yagemann 
of  Bear,  Stearns 
A  helping  hand 
from  Paul  Allen. 


Bureaucracy  buster 


George  Newstrom,  EDS'  government  services  chief 

His  platform:  make  government  a  kinder,  gentler  place. 


A  big  beneficiary  of  Electronic  Data  Systems'  June 
spinoff  from  General  Motors  may  be  George  Newstrom, 
head  of  its  government  services  division.  Sources  say  he's 
in  line  to  become  chief  executive  of  the  $12.4  billion 
firm,  rather  than  just  a  division  head. 

In  1992  Newstrom,  a  22-year  EDS  veteran,  took  over 
the  $1.5  billion  group  that  provides  systems  integration, 
outsourcing  and  consulting  to  federal,  state  and  local 
governments.  It's  been  EDS'  fastest-growing  unit,  up 
32%  over  the  past  two  years.  Recent  assignments: 
helping  Chicago  collect  on  parking  tickets  through 
handheld  computers  for  patrolmen  and  processing 
Medicaid  claims. 

Future  growth  will  come  from  overseas — especially  Sin- 
gapore and  Malaysia.  The  firm  will  also  profit  from  devel- 
oping new  technology  to  help  government  computers  dis- 
tinguish between  dates  in  the  20th  and  21st  centuries. 

Newstrom's  real  dream:  technology  that  will  allow  you 
to  access  government  services  24  hours  a  day.  He  thinks 
people  should  be  able  to  get  a  driver's  license  or  pay  proper- 
ty taxes  when  they  want.  Says  he:  "When  citizens  deal  with 
government,  they  ought  to  enjoy  it."  Big  challenge.  ■■ 
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The  Civilizing  Influence 
of  the  Investment  Advisor 

Smart  investors  know  that  their  worst  enemies  are  their  own  primitive  urges.  Fear  of  loss.  Hunger  for 
large  profit.  That's  why  smart  investors  go  to  investment  advisors,  experienced  professionals  who  can 
exert  a  steadying  influence  over  time. 

The  advisor  helps  you  see  your  situation  clearly,  without  false  hopes  or  fears.  He  or  she  will  fully 
explore  the  subject  of  risk  and  keep  you  focused  on  solid,  steady  performance  over  time-  as  opposed  to 
chasing  the  fast  buck.  And  that's  why  so  many  investment  advisors  recommend  Kemper  Funds. 

In  our  46  years  in  the  mutual  funds  business,  Kemper  has  sought  to  gain  the  respect  of  those  advisors 
who  believe  that  wealth-building  is  best  achieved  through  consistent  performance  over  time.  Our  funds 
are  available  only  through  investment  advisors. 

If  you'd  like  to  find  out  more  about  Kemper  Funds  and  the  smart  people  who  recommend  them, 
call  us  at  1-800-KEMPER-l  ext.  874.  It's  the  civilized  thing  to  do. 

HIT 

m,  KEMPER  FUNDS 

For  a  prospectus  on  any  Kemper  Fund  containing  more  information  including  management  fees  and  expenses,  contact  Kemper  at  the  number  above. 
Investors  should  carefully  read  the  prospectus  before  investing  or  sending  money.  ©1 996  Kemper  Distributors,  Inc.  1015830 

http://www.kemper.com 


Most  successful  companies  go  public.  Pamela 
Lopker  keeps  QAD  private.  That  way  there's  no  need 
to  worry  about  quarterly  earnings  when  important  . 
decisions  loom. 

Object  lesson 


By  Jeffrey  Young 

Pamela  M.  Lopker  built  qad  into 
an  immensely  successful  vendor  of 
software  for  manufacturing  compa- 
nies. The  entrepreneur,  42,  and 
mother  of  two  had  figured  out  how 
to  integrate  little  pieces  of  software 
into  big  pieces. 

But  in  1992  the  Carpinteria,  Calif, 
company  was  at  a  crossroads. 
Lopker's  customers  were  telling  her 


that  they  wanted  more  flexibility  and 
ease  of  use.  To  give  them  what  they 
wanted,  she  was  going  to  have  to 
break  the  software  into  little  pieces 
again.  It  was  one  of  those  moments 
when  continued  success  or  failure 
hung  in  the  balance. 

qad  started  out  in  1979  with  a 
project  done  under  contract  for  a 
shoemaker.  Just  keep  track  of  our 


sales  orders.  And  while  you're  at  it, 
do  our  accounting,  help  us  ship  and 
follow  our  leather  inventory. 

qad's  software  kept  getting  more 
expansive,  moving  from  accounting 
for  factories  into  materials  planning 
and  inventory  management,  from 
inventory  into  forecasting  and  even 
cash  management.  The  result  is  a 
seamless  gestalt  that  makes  life  easy 
for  the  factory  manager.  The  appeal 
of  qad's  software — which  costs  up 
to  $250,000  per  site — is  that  it  is  a 
unified  whole.  Philips  Electronics, 
Unilever,  Ford  Emerging  Markets 
and  hundreds  of  other  firms  use  it  to 
run  3,000  factories. 

And  now  the  world  was  going  the 
other  way.  "Object-oriented  pro- 
gramming" was  on  every  data  pro- 
cessing manager's  lips.  In  this  style 
of  programming,  large  programs  are 
divided  into  subtasks  that  can  be 
combined  and  recombined  to  pro- 
duce new  programs. 


Pamela  Lopker, 
president  and 
majority  owner 
of  QAD 

Buy  an  open, 
modular  system 
like  QAD's,  she 
says.  If  you 
don't?  "It's  like 
putting  your 
feet  into  a  box 
and  then  pouring 
cement  over 
them." 
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What's  an  OOP? 


Traditionally,  programmers  had  to  know  the  innards  of  their  system 
in  order  to  tell  each  part  how  to  fetch  data  from  the  others.  Object-oriented 
programming  is  supposed  to  be  easier:  Objects  find  their  own  way  around 
because  they  contain  both  the  instructions  needed  to  handle  their  jobs 
and  a  map  of  the  appropriate  data  sources. 


Closely  related  to  the  push  for 
"objects"  are  two  other  movements 
in  data  processing:  from  closed  sys- 
tems to  open  systems,  and  from 
mainframes  to  client-server  systems. 
In  all  three  cases,  you  dismantle  a 
rigid,  monolithic  whole  and  replace 
it  with  modular  components,  much 
the  way  component  stereos  displaced 
the  old  Victrola.  That  makes  it  easier 
to  update  your  hardware  or  software. 
It  also  makes  it  easier  to  get  compet- 
ing bids  when  you  want  to  upgrade. 

Lopker's  and  qad's  dilemma: 
Jump  on  the  object  bandwagon,  or 
stick  with  a  product  that  had  given 
13  years  of  success?  She  made  a 
tough  decision. 

"We're  betting  on  objects,"  sighs 
Lopker.  At  great  expense.  She  has  40 
programmers  busy  rewriting  half  a 
million  lines  of  code  to  make  it 
object-oriented,  qad's  software  will 
then  be  able  to  make  full  use  of  the 
object-oriented  flavor  of  the  new 
Windows  NT  4.0  operating  system, 
which  will  be  available  to  the  public 
by  September. 

"Other  operating  systems  also 
support  objects,"  Lopker  notes, 
"but  Windows  NT  takes  better 
advantage  of  the  computing  power 
that's  distributed  throughout  an 
enterprise."  That,  together  with 


Microsoft's  marketing  muscle, 
makes  this  a  bandwagon  to  jump  on. 

Lopker  made  her  move  from  a 
position  of  strength.  She  cofounded 
the  firm,  bought  out  two  of  her  part- 
ners 15  years  ago  and  today  owns 
almost  all  the  stock.  She  doesn't 
have  to  answer  to  Wall  Street,  so  it 
doesn't  matter  what  a  massive  pro- 
gramming project  does  to  next  quar- 
ter's earnings.  Revenues  roll  in: 
$115  million  last  year,  up  39%  from 
the  previous  year  and  more  than  a 
hundredfold  from  a  decade  ago.  We 
don't  know  what  this  company's 
shares  would  fetch  on  Wall  Street, 
but  it's  a  fair  guess  that  Lopker  is 
close  to  being  a  billionaire. 

How  did  she  get  here?  Like  Bill 
Gates  she  was  first  a  programmer, 
but  is  also  a  business  manager.  She 
took  a  degree  in  math  and  econom- 
ics from  the  University  of  California 
at  Santa  Barbara  and  then  a  job  pro- 
gramming radar  detection  systems 
for  a  defense  contractor.  Then  came 
the  contract  programming  work  and 
the  job  for  the  shoe  company.  She 
married  an  executive  there,  then 
hired  him  as  a  vice  president  of  busi- 
ness development. 

Karl  Lopker's  contribution:  Don't 
talk  programs,  talk  the  customer's 
business.  This  means  getting  to 


know  the  customer's  business  inside 
and  out.  That  is,  QAD  gets  to  know 
auto  assembly  plants,  factories  that 
package  consumer  goods,  factories 
that  make  electronic  or  medical 
products  and  so  on.  In  designing  an 
installation,  says  Pamela  Lopker,  the 
objective  is  the  same:  "We  look  like 
we  come  from  that  industry."  One 
way  to  do  that  is  to  talk  plain 
English.  While  she  considers  herself 
a  techie — "in  the  early  days  I  wrote 
most  of  the  code,"  she  says — she 
roots  out  engineering  jargon  from 
her  firm's  sales  materials. 

"Object-oriented"  sounds  like  jar- 
gon. How  do  you  sell  that  to  some- 
one running  a  soup  factory? 

To  see  what's  going  on  it  helps  to 
understand  what  an  object  is  in  the 
technical  sense.  To  a  programmer 
it's  a  modular  piece  of  software  that 
can  be  used  and  reused  in  different 
master  programs.  If  you  need  code 
to  display  a  pie  chart  of  expendi- 
tures, you  don't  bury  that  in  a  mas- 
sive program  that  handles  general 
ledger  accounting.  Instead  you  seg- 
regate the  code  for  displaying  a  chart 
and  put  it  aside  for  use  in  lots  of  pro- 
grams— general  ledger,  materials 
handling,  whatever. 

So  far  we  have  nothing  really  rev- 
olutionary. After  all,  modularity  goes 
back  at  least  to  the  concept  of  sub- 
routines in  the  Fortran  program- 
ming language,  which  IBM  invented 
in  1954.  What  makes  today's  objects 
differ  from  the  subroutines  of  yore  is 
that  objects  are  more  user-friendly. 
Specifically,  they  are  more  adaptable, 
and  more  self- aware  (see  diagram). 
Throw  budget  dollars  at  it  this  week, 
square  yards  of  leather  the  next,  the 
pie  chart  routine  will  give  you  what 
you  want. 

Now  here's  what  an  object  might 
mean  to  a  QAD  customer.  Little 
objects  will  be  assembled  into  big 
objects,  and  those  big  objects  will 
define  the  customer's  business.  He 
won't  see  objects  like  "standard 
deviation"  or  "CRT  display."  He  will 
see  objects  like  "inventory"  and 
"sales  order." 

Part  of  the  sales  pitch  will  be  that 
customers  can  mix  and  match 
objects  from  different  software  ven- 
dors; they  won't  be  tied  to  QAD. 
They  especially  won't  be  tied  to 
qad's  competitor,  sap. 
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THE  SOFTWARE  HORIZON 


Dirty  bits, 
naughty  bytes 


BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is 
a  strategist  with 
Americom  Corp.  in 
San  Francisco. 
His  novel,  Vertical 
Run,  is  currently  on 
the  New  York  Times 
paperback 
bestseller  list. 


I  HAVE  no  OBJECTION  to  pictures  of  naked 
ladies.  I  have  even  peeked  at  those  racy  photos 
of  Demi  Moore  floating  around  the  Internet 
(don't  write  asking  me  how  to  find  them). 
While  I  think  child  pornographers  and  similar 
predators  should  be  locked  up  for  the  natural 
terms  of  their  beastly  existences,  in  most  cases 
censorship  is  exceptionally  poor  practice. 

Sex  is  integral  to  the  human  experience; 
indeed,  without  it  there  would  be  no  human 
experience.  As  such  it  is  a  fair  topic  for  art,  lit- 
erature and,  yes,  computer  software.  For  this 
reason,  I  watch  the  current  hysteria  over  net- 
work smut  with  puzzlement.  Every  new  com- 
munications technology  spawns  a  new  market 
opportunity  for  pornographers.  Smutty  books 
have  been  around  just  about  as  long  as  the 
printing  press.  No  sooner  did  Edison  invent 
the  cinema  than  dirty  movies  were  born.  The 
telephone  gave  us  976-  and  900-numbers.  X- 
rated  material  remains  a  mainstay  of  the 
videotape  industry  and  one  of  the  reasons 
people  pay  for  cable  television. 

I'm  willing  to  bet  that  a  hundred  thousand 
years  ago  bluenosed  Neanderthal  militants 

You  can  set  up  your  Internet  browser 
or  configure  your  on-line  service  so 
that  it  won't  access  files  containing 
"sex"  or  "nudity."  But  then  your 
teenagers  could  search  for  files  with 
the  words  "sexe"  or  "nudite." 


went  picketing  around  the  campfires  demand- 
ing controls  on  cave  entrances,  the  better  to 
protect  their  young  against  salacious  wall 
paintings. 

To  no  avail.  There's  no  stopping  the  stuff. 
It  appeals  to  the  most  fundamental  human 
appetites. 

There  are  a  few  things  you  can  try  if  the 
stuff  offends  you.  Most  network  access  soft- 
ware now  comes  with  filtering  options.  You 
can  set  up  your  Internet  browser  or  configure 
your  on-line  service  so  that  it  won't  access 
files  containing  words  like  "sex,"  "nudity" 
and  so  forth.  But  that  trick  won't  work  long. 
All  your  teenagers  (or  the  guys  in  the  ware- 
house) have  to  do  is  start  searching  for  files 


with  the  words  "sexe"  or  "nudite."  And  if  you 
lock  French-language  words  out,  they'll  use 
Danish,  Swedish,  German,  Urdu.  The  oppor- 
tunities are  endless;  likewise  the  human 
vocabulary. 

Alternatively,  as  is  the  present  case  in  this 
and  other  nations,  you  might  lobby  to  legis- 
late compu-porn  out  of  existence. 

Good  luck.  It's  impossible. 

No  technology  can  regulate  the  prolifera- 
tion of  data  over  the  Internet.  It's  too  big,  it 
changes  too  fast,  and  there  are  too  many  back 
alleys  and  hidey-holes  in  it.  Even  if,  as  the 
Germans,  Chinese  and  Singaporeans  are 
doing,  you  shut  down  those  connections  to 
services  the  local  prudes  and/or  commissars 
find  offensive,  the  citizenry  can  use  interna- 
tional phone  lines  to  hook  themselves  to 
censor-free  foreign  computers.  It  may  cost  a 
bit  more,  but  lust  knows  no  bounds  nor 
boundaries. 

Has  this  self-evident  truth  prevented  Con- 
gress (which  surely  has  better  things  to  do 
with  its  time)  from  crafting  a  law  that  doesn't 
have  a  snowball's  chance  of  surviving  a  consti- 
tutional challenge?  Of  course  not.  Nor  has  it 
prevented  Janet  Reno's  Department  of  Justice 
from  diverting  legal  staff  from  the  prosecution 
of  real  criminals  to  arguing  in  the  courts  that 
electronic  pinups  will  be  the  ruination  of  soci- 
ety and  E-mailed  dirty  jokes  threaten  the 
fabric  of  the  American  family. 

It  goes  without  saying  that  computer  smut 
has  no  place  in  the  office,  but  you  don't  need 
laws  to  keep  it  out.  If  you  are  a  manager,  you 
can  stop  employees  from  wasting  their  time 
and  your  company's  money  tittering  at  the 
latest  Playmate  of  the  Month.  It's  easy.  All 
network  browsing  software  logs  usage;  that  is, 
it  records  the  URLs  (universal  resource  locator) 
visited  during  the  past  few  days.  So  if  you 
want  to  check  to  see  if  the  gang  in  the  back 
room  has  been  using  the  Internet  to  talk  to 
the  customers  or  to  ogle  the  charms  of 
Branch,  Goldie  and  Pam,  all  you  have  to  do  is 
check  the  URL  log. 

If  your  computers  are  hooked  to  a  local 
area  network,  then  your  network  administra- 
tor probably  can  do  the  detective  work  on- 
line as  part  of  his  regular  housekeeping 
chores.  Just  let  it  be  known  that  URLs  are 
logged,  and  your  company's  productivity  will 
instantly  increase  and  your  phone  bills  will 
go  down. 
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IF  YOU'RE  ONLINE 

visit  our  site. 

IF  YOU'RE  A  SHAREHOLDER 

visit  your  portfolio. 


Now  you'll  find  America's  largest  pure, 
no-load  mutual  fund  company  ready  to  help 
you  on  your  desktop  any  day,  any  time 
through  America 
Online. 

Vanguard 
Online 


And  if  you're  a  Vanguard  shareholder, 
you  can  use  our  new  Account  Access 
feature  on  AOL  to  check  your  balances 
and  fund 


Welcome  to  Uanguard  Online 


C3  Uanguard's  Shareholder  Newslet 
D  Bogle  Named  Fund  Leader  Of  199' 
D  First  QuaKer  1996  Market  Reu 
D  Tax  Topic:  Municipal  Bond  Inue: 
S3  Meet  Uanguard  Brokerage  Seru i ci 


Our  AOL  site 
offers  a  world  of 
help  and  informa 
tion.  From  basic 
investment 
education  and 
planning  tools  to 
the  latest  prices  and  yields.  You  can  even  use 
our  on-screen  tools  to  plan  your  investments. 


f  ^ 


Vanguard 
Boards 


Vanguard 


Quick 
Reftrenc 


E-mail 
Vanguard 


Keyvord  Vanguard 


MUTUAL  FUND  CAMPUS 
Lean  about  the  Vanguard 
family  of  mutual  funds 


PLANNING  a  STRATEGY 
Develop  a  course  to  meet 
your  investment  goals 


ACCOUNT  ACCESS 
View  Your  Vanguard  Fund 
Account  Balances  AniMore 
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INSIGHTS 


This  generic  is  a  buy 


BY  MICHAEL  GIANTURCO 
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Princeton  Portfolios, 
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management  firm 
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When  they  throw  out  the  bathwater,  it's 
the  logical  time  to  check  around  for  babies. 
Recently,  analysts  have  broadly  downgraded 
manufacturers  of  generic  drugs.  Along  with 
the  bathwater,  they  tossed  out  this  baby: 
Watson  Pharmaceutical,  a  Corona,  Calif,  firm 
with  an  excellent  record  in  both  generic  and 
branded  drugs. 

The  generic  drug  stocks  have  been  ticking 
down  all  year,  in  many  cases  with  good  reason. 
Between  the  turn  of  the  year  and  July  16, 
Mylan  Laboratories  lost  40%;  Teva  Pharma- 
ceutical, 34%;  and  Ivax,  55%.  Ivax  suffered  a 
37%  crash  in  a  single  day,  June  27,  when  it 
warned  the  market  that  its  earnings  for  the 
quarter  ended  June  30  would  probably  come 
in  between  6  cents  and  8  cents  per  share, 
down  from  30  cents  in  the  first  quarter.  Mylan 
reported  a  profit  of  12  cents  a  share  in  the 
June  quarter,  down  from  28  cents  a  year  ago. 

After  the  Ivax  debacle,  most  analysts  quit 
talking  about  "buying  opportunities"  and 
started  downgrading  the  whole  group.  But 
what  about  Watson  Pharmaceutical?  In  its 
second  quarter  it  netted  $18  million  on  rev- 
enue of  $48  million,  up  from  $13  million  on 
revenue  of  $37  million  a  year  ago.  Earnings 
per  share  were  48  cents,  versus  36  cents. 

The  fact  is,  when  you  have  seen  one  generics 
manufacturer,  you  have  seen  only  one  generics 
manufacturer.  Each  of  these  companies  has  a 
unique  portfolio  of  drugs.  Picking  a  portfolio 
of  generic  drug  products  to  manufacture  is  a 
little  like  picking  portfolios  of  stocks.  Some 
drug  companies  get  a  hot  hand,  some  do  not. 
These  days  Watson  happens  to  have  a  pretty 
hot  hand. 

Here's  the  thinking  of  Allen  Chao,  who,  at 
50,  has  been  running  Watson  since  he  founded 
it  in  1984:  Once  a  drug  comes  off  patent,  it's 
fair  game  for  all  the  copycat  firms.  That  means 
ferocious  price  competition.  So  Chao  looks  for 
drugs  that  aren't  easy  to  copy.  His  company 
manufactures  seven  antihypertensives,  several 
hormone-based  drugs  (including  estrogen  and 
an  oral  contraceptive),  an  antipsychotic  agent 
and  a  treatment  for  Parkinson's  disease. 

Estrogen  drugs  are  especially  difficult  to 
facture.  Watson  uses  a  separate  manufac- 
turing plant  for  this  purpose.  Other  products 
are  subject  to  more  than  the  usual  dose  of 
govcn  nc  ,  regulation — an  incremental  obsta- 
cle to  competitors.  Example:  Watson's  family 
of  pane  ■     g  drugs  built  around  a  narcotic 


agent,  hydrocordone  bi tartrate.  Anyone  com- 
peting here  must  contend  not  only  with  the 
Food  &  Drug  Administration  but  also  the 
Drug  Enforcement  Administration. 

Another  way  to  raise  the  bar  for  competing 
generics  houses  is  to  sell  an  old  drug  with  a 
novel  drug  delivery  system.  The  fda  demands 
that  new  controlled-release  versions  of  existing 
drugs  get  clinical  trials.  If  it  passes  muster,  the 
drug  gets  a  three-year  period  of  marketing 
exclusivity.  Watson  has  a  50/50  partnership 
with  a  private  Florida  company,  Andrx  Corp., 
with  expertise  in  controlled-release  drug  deliv- 

Strategy  for  a  drug  copycat: 
Pick  drugs  that  are 
hard  to  copy. 


ery  systems.  The  Watson/Andrx  joint  venture 
has  eight  controlled-release  generic  products 
in  development. 

A  merger  last  summer  with  Circa  Pharma- 
ceutical brought  Watson  half-interests  in  two 
successful  drugs.  One  is  Dilacor,  a  controlled- 
release  version  of  the  cardiovascular  drug  dilti- 
azem.  A  single  daily  capsule  of  Dilacor  can 
take  the  place  of  three  or  four  daily  tablets  of 
diltiazem.  Dilacor  exhausted  its  period  of 
market  exclusivity  over  a  year  ago.  But  no 
generic  competition  has  surfaced  yet. 

Circa  also  brought  Watson  Eldepryl,  a  medi- 
cine for  Parkinson's  disease.  Eldepryl  has  no 
patent  protection,  but  it  was  an  orphan  drug 
and  as  such  enjoyed  nine  years  of  freedom 
from  competition.  This  period  has  just  ended, 
which  worries  some  analysts  because  Eldepryl 
contributes  about  22%  of  Watson's  pretax 
earnings.  Dilacor  accounts  for  another  28%. 
Again,  Eldepryl  does  not  yet  have  generic 
competition,  but  competition  is  probably 
inevitable  for  both  Eldepryl  and  Dilacor.  This 
fact  is  hardly  a  secret  on  Wall  Street.  I  believe 
it  is  fully  discounted  in  the  price  of  Watson's 
stock,  which  has  lost  42%  of  its  value  in  the 
first  seven  months  of  this  year. 

Chao  is  broadening  Watson's  geographic 
reach,  another  hedge  against  the  eddies  and 
twists  of  the  domestic  market  for  generic 
drugs.  Chao  has  established  manufacturing 
and  marketing  companies  for  Watson  in  his 
native  China. 

I  would  not  buy  the  generic  drug  group, 
but  I  recommend  Watson  as  an  interesting 
speculation  at  36  or  better.  _ 
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WILLIAM  A. 
FRANKE 

Chairman, 
President  and  Chief 
Executive  Officer 


AMERICA  WEST 

F AIRLINES 
rom  the  beginning,  America 
West  Airlines  has  called  Arizona 
home.  America  West  began 
more  than  1 2  years  ago  with  a 
focus  on  exceptional  customer 
service  and  affordable  air  fares. 
Today,  America  West  is  the  largest 
airline  serving  Phoenix  Sky  Harbor 
International  Airport  and  the 
nation's  ninth-largest  commercial 
airline  overall,  providing  service  to 
more  than  90  destinations  in  the 
United  States,  Mexico  and  Canada. 

America  West  offers  a  unique 
product  in  today's  airline  environ- 
ment. Rather  than  offering  low 
fares  or  full  service,  America  West 
offers  both.  In  addition  to  low  fares, 
passengers  enjoy  assigned  seating, 
First  Class  cabins  on  all  flights,  a 
highly  competitive  frequent  flyer 
program  with  worldwide  awards 
and  complete  interline  services. 
With  more  than  6,000  of  the 
airline's  I  1 ,000  employees  based  in 
Arizona  and  its  headquarters 
located  just  east  of  Phoenix  in 
Tempe,  America  West  is  definitely 
the  hometown  airline. 

America  West  is  currently  in 
the  middle  of  a  two-year  strategic 
growth  plan  that  includes  additional 
nonstop  flights  from  its  Phoenix  hub. 
Already  this  year,  America  West  has 
added  nonstop  service  to  Detroit 
and  San  Antonio  along  with  direct 
service  to  Anchorage,  Alaska. 
Cleveland  and  Miami  will  soon  be 
nonstop  additions  to  the  airline's 
convenient  flight  schedule.  Its  hubs 
in  Las  Vegas  and  Columbus  also 
offer  convenient  connections  to 
cities  throughout  the  country. 

In  addition  to  being  a  convenient 
airline  to  fly,  America  West  has  also 
proven  an  attractive  investment 
opportunity.  America  West  is  one 
of  only  two  airlines  to  post  a  profit 
for  1 4  consecutive  quarters  through 
the  first  half  of  1 996.  America 
West  stock  is  traded  on  the  New 
York  Stock  Exchange  under  the 
symbol  "AWA." 

%  America  Wist  Airlines' 


PHOEN 

THE'  BEST    OF    THE  BEST 


■  f  thoughts  of  Phoenix,  Arizona 
I  conjure  up  images  of  the  Wild 
I  West  and  rugged  desert,  the 

■  Greater  Phoenix  of  today  is  certain 
to  astound  you.  Not  only  does  this 
region  offer  some  of  the  best  business 
opportunities  of  any  location  in  the 
nation,  it  also  is  one  of  the  country's 
most  cosmopolitan  areas.  Signs  of 
progress  are  everywhere,  from  the 
new  $43  million,  state-of-the-art 
Phoenix  Central  Library  to  the  Bank 
One  Ballpark,  currently  under  con- 
struction and  the  future  home  of  the 
country's  newest  professional  baseball 
franchise,  the  Arizona  Diamondbacks. 
Minutes  away,  the  expansion  of  the 
Phoenix  Art  Museum  is  being 
completed  near  the  Heard  Museum, 
the  foremost  authority  on  Native 
American  art  and  culture.  In  all,  438 


arts  organizations,  representing  nearly 
every  type  of  art  form,  enhance  the 
cultural  landscape  here. 

Where  once  the  most  exciting 
eateries  were  cowboy  steak  houses, 
recent  additions  include  the  swanky 
New  York-based  Merc  Bar,  an 
internationally  recognized  four-star 
restaurant,  state-of-the-art  micro- 
breweries  and  trendy  coffeehouses, 
all  within  a  single  block  along  the 
Camelback  Corridor.  Visitors  and 
residents  alike  relax  in  world-famous 
resorts  after  a  day  of  shopping  in 
upscale  Scottsdale.  No  doubt  about 
it,  Greater  Phoenix  offers  the  best 
of  the  best  in  every  way.  Yet,  with  all 
of  its  growth  and  newfound  glamour, 
Greater  Phoenix  has  continued 
to  maintain  its  unique  culture  and 
majestic  natural  beauty. 


Greater  Phoenix  offers  a 
wide  array  of  arts,  cultural 
and  recreational  activities, 
including  The  Phoenix 
Symphony  and  world-class 
auto  racing  at  Phoenix 
International  Raceway. 


MARK 
DEMICHELE 

President  and 
Chief  Executive 
Officer 


APS 

APS  is  a  proud  partner  in  the 
thriving  business  community 
of  Greater  Phoenix.  For 
more  than  a  century,  we've 
provided  energy  to  power  Arizona's 
growth.Today,  APS  is  Arizona's 
principal  electric  energy  supplier  and 
a  leading  provider  of  diversified 
energy  services  to  commercial  and 
industrial  customers. 

Our  commitment  to  the  people 
and  companies  that  operate  in 
Arizona  goes  beyond  providing 
reliable,  competitively  priced  power 
APS  works  with  each  major 
business  segment  as  well  as  individ- 
ual customers  to  provide  innovative 
energy  solutions.  Our  goal  is  to  help 
improve  your  bottom  line  and 
enhance  Arizona's  business  climate. 

In  1 990,  we  began  transforming 
APS  to  excel  in  an  increasingly 
competitive  energy  market  and 
meet  rapid  growth.  With  creative 
marketing  programs  targeted  to 
business  customers,  several  recent 
rate  reductions,  plentiful  energy 
supplies  and  a  corporate  culture 
that  emphasizes  speed,  agility, 
service  and  innovation,  we're  well 
positioned  to  meet  the  energy 
needs  of  growing  and  demanding 
businesses. 

Our  Economic  and  Community 
Development  representatives  are 
available  to  you  at  I  -800-423-0 1 98. 
Their  expertise  can  show  you  what 
Arizona  has  to  offer. 


APS 


Commitment.  Innovation.  Energy. 


Greater  Phoenix  Emerges 
as  a  "SuperRegion" 

1 996  has  been  the  year  to  showcase 
the  area's  unique  spirit  as  the  com- 
munity welcomed  hundreds  of  thou- 
sands of  visitors  and  millions  of  televi- 
sion viewers  in  January.  While  most  of 
the  country  was  covered  with  snow, 
visitors  to  Greater  Phoenix  enjoyed 
perfect  weather  for  Super  Bowl  XXX, 
the  Phoenix  Open  and  the  Fiesta 
Bowl,  the  first-ever  national  college 
football  championship. 

Such  sporting  events  are  only 
natural  in  a  region  where  86%  of 
the  days  are  sunny  and  average 
temperatures  range  from  56  to  85 
degrees.  Professional  sports  teams 
include  the  Phoenix  Suns  NBA 
franchise,  the  Arizona  Cardinals  NFL 
team,  the  Phoenix  Coyotes  NHL 
team  and,  beginning  in  1998,  the 
Arizona  Diamondbacks  baseball 
organization. 

Planning  for  a 
Bright  Future 

From  the  moment  of  arrival  in 
Greater  Phoenix,  there  is  a  sense 
that  this  is  a  different  kind  of  place. 
Although  Phoenix  is  the  seventh- 
largest  city  in  the  country,  it  maintains 
a  small-town  friendliness  and  an  ease 
of  movement. 

Encompassing  9,226  square  miles, 
the  region  is  one  of  the  largest  land 
areas  of  any  major  U.S.  metro  area. 
Greater  Phoenix's  vast  expanse  of 
land  gives  it  an  open  and  uncrowded 
feeling  despite  its  nearly  2.5  million 
residents.  Yet  it  is  easy  to  find  one's 
way  in  this  carefully  planned  commu- 
nity. Even  the  airport  is  well  placed, 
just  ten  minutes  from  the  State 
Capitol  and  core  business  center. 

Phoenix  Sky  Harbor  International 
Airport  is  the  I  Ith-largest  domestic 
and  I7th-largest  international  airport, 
with  over  27  million  passengers 
served  and  nearly  300,000  tons  of 
cargo  handled  in  1995.  Greater 
Phoenix's  inclination  to  advance 
planning  is  evident  at  the  airport. 
The  newest  terminal, The  Barry  M. 
Goldwater Terminal  4,  was  designed 
with  the  region's  growth  in  mind. 
Opened  in  1 990,  the  terminal  has 
expanded  from  48  to  58  gates  and 


JOHN  W. 
TEETS 

Chairman, 
President  and 
Chief  Executive 
Officer 
Viad  Corp 


MALCOLM 
JOZOFF 

Chairman. 
President  and 
Chief  Executive 
Officer 
The  Dial 
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VIAD  CORP 
THE  DIAL  CORPORATION 

For  years  you've  known  us  as 
The  Dial  Corp.  But  recently 
we  became  two  independent, 
publicly  traded  corporations 
with  headquarters  in  our  city  of 
choice:  Phoenix. 

The  Dial  parent  company  moved 
to  Phoenix  from  Chicago  in  1971 
and  is  now  renamed  Viad  Corp 
(NYSE: V VI),  retaining  the  services 
side  of  the  business.  Located  around 
the  nation  are  such  banner  Viad 
companies  as  GES  Exposition 
Services,  Exhibitgroup/Giltspur, 
Dobbs  International  Services  and 
Travelers  Express  —  all  leaders 
in  their  respective  industries. 
Combined,  the  Viad  services  compa- 
nies' annual  revenues  are  $2.5  billion. 

The  consumer  products  business 
was  spun  off  as  an  independent 
company  named  The  Dial 
Corporation  (NYSE:  DL).  It  is  focus- 
ing on  growth  and  expansion  of  its 
extensive  line  of  well-known  brands, 
including  Dial,  Purex,  Renuzit  and 
Armour  Star  Dial  is  one  of  the 
nation's  leading  manufacturers  and 
marketers  of  personal  care  items, 
laundry  detergents  and  household 
cleaning  products,  generating  annual 
revenues  of  $  1 .6  billion. 

Phoenix  provides  the  ideal  setting 
and  abundant  resources  for  Viad  and 
Dial  to  attract  talented  executives  to 
each  of  our  corporate  staffs.  Among 
the  area's  assets:  a  convenient 
airport,  excellent  climate,  moderately 
priced  housing,  access  to  a  major 
university,  year-round  sports  and 
outdoor  activities,  good  schools  and 
a  skilled  labor  pool. 

Our  outstanding  quality  of  life  is 
marked  by  a  shared  commitment  to 
business  growth,  cultural  richness 
and  preservation  of  our  state's 
natural  beauty.  We  would  be  happy 
to  tell  you  why  and  how  we  moved 
to  Phoenix.  Once  you  have  lived 
and  worked  here,  you  will  never 
want  to  leave. 


ALAN  P. 
HALD 


Vice  Chain 


EFFREY  D. 
CKEEVER 

Chairman 
and  Chief 
Executive  Officer 


MICROAGE 

Recognizing  the  potential  of 
microcomputer  technology, 
Jeffrey  D.  McKeever  and  Alan 
R  Hald  pooled  their  "hip-pocket 
capital"  in  1 976  and  opened  a  small 
computer  hobby  store  in  Tempe, 
Arizona.Their  entrepreneurial  spirit 
helped  launch  the  emerging  infor- 
mation technology  revolution. 

in  the  20  years  since,  MicroAge 
has  taken  a  leadership  role  as  one 
of  the  industry's  most  experienced 
and  respected  global  technology 
services  companies  —  a  partner  to 
the  industry's  leading  manufacturers 
who  develop  the  technology,  a 
full-line  distributor  to  the  resellers 
who  provide  technology  solutions 
and  a  systems  integrator  to  the 
corporations  who  use  technology 
to  drive  their  business.  Moreover, 
MicroAge  is  a  leader  in  the  emerg- 
ing electronic  commerce  market- 
place, using  the  Internet  and  other 
electronic  linkages  to  streamline  the 
way  it  conducts  business  with  its 
more  than  20,000  customers. 

Today  MicroAge  is  a  Forbes 
500s  company  that  boasts  annual 
revenue  of  more  than  $3  billion, 
and  over  2,000  associates  serve 
information  technology  resellers  and 
corporate  customers  worldwide. 
But  while  its  scope  is  international, 
MicroAge  will  always  call  the 
Greater  Phoenix  area  home.  As 
we  celebrate  our  20th  Anniversary, 
we're  proud  to  reside  in  the 
prosperous  Silicon  Desert. 


/MicroAge 


has  planned  capacity  for  82  gates.  In 
addition,  a  third  runway  is  planned 
for  the  terminal,  which  officials  say 
will  cement  the  airport's  future  well 
into  the  next  century. 

A  Community  With  a 
Fighting  Spirit 

Terminal  4  is  the  home  of  a  local 
success  story,  America  West  Airlines, 
Inc.,  the  ninth-largest  carrier  in  the 
nation. The  airline  grew  quickly  from 
a  start-up  in  1983  to  gain  national 
attention  as  one  of  the  fastest- 
growing,  safest  and  most  dependable 
carriers  in  the  country.  But  the 
nineties  brought  the  Gulf  War  and 
hard  times  for  airlines.  According  to 
America  West  Chairman,  President 
and  CEO  William  A.  Franke,  this 
fiercely  loyal  community  came  to  the 
rescue.  "No  one  wanted  to  see  this 
important  business  fail,"  says  Franke, 
who  was  recruited  by  area  leaders 
to  devise  a  plan  to  save  the  company. 
"This  is  a  community  of  real 
entrepreneurial  spirit  and  America 
West  was  a  success  story  we  weren't 
willing  to  let  die. The  community 
response  has  been  a  real  source  of 
pride  for  us  and  we  were  deter- 


mined to  make  the  turnaround." 

And  turn  around,  it  has.  America 
West  now  employs  I  1 ,000  people, 
including  more  than  6,000  in  Arizona. 
The  company's  revenue  for  1 995 
was  $  1 .6  billion,  with  net  income  of 
$54  million. 

In  addition  to  America  West 
and  Southwest  Airlines, Terminal  4 
includes  the  international  gates,  which 
service  flights  to  Mexico  and  Canada. 
British  Airways  recently  began 
nonstop  service  to  London,  and  LTU 
International  Airways  will  begin 
service  to  Germany  later  this  year 
Airport  and  commerce  officials  are 
busily  working  to  secure  additional 
international  routes  for  this  expand- 
ing facility. 

A  Location  Positioned 
for  Success 

True  to  the  old  adage  that  location  is 
everything,  Greater  Phoenix  is  blessed 
by  its  position  smack  in  the  middle 
of  the  largest  and  fastest-growing 
multi-state  region  in  the  country. 
Neighboring  California  and  Mexico 
offer  over  I  1 5  million  consumers  and 
Greater  Phoenix  is  taking  advantage  of 
the  market  to  create  a  strong  financial, 


THE  FINOYA 
GROUP  INC. 

The  FINOVA  Group  Inc., 
through  its  principal  operating 
subsidiary,  FINOVA  Capital 
Corporation,  is  one  of  the  leading 
publicly  owned  commercial  finance 
companies  in  the  U.S. 

Headquartered  in  Phoenix  with 
offices  nationwide,  FINOVA  serves 
midsize  business  in  focused  market 
niches.  With  nearly  $8  billion  in 
assets,  the  company  provides 
sophisticated  secured  financing  and 
leasing  products  ranging  generally  in 
size  from  $500,000  to  $35  million. 
FINOVA  also  offers  inventory  and 
sales  financing  programs  to 
manufacturers,  distributors  and 
dealers  nationwide. 

FINOVA  stands  for  "financial 
innovators."  An  insightful 
description  of  our  business  and  a 
fitting  tribute  to  our  people,  our 
financial  innovators  apply  their 
expertise  and  knowledge  to  tailor 
effective  financing  solutions  for  a 
diverse  group  of  clients  whose 
businesses  span  a  remarkable  range 
of  industries. 

In  1995,  FINOVA  enjoyed 
another  outstanding,  record-setting 
year  by  just  about  any  objective 
measurement  standard.  And  in 
1 996,  we  continue  to  build  upon 
our  enviable  track  record  of  bringing 
innovative  financing  to  midsize 
business. 

Through  industry  expertise, 
continuous  innovation  and 
long-term  commitment,  FINOVA 
maintains  a  position  in  its  chosen 
business  segments  that  is  yielding 
superior  financial  performance  and, 
most  importantly,  a  recognition  by 
customers  that  FINOVA  is  their 
preferred  source  of  financing  today 
and  tomorrow. 

FINOvA 

FINANCIAL  INNOVATORS 


corporate  and  manufacturing  center 
In  addition  to  easy  air  access,  this 
community  is  an  overnight  trucking 
haul  to  nearly  every  major  city  within 
the  growth  region  that  includes 
bordering  states  of  New  Mexico,  Utah, 
Colorado  and  Nevada,  in  addition  to 
California  and  Mexico. 

According  to  the  Greater  Phoenix 
Economic  Council  (known  locally  as 
GPEC),  the  region's  economic  devel- 
opment organization,  location  is  only 
one  factor  that  encourages  business 
to  grow  and  locate  in  Greater 
Phoenix.  In  this  pro-business  commu- 
nity, workers  are  plentiful  and  wages 
are  competitive,  thanks  to  a  favorable 
cost-of-living  index.The  region's 
affordable  land  for  buildings  and 
competitive  construction  and  operat- 
ing costs  are  attracting  businesses  in 
record  numbers. 

Regulatory  Environment 
Is  Business-Friendly 

Greater  Phoenix  has  received 
considerable  kudos  for  its  progressive, 
business-friendly  attitudes,  including 
one  of  the  nation's  lowest  combined 
state  and  local  tax  burdens. The 
state  legislature  lowered  taxes  during 
each  of  the  last  five  years  and  aids 
businesses  through  tax  credits  for 
research  and  development  and  an 
absence  of  unitary,  inventory  and 
franchise  taxes. There  is  no  municipal 
income  tax  and  no  sales  tax  on  direct 
sales  to  state  or  federal  government. 
Certain  transactions  between  related 
companies  are  exempt  from  any 
taxes.  Lower  taxes  coupled  with  the 
government's  emphasis  on  an  easy 
permitting  process  make  relocating 
or  expanding  business  in  Greater 
Phoenix  a  comparatively  quick  and 
low-cost  proposition. 

This  metropolitan  area  frowns 
upon  unnecessary  government  inter- 
ference in  business.  Like  most  large 
communities  in  the  U.S.,  Greater 
Phoenix  is  concerned  about  true 
environmental  hazards,  but  cautious 
about  needless  enforcement  of  overly 
restrictive  regulations.  According  to 
Don  Budinger,  President  of  Rodel  Inc., 
a  leading  supplier  of  specialty  chemi- 
cals used  in  the  manufacture  of  com- 
puter chips,  this  was  a  positive  factor 
that  influenced  the  company's  move 


DOUBLETREE  HOTELS 
CORPORATION 

Lp  ounded  in  1 969,  Doubletree 
Hotels  Corporation  is  one  of 

the  nation's  fastest-growing 
hotel  companies.  Doubletree  guests 
praise  its  friendly  hospitality,  spacious 
and  comfortable  guest  rooms  and 
delicious  chocolate  chip  cookies. 

Headquartered  in  Phoenix, 
Doubletree  maintains  sales  offices  in 
Boston,  Philadelphia,  Chicago  and 
Los  Angeles  to  support  approxi- 
mately 1 70  hotels  in  37  states,  the 
District  of  Columbia  and  Mexico. 
Our  1 9,000  employees  are  proud 
to  provide  a  high-quality  experience 
for  all  Doubletree  guests,  whether 
staying  for  business  or  pleasure. 
Doubletree  offers  three  distinct 
market  segments:  Doubletree 
Hotels  —  upscale,  first-class,  full- 
service  hotels;  Doubletree  Guest 
Suites  —  first-class,  full-service,  all- 
suite  hotels;  and  Club  Hotels  by 
Doubletree  —  mid-market  hotels 
targeted  at  the  frequent  business 
traveler  Doubletree  Hotels 
Corporation  also  manages  various 
other  properties  under  independent 
or  international  franchised  flags. 
For  reservations,  call  I  -800-222- 
TREE  (8733). 

In  late  1 995,  Doubletree  entered 
the  extended-stay  market  by 
launching  Candlewood  Hotels,  high- 
quality,  fully  equipped  studio  units 
for  the  value-conscious  traveler. 
Candlewood  is  a  50/50  joint  ven- 
ture with  Jack  DeBoer,  credited  for 
developing  the  extended-stay  hotel 
concept.The  first  such  hotel  opened 
in  May  1996. 

Doubletree  Corporation, 
the  parent  company,  is  listed  on 
NASDAQ  under  the  symbol, 
"TREE." 

DoubleTree 

Hotels  Guest  Suites- 
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KARSTEN 
MANUFACTURING 
CORPORATION 

When  golfers  think  of  the 
best  playing  conditions, 
they  often  look  to 
Phoenix  and  its  year-round  sunshine 
and  magnificent  golf  courses.  When 
they  want  to  play  their  best,  they 
buy  PING  golf  equipment,  produced 
by  the  Phoenix-based  Karsten 
Manufacturing  Corporation. 

Now  84,  Karsten  Solheim 
founded  the  privately  held  company 
more  than  37  years  ago,  and  it  grew 
into  an  industry  leader  in  golf 
equipment  design  and  manufactur- 
ing. A  masterful  engineer,  Solheim 
first  invented  the  heel-toe  weighted 
putter  in  his  garage  in  the  late 
1 950s.  Within  ten  years,  he  set 
industry  standards  by  developing 
perimeter  weighting  and  pioneering 
the  use  of  investment  casting  in  the 
manufacturing  of  golf  clubs. 

Today  under  the  leadership  of 
John  Solheim,  Karsten's  youngest 
son,  the  company  does  business 
worldwide.  With  a  workforce  of 
nearly  2,000,  Karsten  Manufacturing 
is  renowned  for  its  innovation, 
quality  and  outstanding  customer 
service.  For  instance,  PING  clubs  are 
custom-fit  and  custom-built  to  suit 
a  golfer's  swing.  Top  professional 
players  all  over  the  world  use 
PING  clubs. 

Karsten's  slogan  is  "Play 
Your  Best."  Thanks  to  PING 
clubs,  golfers  are  doing  just  that. 

PING 

Play  Your  Best.  ™ 


here.  "Greater  Phoenix  has  a  bal- 
anced political  equilibrium  between 
|  growth  and  environmental  responsi- 
bility," Budinger  explains.  "Businesses 
need- to  be  able  to  work  within  a 
practical  and  predictable  arena. This 
community  provides  that  forum." 

The  Hot  Place  for 
International  Business 

Greater  Phoenix's  pro-business 
attitude  has  been  instrumental  in 
wooing  international  businesses  as 
well. The  state's  foreign  trade  zones 
provide  international  companies  with 
inviting  property  tax  reductions  and 
other  advantages.  International  com- 
panies such  as  Toyota,  SGS-Thomson 
Microelectronics,  Sumitomo  and 
Materials  Research  Corporation 
(a  division  of  Sony)  have  relocated 
here  recently,  assisted  by  GPEC  and 
its  economic  development  partners. 

Foreign  exports  by  Arizona 
companies  rose  1 3%  in  1 995,  with 
Mexico  being  the  number  one 
recipient  of  Arizona  products,  worth 
over  $2  billion,  according  to  the 
Arizona  Department  of  Commerce. 
Last  year's  exports  to  the  United 
Kingdom  totaled  $  1 .  1 65  billion,  an 
increase  of  23%  over  1 994,  while 
Arizona  trade  in  Japan  grew  by  33% 
to  $1,138  billion. 

The  city's  growing  international 
appeal  is  enhanced  by  the  prestige 


of  the  oldest  and  largest  graduate 
school  of  international  management. 
Located  in  Glendale.The 
American  Graduate  School  of 
International  Management  is  known 
as  "Thunderbird"  in  honor  of  the 
street  upon  which  the  main  campus 
is  located.  With  an  enrollment  of 
1 ,700  students  representing  72 
nations, Thunderbird  boasts  29,000 
alumni  located  in  I  33  countries.  Its 
unique  tripartite  curriculum  of  world 
business  analysis,  international  affairs 
and  modern  languages  helped  the 
school  achieve  a  1 996  ranking  by 
U.S.  News  &  World  Report  as  the 
number  one  school  in  the  nation 
for  international  business,  beating 
out  such  institutions  as  Harvard, 
Wharton  and  Columbia  to  capture 
top  honors. 

A  Community  for  Health 

Decades  ago,  Phoenix  was  known  as 
a  refuge  for  those  suffering  from  such 
maladies  as  tuberculosis  and  asthma. 
Today,  it  is  a  major  health  care  center, 
attracting  companies  in  biotechnol- 
ogy, medical  care,  pharmaceuticals 
and  other  related  fields.  Recently, 
St.  Jude  Medical  Inc.  chose  Greater 
Phoenix  as  the  site  for  a  new 
manufacturing  plant  to  produce  its 
Pacesetter  ultrahigh-technology  heart 
pacemakers.  Schein  Pharmaceutical, 
the  nation's  largest  generic  pharma- 
ceutical company,  is  located  in  the 


Industry  Sector  Growth 

(12  months  ended  May  1996) 


Health  Services  7% 


All  Other 
Sectors  20? 


Business 
Services  12* 


Tech  and 
Manufacturing  15% 


Construction  14% 


Distribution 
and  Trade  30% 


Communications  and 
Transportation  2% 

Source:  Arizona  Department  of  Economic  Security 
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ARIZONA  STATE 
UNIVERSITY 

Arizona  State  University  is  an 
indispensable  element  of  the 
Greater  Phoenix  community, 
matching  university  talents  and 
expertise  with  the  vision  of  commu- 
nity leaders  to  address  issues  of 
importance  to  the  quality  of  life  in 
the  Valley  of  the  Sun. 

Classification  as  Research  I 
University  by  the  Carnegie 
Foundation  for  the  Advancement 
of  Teaching  certifies  ASU's  place  in 
the  front  rank  of  the  nation's  major 
research  universities.The  Arizona 
State  University  Research  Park 
brings  together  researchers  and 
corporate  leaders  from  private 
industry,  governmental  agencies 
and  the  University  to  provide  a 
mechanism  to  integrate  technologi- 
cal results  from  university  research 
into  private  corporate  programs. 

Serving  more  than  45,000 
students  at  three  anchor  campuses 
and  an  extended  campus  in  the 
Greater  Phoenix  area,  ASU  is  one 
of  the  leading  U.S.  public  institutions 
in  the  number  of  national  scholar- 
ship awards  received,  based  on 
academic  excellence  as  well  as 
public  service. 

Arizona  State  University  is 
positioning  itself  as  the  model  for 
the  university  of  the  next  century 
by  expanding  areas  of  community 
involvement,  developing  innovative 
undergraduate  education  and 
by  strengthening  its  world-class 
research  portfolio. 

For  ASU,  the  future  has  never 
been  brighter 


Arizona  State 
University 


West  Valley.  And,  with  such  standout 
medical  research  and  treatment  facili- 
ties as  Mayo  Clinic  Scottsdale,  Barrow 
Neurological  Institute  and  the  Arizona 
Heart  Institute,  Greater  Phoenix  has 
become  an  attractive  site  for  compa- 
nies with  an  interest  in  research 
assistance  and  clinical  endorsements 
from  top  medical  professionals. 

In  addition  to  attracting  businesses 
to  the  area,  the  region's  medical 
facilities  draw  people  from  all  over 
the  world  who  seek  consultation  and 
health  care  with  Greater  Phoenix's 
world-renowned  medical  profession- 
als.The  great  climate  and  year-round 
recreation  make  the  area  a  perfect 
place  to  pursue  a  healthy  lifestyle  and 
the  highest  level  of  wellness.  Acknow- 
ledging this  strength,  Mayo  opened 
its  Scottsdale  Clinic  in  1 990  and  has 
served  over  270,000  patients  from 
every  corner  of  the  earth.  The  facili- 
ty's overwhelming  success  led  Mayo 
to  begin  construction  earlier  this  year 
on  the  first  Mayo-designed-and-built 
hospital,  to  be  located  in  northeast 
Phoenix  on  a  210-acre  site. 

Like  Mayo,  Barrow  has  served 
patients  from  around  the  world  and 
from  every  walk  of  life,  including 
children  suffering  after  the  Bhopal 
disaster  and  royalty.  The  facility,  part 
of  the  Mercy  Healthcare  Arizona 
network,  has  been  the  site  of  many 
pioneering  procedures  in  the  neuro- 
sciences,  including  cardiac  standstill 
and  the  first  successful  skull/spine 
reattachment  in  the  world. 

Greater  Phoenix  Tops  in 
New  Job  Creation 

Once  thought  to  be  a  retirement 
haven,  Phoenix  actually  has  a  relatively 
young  population  whose  average  age 
is  3  I ,  creating  a  young,  skilled  labor 
force  exceeding  1.5  million  individuals. 
Greater  Phoenix  ranked  among  the 
top  five  states  in  new  job  creation  for 
the  past  five  years  and  added  nearly 
1 50,000  new  jobs  to  its  economy 
during  1994  and  1995  alone.  Job 
growth  in  Arizona  is  expected  to 
continue  at  a  rate  of  3.8%  in  1996 
and  3.1%  in  1 997,  as  compared  to  a 
1 .6%  increase  nationwide,  according 
to  the  Arizona  State  University 
Bureau  of  Business  Research.  One  of 
the  strongest  segments  of  job  growth 
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MCDONNELL  DOUGLAS 
HELICOPTER  SYSTEMS 

M 

IVI  cDonnell  Douglas 

Helicopter  Systems  has  had 
1  a  multi-billion  dollar  impact 
on  the  state  of  Arizona  for  more 
than  a  decade,  bringing  a  wide 
range  of  employment  and  business 
opportunities  to  thousands  of 
people  in  our  community.  As  one 
of  the  state's  largest  defense 
contractors,  with  a  multi-billion 
dollar  backlog  of  orders,  we're 
committed  to  Arizona  for  the  long 
term.This  commitment  is  reflected 
in  everything  we  do  —  from  the 
way  we've  embraced  local 
community  and  charity  organizations 
to  our  dependence  on  hundreds  of 
Arizona  suppliers  for  support  of  our 
diverse  production  base. 

Our  commitment  to  quality  is 
reflected  in  our  innovative  products 
including  the  AH-64D™  Longbow 
Apache™  multi-mission  combat 
helicopter;  our  single-turbine  MD 
500  Series  and  twin-turbine  MD 
Explorer™  helicopters;  our  family  of 
Chain  Gun®  weapons  and  other 
ordnance  systems;  our  advanced 
technology  programs  that  will  define 
the  future  of  the  rotorcraft  industry; 
and  our  growing  production  of 
electrical  subassemblies  in  support 
of  other  McDonnell  Douglas 
military  aircraft  and  missiles. 

Our  NOTAR®  anti-torque 
system,  featured  on  the  MD 
520N™,  is  demonstrated  daily  over 
the  Valley  of  the  Sun  by  the  Phoenix 
Police  Department,  which  has 
operated  the  first  seven  MD  520Ns 
since  1 99 1  This  revolutionary 
innovation  helped  turn  the  MD 
520N  into  the  world's  quietest 
helicopter  and  Phoenix  into  a  show- 
case for  this  remarkable  technology. 
We've  also  incorporated  the 
NOTAR  system  into  our  new  eight- 
place  MD  600N™  helicopter  and 
our  ultra-quiet  MD  Explorer  which 
is  gaining  worldwide  acceptance  in 
multiple  roles. 

DOOGL4S 
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ARIZONA  STATE 
UNIVERSITY 
COLLEGE  OF  BUSINESS 

Community  partnership  is  a 
guiding  principle  for  the  ASU 
College  of  Business.  Our 
strategic  planning  process  engages 
college  and  community  leaders  to 
ensure  a  rigorous,  creative  academic 
curriculum  that  combines  theoreti- 
cal knowledge  with  practical  skills. 
We  are  educating  business  leaders 
for  the  next  century,  and  evidence 
of  this  commitment  is  clear 

Today  our  MBA  Program  is 
ranked  14th  among  public  universi- 
ties, and  the  median  starting  salary 
has  risen  30%  in  the  past  year  as 
demand  for  our  graduates  grows 
throughout  the  world.  Our  under- 
graduate program  is  also  ranked 
among  the  top  25  in  the  country, 
reflecting  our  commitment  to 
quality  teaching  and  strong  student 
advising  services. 

Equally  committed  to  advancing 
knowledge  through  meaningful 
research,  our  faculty  continuously 
generates  new  idearthat  enhance 
our  classrooms,  add  to  the  nation's 
wealth  and  support  the  economic 
development  of  Arizona  and  its 
business  community. 


College  of 
Busirie 


Arizona  State  Univer: 


occurred  in  the  manufacturing  sector, 
where  this  community  led  the  nation 
with  9.6%  growth  in  1 994.  For  the 
first  five  months  of  1 996,  figures 
showed  an  increase  of  4.2%  in 
manufacturing  sector  jobs. 

Many  of  these  new  manufacturing 
jobs  relate  to  the  production  of  elec- 
tronic components,  computers  and 
telecommunications  equipment. The 
Greater  Phoenix  area,  known  in  high- 
tech circles  as  "The  Silicon  Desert," 
has  attracted  such  industry  jewels 
as  Intel  Corp.'s  $1.3  billion  and 
Microchip  Technology's  $  I  billion 
expansions  in  Chandler,  which  will 
add  a  minimum  of  2,500  and  2,000 
jobs,  respectively. The  Sumitomo  Sitix 
Corporation's  $900  million  silicon 
wafer  fabrication  plant  in  Phoenix  will 
eventually  employ  over  700  people. 

Certainly  this  community  is  not 
wed  to  one  industry.  According  to 
Elliot  Pollack,  one  of  Arizona's  most 
noted  economists,  Greater  Phoenix 
has  the  most  diverse  economic  base 
in  the  nation  for  a  region  of  its  size, 
and  its  highly  educated  workforce  has 
the  ability  to  move  easily  from  one 
sector  to  another  when  demands 
change.  Business  leaders  agree, 
including  Alan  Hald,  vice  chairman  of 
MicroAge  Inc.  and  a  community 
leader  active  in  the  advancement  of 
business  in  the  region.  "The  economy 


here  is  unusually  diverse  and  entre- 
preneurial," says  Hald.  "This  is  an 
economy  that  can  weather  hard 
times  in  one  industry  since  talent  and 
resources  can  move  to  other  strong 
areas.  As  a  result,  we  are  confident 
that  Phoenix  will  be  a  leader  well 
into  the  next  century." 

Long-term  success  is  widely 
predicted  in  Greater  Phoenix.  Local 
business  and  community  leaders  are 
extremely  optimistic  about  the  area's 
future.  In  a  recent  poll  by  O'Neil 
Associates,  90%  of  the  1 20  leaders 
surveyed  felt  that  the  economy  will 
continue  to  improve  or  maintain  its 
robust  growth.  Equally  confident  are 
outside  sources,  such  as  Norwest 
Corporation,  the  Minneapolis-based 
bank  holding  company,  which  claims 
that  Arizona's  economy  is  healthy, 
"with  few  of  the  imbalances  which 
often  develop  during  economic 
booms." 

Region  Takes  Top  Honors 
for  Business 

With  this  sort  of  growth,  it's  no 
wonder  the  Greater  Phoenix  metro- 
politan area  has  been  recognized  in 
numerous  studies  as  a  top  city  for 
business.  In  the  past  year  alone, 
Entrepreneur  ranked  it  the  fifth-best 
city  in  which  to  own  a  business  and 


The  area's  abundance 
of  skilled  employees, 
pro-business  tax  structure 
and  high  quality  of  life 
attract  businesses  to 
expand  and  locate  in 
Greater  Phoenix. 
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RODEL  INC. 

Rodel  is  a  global  leader  in  the 
supply  of  precision  polishing 
materials  to  the  electronics 
industry.  Founded  in  Delaware  in 
1 968,  Rodel  now  employs  more 
than  700  people  in  Asia,  Europe  and 
throughout  the  United  States.The 
sales  and  marketing  operations 
were  centralized  in  Phoenix  in  1974 
by  Donald  V.  Budinger,  Rodel's 
president. 

Rodel's  success  comes  from  its 
continuous  investment  in  semicon- 
ductor surface  preparation  technol- 
ogy. Rodel  offers  fully  integrated  sys- 
tems including  chemistries  (slurries) 
and  pads  for  use  in  polishing  silicon 
wafers,  device  wafers  and  rigid  disks. 
1 996  worldwide  sales  are  projected 
to  exceed  $  1 50  million. 

At  Rodel,  safety  and  environ- 
mental conscientiousness  are 
critically  important.  Rodel  has 
received  commendations  for  its 
environmental  practices  and  has 
exceeded  the  goals  of  the 
Environmental  Protection  Agency's 
voluntary  33/50  program. 

Rodel  is  pleased  to  announce 
the  recent  completion  of  a  3 1 ,000- 
square-foot  facility  in  Phoenix. This 
facility  will  house  pad  and  slurry 
manufacturing  operations  in  addi- 
tion to  sales  and  marketing  offices. 

Rodei 


World  Trade  magazine  placed  it  among 
the  top  ten  best  cities  for  global  com- 
panies. Site  Selection,  the  global  maga- 
zine of  corporate  relocation,  reported 
that  Greater  Phoenix  ranked  second 
in  the  country  for  overall  industrial 
expansion  and  sixth  in  manufacturing 
plant  expansion,  while  Plants,  Sites  & 
Parks,  the  corporate  site-selection 
publication,  ranks  metro  Phoenix  as 
one  of  the  ten  best  places  to  start  a 
site-selection  search.  ASAP  Forbes'  sup- 
plement on  high  technology,  rated 
Phoenix  among  the  nation's  most 
important  high-tech  centers.  And 
Everen  Securities  of  Chicago  (formerly 
Kemper  Securities)  ranks  Arizona's 
economy  number  one  in  the  nation 
for  the  1 2-month  period  ending  June 
30,  1 996,  based  upon  such  factors  as 
job  growth  and  home  sales. 

Big  Business  Is  at  Home 
in  Greater  Phoenix 

Greater  Phoenix  is  the  headquarters 
for  numerous  companies  that  have 
become  household  names,  including 
The  Dial  Corp.,  Doubletree  Hotels 
Corp.,  McDonnell  Douglas  Helicopters, 
U-Haul  and  Karsten  Manufacturing, 
maker  of  Ping  golf  clubs.  Motorola  Inc., 
the  telecommunications  giant,  is  the 
state's  largest  private  employer,  with 
over  20,000  employees  involved  in  its 
numerous  facilities.  Other  major 
companies  include  Allied-Signal 
Aerospace,  Bull  HN  Information 
Systems,  Hughes  Aircraft  and  Finova 
Capital  Corporation.  Entrepreneurs 
have  found  success  here  in  various 
ventures,  from  Go-Video's  dual-deck 
VCR  to  low-cost  satellite  companies 
like  Spectrum  Astro,  Inc.,  the  1 9th 
fastest-growing  privately  owned 
company  in  the  U.S.,  according  to  Inc. 
magazine's  1 994  survey. 

Impressive  New  Arrivals 
Reinforce  Bright  Future 

Another  clear  indicator  of  the  econo- 
my's strength  and  diversity  is  the 
array  of  companies  that  recently 
have  moved  headquarters  or  major 
operations  to  the  area.  One  of  the 
newest  arrivals  is  American  Sky 
Broadcasting,  a  joint  venture  of 
MCI  Communications  and  Rupert 
Murdoch's  News  Corp.,  a  multi- 
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MERCY  HEALTHCARE  ARIZONA 

.SV.  Joseph 's  Hospital  and 
Medical  Center 

Founded  in  1 895  as  the  first 
hospital  in  Phoenix,  St.  Joseph's 
Hospital  and  Medical  Center 
has  grown  into  Mercy  Healthcare 
Arizona  (MHA),  an  integrated 
health  care  delivery  system.  MHA 
provides  preventive,  educational, 
research,  clinical  and  rehabilitative 
services  across  a  broad  continuum 
ranging  from  primary  to  acute  care, 
including  alternative  medicine,  home 
care  and  hospice.  MHA  also  owns 
a  portion  of  one  of  the  largest 
health  plans  in  Arizona. 

A  center  of  excellence  at  MHA 
is  Barrow  Neurological  Institute® 
(BNI),  world-renowned  for  unique 
clinical  capabilities,  preeminent 
physicians,  technological  excellence 
and  groundbreaking  research. 
BNI  is  the  only  center  in  the 
Southwest  that  offers  a  full  range 
of  services  to  manage  neurological 
illness  and  injury. 

St.  Joseph's  Hospital  was 
established  more  than  a  hundred 
years  ago  to  meet  the  needs  of  the 
community.  Although  St.  Joseph's 
and  Mercy  Healthcare  Arizona 
have  grown  dramatically  since  then, 
meeting  the  needs  of  a  continually 
changing  community  remains  the 
cornerstone  of  our  mission. 

ro 


Mercy  Healthcare  Arizona 

St.  Joseph's  Hospital  and  Medical  Center 

350  West  Thomas  Road 
Phoenix,  AZ  85013 
(602)  285-3000 
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MARICOPA 
COMMUNITY  COLLEGES 

A  Major  Resource  for  the 
Business  Community 

n  Arizona,  the  nation's  second- 
largest  community  college 
district  plays  a  key  role  in  the 
economic  development  of  Greater 
Phoenix,  the  nation's  seventh-largest 
metropolitan  area. 

The  Maricopa  Community 
College  District,  under  the  direction 
of  Chancellor  Paul  A.  Eisner;  has 
generated  cost-effective,  custom- 
training  programs  for  the  past  1 5 
years  for  both  new  and  established 
businesses  throughout  metropolitan 
Phoenix.  Offered  through  its  Office 
of  Business  and  Workforce 
Development,  this  service  is  a  major 
factor  for  companies  considering 
location  in  Greater  Phoenix. 

Staff  from  the  Office  of  Business 
and  Workforce  Development  work 
hand  in  hand  with  officials  from 
locating  or  expanding  companies  to 
recruit  and  screen  job  applicants 
and  help  to  custom  design  and 
deliver  training  for  new  employees. 
Client  companies  range  from  small, 
local  firms  to  large  corporations 
with  an  international  scope. 
Additionally,  Maricopa's  ten  colleges 
and  skill  center  offer  more  than  250 
programs  that  prepare  people  for 
employment. 

Nearly  2.5  million  people  reside 
in  Maricopa  County.  More  than 
200,000  adults  attend  the  Maricopa 
Community  Colleges  year-round, 
offering  employers  a  continuous 
educated  workforce  to  meet  their 
needs. 

For  more  information,  contact: 
The  Maricopa  Community  Colleges 
Office  of  Business  & 

Workforce  Development 
241  I  West  14th  Street 
Tempe.AZ  85281 
Phone:602-731-8203 
Fax:  602-731-8210 


national  media  empire  that  includes 
the  Fox  Television  Network. 
American  Sky  will  build  a  $1 30  mil- 
lion satellite  broadcast  center  in 
Gilbert  that  will  be  the  largest  of  its 
kind  in  the  country.  Other  new  addi- 
tions include  Fox  Animation  Studios, 
Inc.,  Wells  Fargo  Bank,  MCI 
Communications  Corp.  and  Vanguard 
Mutual  Funds,  the  nation's  second- 
largest  mutual  funds  group. 

In  1995,  GPEC  reports,  more  than 
200  office  and  industrial  locations  or 
expansions  in  Greater  Phoenix  result- 
ed in  more  than  2 1 ,000  jobs  and 
capital  investment  of  over  $2  billion. 
The  economic  development  group 
itself  was  responsible  for  assisting 
with  relocations  and  expansions  for 
35  businesses,  creating  9,000  new 
jobs.  Employers  such  as  Charles 
Schwab  &  Co.,  Inc.  and  the  U.S.  Postal 
Service  expanded,  adding  1 ,400  and 
1 ,000  new  jobs,  respectively. 

Younq,  Educated 
Workforce  Key 
to  Area's  Success 

One  of  the  first  reasons  cited  by 
these  businesses  for  their  growth  in 
Greater  Phoenix  is  the  abundance  of 
skilled  employees  in  the  area.  In 
addition  to  the  arrival  of  new  work- 
ers each  year,  the  community  pro- 
vides residents  with  excellent  educa- 
tional opportunities  that  foster  suc- 
cess in  today's  business  environment. 
High  school  enrollment  in  the  area 
totals  nearly  1 00,000.  While  the 
majority  of  students  go  on  to  college 
or  post-secondary  education  on  a 
full-time  basis,  nearly  25%  enter  the 
workforce  immediately.  Many  of 
these  latter  students  have  received 
special  training  through  unique  high 


school  courses  in  computer  studies, 
medical  arts,  aerospace  and  business 
education,  often  in  conjunction  with 
industry.  Educational  opportunities 
beyond  high  school  are  extensive, 
including  top-rated  state  universities, 
community  colleges  and  private 
institutions. 

Innovative  Industry 
Education  Partnerships 
Offer  Excellent  Training 

The  Maricopa  Community  College 
system  ranks  as  second-largest  in  size 
and  enrollment  among  the  more  than 
1 ,500  such  systems  in  the  nation. 
MCC  includes  ten  colleges  located 
throughout  the  area.  Combined  year- 
round  enrollment  in  the  6,000  credit 
courses  is  nearly  1 70,000,  with  anoth- 
er 30,000  enrolled  in  special  interest 
courses.  In  addition  to  the  core  cur- 
riculum, MCC  is  the  largest  provider 
of  job  training  in  Arizona,  helping  both 
local  and  relocating  businesses  to 
meet  training  and  hiring  goals.  Since 
1 982,  over  250,000  employees  have 
been  trained  with  MCC  assistance.  An 
example  of  the  innovative  education- 
industry  partnership  is  seen  at 
Motorola  University  which,  in  conjunc- 
tion with  MCC's  Mesa  Community 
College,  enrolls  over  17,000  employ- 
ees for  job-skills  training. 

Another  successful  alliance  is  the 
Semiconductor  Industry-Education 
Partnership  of  Arizona,  or  SIEP 
The  partners  in  this  initiative  include 
MCC,  several  other  educational 
institutions,  the  Arizona  Department 
of  Commerce,  GPEC  and  industry 
leaders  working  together  to  prepare 
future  workers  with  the  unique  skills 
necessary  to  meet  the  demands  of 
this  highly  specialized  industry. 


Enrollment  at  Greater  Phoenix  Area 
Higher  Learning  Educational  Facilities 

Arizona  State  University  46,000 

American  Graduate  School  of  International  Management  1 ,500 

Maricopa  Community  College  System  ( 1 0  colleges)  200,000 

Other  Universities  and  Technical  Schools  1 2,700 

Total  Students/Potential  Employees  260,200 
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PHOENIX  SUNS 

There  is  no  doubt  that  Jerry 
Colangelo,  President  and  CEO 
of  the  NBA  Phoenix  Suns,  is 
one  of  the  most  successful  and 
respected  figures  in  the  sports 
world  today.  Four  times  he  has  been 
honored  as  the  NBAs  Executive  of 
the  Year.  Recently,  he  has  achieved 
his  goals  of  bringing  Major  League 
Baseball  and  the  National  Hockey 
League  to  Phoenix. 

As  patriarch  of  this  sports  mega- 
company,  Colangelo  espouses  a 
refreshing  credo:  "The  community 
owes  us  nothing.  It's  up  to  us  to  go 
out  and  earn  their  respect." 

A  firm  believer  in  corporate 
responsibility  to  the  community,  in 
1 987  Colangelo  launched  Phoenix 
Suns  Charities,  the  team's  charitable 
foundation.  Since  that  time,  Phoenix 
Suns  Charities  has  invested  more 
than  2.5  million  dollars  in  Arizona 
youth  educational  and  human  ser- 
vices programs.  Without  hesitation, 
he  also  pledges  his  personal  and 
corporate  assets  to  support  scholar- 
ships and  stay-in-school  programs, 
host  food  and  clothing  drives  and 
lead  community  fund  development. 

Colangelo's  commitment  to 
community  is  integral  to  his  long- 
range  business  plans  —  the  NHL 
Phoenix  Coyotes  have  already 
established  goals  for  community 
involvement  and  plans  are  currently 
under  way  to  establish  the  MLB 
Arizona  Diamondbacks'  own  chari- 
table foundation  even  before  the 
team  takes  the  field  in  1 998. 


State  Educational 
Institutions  Ranked 
Among  Nation's  Best 

Among  the  more  than  35  institutions 
of  higher  learning  in  Greater  Phoenix, 
Arizona  State  University,  with  its  main 
campus  inTempe,  is  the  crown  jewel. 
The  fifth-largest  university  in  the 
United  States,  ASU  has  a  current 
enrollment  of  46,000  and  expects  to 
reach  50,000  early  in  the  next 
decade.  With  86  undergraduate,  97 
masters  and  52  doctoral  or  terminal 
degree  programs,  ASU  produces 
graduates  who  meet  the  needs  of  all 
kinds  of  area  businesses. The  College 
of  Business,  for  example,  was  ranked 
by  U.S.  News  &  World  Report  as 
25th  in  the  nation  for  undergraduate 
programs,  while  the  MBA  program 
ranked  14th  among  public  institutions 
and  34th  among  all  accredited 
programs. The  College's  Techno 
MBA  curriculum  was  ranked  among 
the  top  25  such  programs  by 
Computerworld. 

The  strong  technology  industry 
has  found  that  ASU's  College  of 
Engineering  and  Applied  Sciences, 
ranked  28th  in  the  nation  by  U.S. 
News  &  World  Report,  is  an 
excellent  source  of  highly  qualified 
employees.  Local  businesses  have 
joined  with  the  College  to  create 
courses  customized  to  the  special 
needs  of  local  concerns.  The  College's 
6,000  undergraduate  and  graduate 
students  are  enrolled  in  such 
programs  as  Introduction  to 
Manufacturing  Engineering,  taught  in 
partnership  with  Intel  Corp.  person- 
nel, and  Clean-Room  Construction,  a 
joint  effort  of  Motorola,  the  Del  E. 
Webb  School  of  Construction  and 
the  College's  Department  of 
Electrical  Engineering. 

In  addition  to  ASU,  Phoenix 
employers  can  draw  upon  the  35,000 
students  at  University  of  Arizona  in 
nearby  Tucson,  which  is  ranked  as  one 
of  the  top  20  research  universities  in 
the  nation,  and  Northern  Arizona 
University  in  Flagstaff,  where  enroll- 
ment is  nearly  20,000. 

Thunderbird's  renowned  interna- 
tional business  curriculum  adds 
1 ,500  graduate  students  with  the  spe- 
cial skills  needed  by  companies 
involved  in  the  global  marketDlace. 
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COLLEGE  OF 
ENGINEERING  AND 
APPLIED  SCIENCES, 
ARIZONA  STATE 
UNIVERSITY 

Accomplished  graduates, 
distinguished  faculty  and 
award-winning  students  are 
all  reasons  why  the  ASU  College  of 
Engineering  and  Applied  Sciences  is 
ranked  among  the  top  undergradu- 
ate engineering  programs  in  the 
nation.  The  College  is  on  the 
leading  edge  of  education,  and  con- 
tinuously works  to  build  stronger 
alliances  with  high-tech  industrial 
partners  like  Intel  and  Motorola. 

A  notable  example  is  ASU's 
involvement  in  the  National  Science 
Foundation  Center  for  Low  Power 
Electronics,  an  effort  that  will  focus 
attention  on  developing  more 
efficient  components  for  battery- 
operated  devices. 

The  rapid  advances  in  technol- 
ogy require  an  increasingly  skilled 
workforce,  and  that  knowledge 
transfer  must  be  reflected  in  the 
evolving  curriculum  offered  to 
students.This  need  is  the  basis 
of  innovative  educational 
endeavors  such  as  the  Virtual 
Corporation  and  Manufacturing 
Across  the  Curriculum.  Committed 
to  lifelong  learning,  ASU  engineering 
will  continue  to  be  a  leader  for 
future  generations. 


Arizona  State 
University 
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SALT  RIVER  PROJECT 

Salt  River  Project  (SRP),  founded 
more  than  90  years  ago,  reliably 
secures  two  fundamental 
infrastructure  services  —  water  and 
power  —  to  a  substantial  portion  of 
metropolitan  Phoenix. 

SRP  provides  electricity  to  a 
diverse  customer  base  in  excess  of 
600,000  and  delivers  approximately 
one  million  acre-feet  of  water 
annually  to  serve  eight  cities  for 
domestic  and  commercial  use  and 
to  provide  directly  for  urban  and 
agricultural  irrigation.  Sait  River 
Project  prides  itself  on  the  high 
quality  and  low  cost  of  its  services. 

Strong  economic  growth  and 
SRP's  continued  success  go  hand  in 
hand.To  that  end,  SRP  has  devel- 
oped a  program  that  encourages 
businesses  to  relocate  within  the 
metropolitan  Phoenix  area. 

Our  "in-fill"  strategy  is  designed 
to  grow  customer  load  throughout 
the  metro  region  in  16  key  sites 
selected  for  their  developmental 
potential.  Recently,  SRP  was  a 
partner  in  successfully  persuading 
American  Sky  Broadcasting  and  Sky 
MCI  to  locate  their  new  Operations 
Center  in  Gilbert,  Arizona. The 
proposed  1 00,000-square-foot 
broadcast  center  represents  a 
capital  investment  of  $  1 30  million. 

By  targeting  businesses  whose 
load  and  usage  profiles  are  compati- 
ble with  the  local  economy,  and 
doing  much  of  the  regulatory 
legwork,  SRP  is  delivering  more 
than  power  to  new  and  potential 
customers. 


Delivering  More  Thau  P< 


Also,  the  nation's  second-largest 
private  university, The  University  of 
Phoenix,  has  a  local  enrollment 
exceeding  4,000  and  total  enrollment 
of  over  3  1 ,000.  Other  private  institu- 
tions add  another  8,800  potential 
skilled  employees  to  the  workforce. 


A  Performance 
Kind  of  Place 


With  such  strong  academic  opportu- 
nities available  in  Greater  Phoenix,  the 
community  has  attracted  some  of  the 
most  talented  young  people  from 
around  the  nation  and  the  world. 
Once  here,  these  new  arrivals  remain 
in  Phoenix  after  graduation  in  stagger- 
ing numbers.  According  to  the  state's 
Board  of  Regents,  60%  of  the  1 00,000 
students  enrolled  at  the  three  major 
universities  will  remain  in  Arizona. The 
reasons  are  plentiful,  ranging  from 
weather  and  lifestyle  to  outstanding 
job  opportunities  and  a  fresh  start  in 
a  community  that  is  not  tied  to  a  rigid 
social  or  economic  hierarchy.  "This  is  a 
community  where  performance  really 
matters  —  for  individuals,  companies 
and  the  region  as  a  whole,"  says  Mark 


DeMichele,  outgoing  Chairman  of 
GPEC  and  President  of  Arizona  Public 
Service  Company. 

"Here,  no  one  cares  who  your 
father  was  or  where  you  came 
from,"  he  continues.  "Instead,  you  are 
measured  by  what  you  can  do, 
whether  you  can  perform. That  is 
why  the  best  young  people  remain 
here. They  can  be  recognized  for 
what  they  do,  not  who  they  are." 

Indeed,  it  is  performance  that 
makes  the  difference  in  this  dynamic 
metro  area  —  not  only  for  the  young 
workers,  but  also  for  the  companies 
who  locate  here  and,  indeed,  for  the 
community  itself.  By  all  accounts, 
performance  is,  and  will  continue  to 
be,  phenomenal  for  all  those  involved 
in  the  future  of  Greater  Phoenix  as 
it  continues  to  shine  as  the  best  of 
the  best.  □ 

Author  Cheryl  K.  Walsh  is  a  freelance  writer 
and  a  principal  in  Growth  Strategies  Group, 
a  marketing  and  public  relations  firm  based 
in  Phoenix.  She  has  been  a  practicing  lawyer 
and  a  CPA. 

Coordinated  by  the  Greater  Phoenix 
Economic  Council. 


Greater  Phoenix  may  be  a  desert  community,  but  there  is  no  shortage  of  water  here.  The  Colorado 
River  water  supplied  through  the  Central  Arizona  Project  canals  provide  1.5  million  acre-feet  or  nearly 
5  billion  gallons  of  water  annually.  In  addition,  the  Salt  River  Project  reservoir  system,  of  which  the 
recently  enhanced  Roosevelt  Dam  shown  here  is  a  part,  can  store  more  than  2  million  acre-feet  of  water 
for  Greater  Phoenix.  In  a  community  that  utilizes  only  930,000  acre-feet  of  water  annually,  the  abundant 
water  supply  will  support  the  growth  of  this  area  well  into  the  22nd  century. 


If  Growing  Your  Company 
Has  You  Going  Round  and  Round... 


Let  GPEC  Point  Yon  In  The  Right  Direction 


The  Greater  Phoenix  Economic  Council  is  the  first 
joint  of  contact  for  companies  interested  in  locating  in  the 
country's  most  dynamic  region  for  business.  As  a  public- 
1  orivate  partnership,  we  combine  the  resources  and  talents  of 
county  and  city  governments  throughout  the  metropolitan 
•ommunitv  with  education  and  private  business.  Our  staff  ol 
elocation  and  expansion  specialists  provide  site  selection 
issistance,  labor  market  analysis,  employee  recruitment, 
ustom  research,  build-to-suit  coordination,  financial 
ontacts  and  coordination  of  state  and  local  public  assistance. 


You  can  access  all  of  this  information  for  14  communities  in 
one  of  the  largest  and  fastest  growing  business  hubs  in  the 
country  through  a  single  resource.  That's  just  one  of  the  reasons 
we  were  named  among  the  Top  10  Economic  Development 
Organizations  in  the  World. 

So,  get  off  the  round-about  and  call  602.256.7700  or 
800.421. OPEC  and  let  us  point  you  in  the  right  direction... 
toward  Greater  Phoenix  and  your  success. 


Greater  Phoenix  1 A 

ECONOMIC  COUNCIL 


We'll  Point  Your  Business  in  I  In'  Right  Direction 


didn  t  go  very  tar,  out  it 
spoke  volumes  about 
how  funds  behave  in 
bear  markets.  What's 
your  fund's  safety  rating? 

By  Thomas  Easton 


Assuming  you  didn't  already  put  in 
a  redemption  order,  you  are  probably 
sighing  with  relief  at  the  end  of  the 
early-summer  bear  market.  Rig 
stocks,  at  least,  have  recovered  almost 
all  that  they  lost.  Close  call!  Let  the 
bull  market  resume. 

Well,  maybe.  But  whether  the  tur- 
bulence is  over  or  still  has  a  long  way 
to  go,  it  has  given  hundreds  of  funds 


and  millions  of  fund  owners  a  new 
experience:  a  bear  market.  Don't 
ignore  this  brief  setback.  Learn  from 
it.  Learn  about  your  funds  and  about 
your  tolerance  for  the  risks  they  take. 
Never  forget  that  the  unbroken  bull 
market  of  the  past  five  years  is  an 
exception,  not  the  rule. 

We  have  always  been  acutely  aware 
of  this.  Ever  since  Forbes  started 


rating  funds  in  the  1950s,  we  have 
graded  them  separately  for  bull  and 
bear  markets.  Judge  a  fund  over  a  full 
market  cycle,  we  said.  Don't  merely 
look  at  the  recent  past,  which  may 
have  been  only  half  a  cycle. 

Good  advice,  but  hard  to  follow  in 
recent  years.  For  a  lot  of  funds  there 
simply  was  no  bear  market.  Stocks 
w  ent  straight  up  after  the  Gulf  war 


INSIDE  THE  FORBES  MUTUAL  FUND  SURVEY 


ILLUSTRATIONS  BY  ALAN  E.  COBER 
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98  Coping  with 
volatility 

The  minicrash  in 
July  told  us  a  lot. 

By  Thomas  Easton 

104  The  death 
of  momentum? 

What  happens  when 
Nasdaq  hot-air  balloons 
get  punctured? 

By  Gretchen  Morgenson 

106  Questions  you 
should  ask  your  IRA 
sponsor 

Can  you  split  the  account 
into  pieces?  Set  up  a 
stretchout  IRA?  Find  out 
now,  before  it's  too  late. 
By  Laura  Saunders 

112  Gambling 

How  to  use  mutual  funds 
for  rank  speculation. 

By  James  M.  Clash 

114  Tax  strategy 

Should  you  put  your 
bonds  or  your  stocks 
in  your  tax-sheltered 
account? 

By  James  M.  Clash 


116  Start  your  own 

As  if  6,007  funds  were 
not  enough. 

By  Thomas  Easton 

120  The  Honor  Roll 

Performance,  capital 
preservation,  continuity 
of  management. 

By  Stephen  S.  Johnson 

123  Best  Buys 

How  to  find  a  fund  that  is 
low  in  cost  and  high  in 
performance. 

By  James  M.  Clash 

Best  Buy  tables 

124  U.S.  stocks 
126  International 
stocks 

128  Taxable  bonds 

129  Municipal  bonds 

130  Which  family 
is  for  you? 

Look  for  breadth, 
depth,  performance 
and  economy. 

By  Thomas  Easton 


132  Janus 

Strength:  Performance. 
Weakness:  What  if  growth 
goes  out  of  favor? 
By  James  M.  Clash 

134  Neuberger 

Strength:  Value  plays. 
Weakness:  Sleepy  perfor- 
mance in  hot  markets. 

By  Thomas  Easton 

136  Warburg  Pincus 

Strength:  Smaller 
companies  abroad. 
Weakness:  Few  funds 
with  long  records. 

By  Mary  Beth  Grover 

138  Jack  White 

Strength:  Economy. 
Weakness:  Little  tax  help. 

By  Tim  W.  Ferguson 

140  Five  good 
families 

American  Funds 

Fidelity 

T.  Rowe  Price 

Charles  Schwab 

Vanguard 


144  Specialized 
funds 

Emerging  markets,  "ethi- 
cal" investing,  natural 
resources,  precious  metals, 
real  estate,  short-sellers, 
small  companies,  technol- 
ogy and  health,  utilities, 
vulture  investing. 

Ratings 

148  Rules 

150  Stock  funds 

180  Balanced  funds 

186  Global  stock 

funds 

190  Foreign  stock 
funds 

196  Taxable  bond 
funds 

202  Municipal  bond 
funds 

212  Junk  bond  funds 
214  Global  bond 
funds 

216  Taxable/tax-free 
money  market  funds 
233  Fund 
distributors 
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correction  was  over  at  the  end  of 
1990.  Since  then,  the  fund  industry 
has  swelled  from  $1.5  trillion  to  $3 
trillion,  with  over  60%  of  the  increase 
coming  from  fresh  investment, 
according  to  Strategic  Insight,  a  fund 
tracking  service. 

And  then  came  the  little  crash,  cul- 
minating on  July  15,  when  the  Dow 
Jones  industrial  average  dropped  161 
points  and  the  Nasdaq  composite  lost 
4%.  Was  it  just  another  day  in  the 
market  for  you?  Or  did  it  scare  the 
hell  out  of  your 

In  a  few  days  hundreds  of  billions 
of  dollars  in  market  value  vanished — 
enough  money  to  fund  the  budget 
deficit.  Stocks  plunged  throughout 
the  day.  Almost  every  blue  chip  went 
down,  almost  everything  else  went 
down  more.  Had  you  been  on  a  trad- 
ing desk,  the  normal  green  and  red 
colored  numbers  and  symbols  on 
computer  screens  signifying  rising 
and  falling  stocks  would  have  gone 
entirely  red.  Each  new  flicker  of  red 
light  represented  another  low.  And 
with  each  flicker,  someone's  plan  for 
retirement,  or  for  college  tuition,  was 
damaged  a  little  more.  The  deluge 
didn't  end  until  the  final  bell. 

Think  particularly  hard  about  how 
you  felt  that  day.  If  you  came  even 
near  to  panic,  think  how  you  will  feel 
if  the  market  goes  down  and  down, 
day  after  day,  as  it  has  been  known  to 
do,  and  you  see  your  net  worth  cut 
by  30%  or  40%.  We're  not  saying  get 
out  of  the  market.  We're  saying: 
Invest  in  the  knowledge  that  markets 


go  up  as  well  as  down. 

Fear  was  nowhere  to  be  seen 
during  the  first  half  of  the  year,  when 
funds  boasting  the  biggest  returns 
and  cash  flow  were  go-go  growth 
offerings  from  Dreyfus,  Oberweis, 
Navellier  and  .Nicholas-Applegate, 
Bankers  Trust  and  others.  These 
funds  were  packed  with  stocks  valued 
at  40  times  earnings,  10  times  book 
value.  Even  with  the  broad  market 
averages  having  recovered  much  of 
their  July  declines,  these  former  high- 
fliers remain  stuck  in  the  mud.  They 
may  remain  stuck  there  for  a  long 
time.  Some  will  never  come  back. 

We  usually  cut  off  fund  perfor- 
mance on  June  30  to  determine 
grades  published  in  the  annual  survey. 
This  year  we  bent  the  rules  to  include 
July  1  to  July  16  as  a  final  half  cycle. 
As  short  and  mild  as  the  dip  was,  it 
furnished  valuable  evidence  about 
how  funds  differ  when  prices  slide. 

We  have  no  way  of  predicting 
when  the  next  dip  will  come,  or  how 
deep  it  will  go.  But  we  feel  fairly  con- 
fident in  predicting  that  the  funds 
that  scored  badly  in  this  brief  period 
will  do  very  badly  in  a  real  bear 
market. 

Since  the  beginning  of  the  extend- 
ed bull  market  in  1982,  profits  of  the 
companies  composing  the  Standard 
&  Poor's  500  index  have  risen  on 
average  6.5%  a  year,  while  share  prices 
have  risen  13.5%  a  year.  That  kind  of 
disparity  is  simply  not  sustainable.  It 
seems  more  likely  that  a  reconcilia- 
tion will  come  from  a  deceleration  in 


share  prices  than  from  accelerating 
profits. 

Keep  this  in  mind  as  you  consider 
adding  a  new  fund  or  augmenting  an 
existing  holding.  Then  think  about 
how  your  holdings  work  together.  To 
help  you  do  this,  consult  Forbks'  rat- 
ings of  individual  funds,  which  give 
equal  emphasis  to  down  markets  and 
up  markets,  even  though  the  down 
phases  of  the  past  three  market  cycles 
(which  go  back  12  years)  were  all 
short  and  mild. 

Don't  be  overwhelmed  by  the 
sheer  number  of  choices — now 
exceeding  9,000  funds  if  you  count 
all  their  share  classes.  In  the  past  year, 
fund  companies  created  more  than 
500  new  bond  or  equity  offerings — 
more  than  existed  in  total  at  the 
beginning  of  the  last  decade. 

Most  of  these  new  funds  should 
not  even  enter  the  contest  for  your 
investing  dollar.  Even  people  with 
several  million  dollars  to  invest  can  do 
very  well  with  just  six  funds.  Remem- 
ber that  even  a  single  good  mutual 
fund  offers  you  a  fair  amount  of 
diversification. 

So,  let's  say  six.  There  would  be 
one  for  domestic  equities,  one  for 
foreign  equities,  up  to  three  for 
bonds  (municipal,  junk,  and  Treasury 
or  government  agency,  all  depending 
on  your  tax  status)  and  an  extra  to 
play  a  hunch.  Every  selection  after 
those  six  would  provide  only  tiny 
amounts  of  diversification,  while 
adding  paperwork  and  associated  tax- 
return  hassles. 

Besides,  there  wasn't  anything 
really  new  about  this  year's  freshly 
minted  funds.  Anybody  need  17  new 
asset  allocation  funds?  Or  11  new  bal- 
anced funds?  No.  In  fact,  we  believe 
you  don't  need  a  balanced  fund.  For 
tax  reasons,  it's  better  to  separate 
bond  and  equity  investments.  Then 
at  year-end  you  can  make  good  use  of 
a  lagging  sector  to  realize  the  kind  of 
tax  loss  that  can  offset  other  gains. 
Let  someone  else  be  the  first  on  your 
block  to  own  shares  in  the  hot  new 
Cosmos  Fund. 

Last  year  we  named  five  core  fami- 
lies that  can  meet  most  investors' 
needs.  All  five  provide  a  wide  variety 
of  products,  good  long-term  perfor- 
mance and  lower-than-average  costs. 
We  review  those  briefly  this  year  on 
pages  140  to  143  and  add  profiles  of 


Fund 

Total 

Assets* 

%  change 

return* 

($mil) 

'95  vs  '96 

PBHG  Select  Equity 

67.8% 

$434 

2,646% 

Heartland  Group-Small  Cap  Contrarian 

27.4 

222 

1,937 

Chicago  Trust  Growth  &  Income  Fund 

29.4 

191 

1,117 

Franklin  Global  Health  Care 

66.2 

136 

900 

AIM  Intl-Global  Aggressive  Growth-A 

32.0 

1,325 

853 

Fidelity  Select-Retailing 

29.7 

353 

811 

Founders  Passport  Fund 

29.1 

164 

753 

Warburg  Pincus  Japan  GTC-Common 

40.1 

244 

745 

Vista  Small  Cap  Equity-A 

46.9 

189 

706 

Rainier-Small/Mid  Cap  Equity 

27.4 

87 

574 

Note:  Equity  funds  greater  than  $10  million  in  size  as  of  6/30/95  that  outperformed  the  S&P  500,  ranked  in  order  of  asset 

growth.  'Through  6/30/96. 

Sources:  Forbes;  Upper  Analytical  Services. 


Good  market,  great  returns,  phenomenal  growth. 
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Cautious  players 

Fund  Performance 

UP  DOWN 
— markets— 


Bear  market 
survivors 


The  net  asset  value  of 
your  mutual  fund  zooms 
up  40%  and  then  down 
40%.  Did  you  break  even? 
Nope,  you  lost  16%  of 
your  money. 

Vivian  J.  Palmieri,  the 
68-year-old  fund  manager 
ol  the  Franklin  Growth 
Fund,  learned  this  kind  of 
arithmetic  early  in  his 
career.  As  a  rookie  stock- 
broker in  the  late  1950s, 
he  invested  $10,000  given 
to  him  by  his  godfather  in 
sexy  high-tech  issues  like 
Baird  Atomic  and  Ionics. 
"Today  it's  the  Internet," 
he  says.  Six  months  later 
he  was  up  to  $30,000. 
"Then  it  all  hit  the  fan, 
and  I  was  down  to 
$12,000.  I  sold  out.  After 
taxes  I  didn't  make  much 
at  all."  Lesson?  "What 
goes  up  fast  goes  down 
fast,"  says  Palmieri. 

These  days  Palmieri 
favors  solid  industry  lead- 
ers like  American  Home 
Products  and  Hewlett- 
Packard  rather  than  fledg- 
ling startups.  His 
turnover,  a  mere  1%  last 
year,  leaves  shareholders 
with  few  taxes  to  pay.  If 
the  prices  of  the  market 
leaders  he  likes  aren't  jus- 
tified by  their  growth 
rates,  he  ducks  into 
cash — now  a  hefty  1 7%  of 
assets.  Result?  His  fund 
makes  its  fourth  appear- 


ance on  the  Forbes 
Honor  Roll. 

Fellow  Honor  Roll 
manager  James  Gipson  of 
the  Glipper  Fund  also 
holds  lots  of  cash,  20%. of 
assets  currently.  This, 
despite  today's  conven- 
tional wisdom  that  fund 
managers  should  be  hilly 
invested  at  all  times. 
"Cash  is  one  of  the  few 
contrarian  plays  around," 
he  says.  "Mutual  funds  are 
at  their  lowest  level  of 
cash  in  19  years." 

Gipson  is  particular: 
His  fund  owns  just  20 
stocks.  Companies  that 
make  his  list  must  be  trad- 
ing at  discounts  to  their 
intrinsic  value.  Another 
plus  in  Gipson's  mind: 
companies  that  buy  back 
their  own  stock.  Philip 
Morris,  for  example, 
which  has  repurchased 
over  20%  of  its  shares  in 
the  past  13  years,  is  his 
fourth-largest  holding,  at 
5%  of  assets. 

Another  bear  market 
survivor:  Lindner  Growth 
Fund,  which  is  up  an 
impressive  14%  so  far  this 
year.  Comanager  Robert 
Lange,  53,  has  a  philoso- 
phy that's  perfectly  suited 
to  today's  bumpy  stock 
market:  "We're  less  inter- 
ested in  making  money 
than  we  are  in  avoiding 
losing  money." 

Sound  old-fogyish? 
Remember  the  arithmetic 
at  the  beginning  of  this 
article:  Holding  on  to 
gains  is  every  bit  as 


AARP  Growth-Growth  &  Inc 

■D 

A 

Clipper  Fund 

B 

A 

Dreyfus  Fund 

D 

A 

Eclipse  Financial  Asset-Equity 

■D 

A 

Gateway  Index  Plus 

F 

A+ 

Greenspring  Fund 

D 

A+  j 

Wayne  Hummer  Growth 

D 

A 

Invesco  Industrial  Income 

C 

A 

Janus  Fund 

C 

A 

Lexington  Corp  Leaders  Trust 

C 

A 

Lindner  Dividend  Fund-Investor 

D 

A+ 

Lindner  Growth  Fund-Investor 

D 

A 

Mathers  Fund 

F 

A+ 

Mutual  Series-Beacon 

C 

A 

Mutual  Series-Mutual  Shares 

C 

A 

Mutual  Series-Qualified 

B 

A 

T  Rowe  Price  Capital  Apprec 

■D 

A 

T  Rowe  Price  Equity  Income 

■C 

A 

Safeco  Income  Fund 

D 

A 

Scout  Stock  Fund 

D 

A 

Scudder  Growth  &  Income 

C 

A 

SIT  Growth  &  Income 

D 

A 

USAA  Mutual-Income  Stock 

D 

A+ 

Value  Line  Income 

F 

A 

■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 


These  funds 
have  lagged 
in  this  hot 
market,  but 
they'll  catch  up 
fast  if  things 
get  tough. 


important  as  making 
them.  Helping  Lindner 
outshine  other  funds  is 
its  14%  stake  in  dividend- 
rich  REITS  and  energy 
stocks.  "Every  cushion 
you  can  possibly  get  you 
should  have,"  says 
Lange.  His  point  is  that 
while  stocks  go  up  and 
stocks  go  down,  good 
ones  pay  dividends 
regardless  of  what  the 
market  does. 

If  you  are  young  and 
risk-tolerant,  and  you 
could  shrug  off  a  30% 


market  correction — -and 
and  we  haven't  met  many 
people  who  could,  young 
or  old — maybe  you  don't 
need  a  cushion.  If,  on  the 
other  hand,  a  30%  drop 
would  rattle  you,  then  it 
might  make  sense  to  sacri- 
fice some  bull  market 
potential  in  return  for 
bear  market  protection. 
The  table  displays  24  no- 
load  funds  with  A  grades 
in  down  markets  and 
below-average  expense 
ratios. 

-Mary  Beth  Grover  mt 


four  additional  families  that  could 
serve  as  supplemental  investment 
vehicles.  There  are  many  good  funds 
outside  these  families,  but  we  would 
restrict  your  buying  to  those  among 
them  that  have  long-term  records 
and  have  done  relatively  well  in  both 
up  and  down  markets. 

Our  Honor  Roll  of  conservative 
stock  funds  with  good  bottom-line 


results  appears  on  page  120.  Our 
Best  Buy  shopping  lists  cover  a 
broader  range  of  investing,  includ- 
ing many  fixed-income  categories. 
These  funds  combine  better-than- 
average  performance  with  lower- 
than- average  costs  of  ownership. 
The  Best  Buy  section  begins  on 
page  123. 

Don't  invest  without  thinking  of 


the  tax  consequences.  Tax  strategies 
are  covered  on  pages  106  and  114.  If 
you  have  a  large  401(k)  or  rollover 
IRA,  read  the  article  on  retirement 
penalties  on  page  250. 

Few  people  would  buy  a  house  or 
even  a  car  as  casually  as  many  of  diem 
invest  their  life  savings.  Mutual  funds 
are  a  great  invention,  but  only  if  used 
intelligently. 
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Fidelity  Funds n exwork( 


..  .Giving  you  a  choice  of  more 
than  2,000  mutual  funds  from  over 
200  companies  wasn't  enough. 


There's  only  one  way  you  can  purchase  funds  from 
Fidelity  and  over  200  other  well-known  companies. 
And  that's  through  the  Fidelity  FundsNetwork. 

One  toll-free  number  lets  you  choose  from  over  2,000 
mutual  funds,  including  over  400  available  with 


no  loads  and  no  transaction  fees  |  paid  to  Fidelity.* 

FundsNetwork  offers  all  the  information  you  need- 
from  the  FundsNetwork  Performance  Directory  to 
Morningstar  mutual  fund  reports -to  help  you  make 
an  informed  choice  about  your  investments. 

FundsNetwork  also  provides  one  consolidated 


Cappieuo-Kusx 


r 


easy-to-read  statement  featuring  cost-basis 


reporting  that  allows  you  to  tell  at  a  glance  the 
value  of  the  shares  you  have  purchased  as  well 
as  your  actual  gains  or  losses  for  the  period. 


Cohen  &  Steers 
Crabbe  Huson 
Dreyfus 
FAM 
Fidelity 
Founders 
Gabelli 
Guinness  Flight 
Heartland 
Hotchkis  &  Wiley 
1A1 
Janus 


Royce 
Rushmore 

Schafer 
Skyline 
Stein  Roe 
Strong 

United  Services 
Vontobel 
Warburg  Pincus 
Wasatch 

Wright  EquiFunds 
Yacktman 

—  Page 


This  will  simplify  your  year-end  tax  reporting. 


For  more  information  on  FundsNetwork,  call 
right  away  or  visit  a  nearby  Fidelity  Investor 


Center.  Start  investing  today. 


It's  time 


Fidelity 
Investments® 


We  had  to 
make  it  easy 
for  you. 


1-800-544-0003       24  hours  a  day  http://www.fid-inv.com 


TIM)  SERVICE:  1-800-544-01 18  for  the  deal  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

2b/13495.001 

For  more  complete  information  on  any  fund  availahle  through  FundsNetwork,  including  charges  and  expenses,  call  lor  a  free  prospectus. 
Please  read  prospectuses  carefully  before  you  invest  or  send  money. 

'Please  refer  to  the  FundsNetwork  Performance  Directory  for  more  complete  details.  Fidelity  reserves  the  right  to  change  the  funds  availahle  with  no 
transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more  short-term  redemptions 
(sales  of  shares  held  less  than  six  months)  on  funds  available  with  no  transaction  fees  in  a  12-month  period.  If  you  purchase  a  no-load  fund  and  pay  a 
transaction  fee,  you  will  be  obligated  to  pay  a  transaction  fee  upon  its  sale.  This  program  is  subject  to  change  without  notice.  All  fees  as  described  in  the 
fund's  prospectus  still  apply.    Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  S1PC. 


FUND  SURVEY 

Blue  chips  have  recovered  since  July, 

but  the  stocks  favored  by  momentum  funds 

have  suffered  permanent  damage. 

The  death  of 
momentum? 


By  Gretchen  Morgenson 

It's  not  easy  to  get  a  fund  manager 
to  confess  that  his  style  is  momentum 
investing,  in  which  you  buy  a  stock 
simply  because  it  is  rising  in  price.  But 
it's  not  hard  to  find  fund  managers 
who  buy  momentum  stocks.  Twenti- 
edi  Century  Ultra  is  in  this  crowd.  So 
are  aim  Constellation,  Putnam  OTC 
Emerging  Growth  and  Louis  Navel- 
lier's  two  new  funds,  Aggressive 
Growth  and  Small  Cap. 

The  momentum  game  worked 
spectacularly  well  until  June.  Stocks 
often  went  up  for  no  other  reason 
than  that  they  had  already  gone  up. 
Then  this  trend-chasing  stopped 
working.  Might  it  stage  a  comeback? 
Our  bet  is  that  it  won't,  not  anytime 
soon.  If  you  own  a  momentum  fund, 
take  our  advice:  Scale  back  or  get  out. 
What  about  taxes  if  you  have  a  big 
profit  in  the  fund?  These  funds  tend 
to  trade  in  and  out,  and  every  time 
they  get  out  at  a  profit  they  hit  you 
with  capital  gains  tax.  Our  point:  You 
are  likely  to  be  stuck  with  a  lot  of 
taxes  even  if  you  hold  on  to  a 
momentum  fund.  In  short,  don't 
hold  off  selling  because  you're  still 
ahead  and  don't  want  to  recognize  a 
taxable  gain;  taxable  gains  may  be 
forced  upon  you  anyway. 

The  market  for  blue  chips  recov- 
ered almost  all  its  lost  ground  by  early 
August,  but  the  momentum  stocks 
were  still  in  trouble.  We  suspect  they 
will  remain  out  of  favor  a  long  time. 

Why?  Because  people  who  buy  a 
stock  only  because  it's  rocketing  have 
zero  reason  to  own  a  stock  that  just 
got  cheaper.  Since  traditional  mea- 
sures of  value — getting  a  lot  of  earn- 
ings, book  value  or  sales  for  your 
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investment  dollar — are  out  the 
window  with  the  momentum  crowd, 
the  concept  of  buying  on  weakness 
does  not  exist.  Value  investors,  in  con- 
trast, are  likely  to  buy  more  shares 
when  a  favored  stock  goes  down, 
giving  the  stock  something  of  a  floor. 

How  do  you  know  if  you  own  a 
momentum  fund?  Look  at  its  portfo- 
lio. Stocks  these  bandwagon  types 
drove  to  astronomical  levels  earlier 
this  year  include  America  Online,  U.S. 
Robotics,  Cascade  Communications, 
Iomega,  PairGain  Technologies  and 
Ascend  Communications.  If  your 
fund  holds  big  positions  in  all  or  many 
of  these  stocks,  you're  a  momentum 
player.  ( See  table,  opposite. ) 

Still  unsure?  If  your  fund  has 
declined  15%  or  more  from  its  peak  in 
June,  there's  a  very  good  chance  you 
are  in  a  momentum  fund. 

In  down  markets,  these  funds  not 
only  underperform  the  averages,  they 
rack  up  rapid  turnover — that  is  they 
buy  and  sell  at  a  frenetic  pace.  In 
1990,  aim  Constellation's  turnover 
rate  hit  192%;  in  last  year's  more 
cooperative  market,  it  was  45%. 
Twentieth  Century  Ultra's  turnover 
in  1990  was  141%,  last  year:  87%. 

Most  important  reason  to  sell: 
Momentum  investing,  by  its  very 
nature,  works  only  in  feverish  bull 
markets.  Once  the  rig  starts  to  col- 
lapse, selling  accelerates,  even  if  the 
broader  market  is  recuperating  nicely. 

Witness  the  carnage  in  U.S.  Robot- 
ics' shares  on  July  25.  The  nearly 
$2  billion  (sales)  modem  maker 
announced  July  24,  after  the  market 
closed,  that  earnings  for  the  most 
recent  quarter  would  double,  to  66 


cents  a  share,  exceeding  analysts' 
expectations.  This  wasn't  enough  for 
some  big  Robotics  holders  who 
dumped  the  stock  immediately.  The 
shares  finished  July  25 — a  day  on 
which  the  Nasdaq  composite  rallied  a 
bit— at  54M,  down  17%  on  17.2  mil- 
lion shares.  Robotics  typically  trades 
2.8  million  shares  a  day. 

Robotics  shares  have  inched  back 
to  a  recent  59^,  but  the  fact  that  they 
haven't  rebounded  puts  in  question 
momentum  investors'  claim  that  they 
buy  stocks  on  earnings  as  well  as  price 
movements.  If  earnings  were  such  a 
key  consideration,  why  did  so  many  of 
them  trash  their  shares  after  the  com- 
pany announced  fine  results? 

Are  you  hoping  that  your  fund 
manager  will  be  able  to  weather  a 
market  storm  and  emerge  unscathed? 
Don't  count  on  it.  Mark  Hulbert, 


editor  of  the  Hulbert  Financial 
Digest,  which  tracks  investment 
newsletters,  says  that  his  data  from  the 
1987  crash  still  suggest  that  momen- 
tum players  suffer  terribly  in  down 
markets.  Look  at  the  performance  of 
Louis  Navellier,  editor  of  the  top- 
ranked  MPT  Review  newsletter.  His 
portfolio  was  down  42%  during  the 
market  crash  of  October  and  Novem- 
ber 1987. 

After  that,  38 -year-old  Navellier  got 
a  hot  hand.  He  launched  two 
momentum-style  mutual  funds  in  the 
past  2lA  years  and  is  said  to  own  three 
custom-made  sports  cars  and  a  British 
Hawker  jet.  In  mid-July  his  funds 
were  both  down  no  less  than  15% 
from  their  June  1996  peaks.  The 
Aggressive  Growth  fund  has  since 
come  back — up  18%  for  the  year — but 
the  Small  Cap  hasn't  recovered. 

Is  Navellier  contrite?  No  way.  He 
thinks  the  momentum  game  will 
resume  shortly  when  the  flow  of  funds 
returns  to  it.  "I  look  at  what's  work- 


ing on  Wall  Street,"  he  says.  "Earn- 
ings momentum  has  always  worked.  I 
don't  think  it's  a  passing  fad." 

Like  everything  else  on  Wall  Street, 
momentum  investing  has  been  tried 
before,  with  different  names.  In  the 
1960s  it  was  go-go  stocks,  in  the 
1970s  it  was  one-decision  stocks,  in 
the  1980s  it  was  "relative  strength." 
Same  stuff,  different  day. 

How  did  momentum  investing  get 
highflying  stocks  aloft  this  time?  The 
concept  picked  up  steam  right  after 
the  disappointing  market  of  1990. 
Early  adherents  began  churning  out 
stellar  returns:  Twentieth  Century 
Ultra  fund  returned  86.5%  in  1991, 
Nicholas  Applegate  Growth  Equity 
"A"  turned  in  a  55%  gain  and  aim 
Constellation  returned  70%  for 
investors  that  year,  wildly  outper- 
forming the  Russell  2000  small  stock 
index.  As  more  people  got  into  the 
game,  their  buying  put  more  fuel  into 
the  hot  stocks.  Soon  many  of  them 


Fund 

P/E 

Turnover 

Total  return*| 

AIM  Equity-Constellation-Retail-A 

21.4 

45% 

-10.5% 

Fidelity  Growth  Company 

20.6 

97 

-6.5 

Fidelity  New  Millennium 

21.8 

176 

-8.7 

Navellier-Aggressive  Growth 

28.8 

NA 

-16.2 

Nicholas-Applegate-Growth  Equity-A 

NA 

106 

-8.0 

PBHG-Growth  Fund 

NA 

45 

-10.4 

Putnam  New  Opportunity-A 

25.6 

57 

-11.6 

Putnam  OTC  Emerging  Growth-A 

25.2 

116 

-13.4 

Putnam  Voyager-A 

22.3 

65 

-8.6 

Twentieth  Century-Ultra  Investors 

21.9 

87 

-7.3 

'June  6  to  July  18. 

Source:  Upper  Analytical  Services. 

What  goes  up. . .  comes  down  faster. 


were  rocket-propelled,  with  plenty  of 
buyers  and  few  sellers. 

Add,  for  good  measure,  a  short 
squeeze  or  two.  Until  the  July  crack- 
up,  many  mutual  funds  were  partici- 
pants— actively  or  passively — in  battles 
with  shortsellers  that  pushed  stocks 
like  America  Online,  Presstek,  Zoltek, 
mrv  Communications  and  Solv-Ex 
into  the  stratosphere.  Funds  partici- 
pate in  these  squeezes  three  ways:  by 
buying  shares  of  a  thinly  held  stock; 
by  refusing  to  lend  out  shares,  helping 
to  create  the  potential  for  a  short 
squeeze;  or  by  lending  shares  tem- 
porarily, only  to  call  the  stock  back 
and  force  a  buy-in.  Holding  stocks 
that  race  ever  higher  in  a  squeeze  is  far 
more  profitable  than  the  pennies 
funds  make  lending  their  shares. 

But  momentum's  hot  returns  go 
cold  when  the  money  stops  pouring 
into  the  favored  stocks  or  when  their 
upward  climbs  slow.  Then  even  a 
short  squeeze  can't  help;  everybody 
wants  out.  Even  if,  as  U.S.  Robotics 
showed,  earnings  growth  continues. 

This  is  what's  happening  today.  The 
mutual  fund  money  flood  is  receding. 
For  the  month  ended  June  5,  accord- 
ing to  AMG  Data  Services,  investors 
poured  almost  $1  billion  per  week 
into  aggressive  growth  funds.  As  of 
July  3 1 ,  weekly  inflows  had  slowed 
^   to  $145  million.  Small-cap  funds 
i'  fared  even  worse:  As  of  June  5, 
'    average  weekly  inflows  were  $1.1 
billion.  By  the  end  of  July,  more 
money  was  fleeing  these  funds — $49 
million  a  week — than  going  in. 

Short  squeezes — apart  from  the 
everyday  occurrences  of  Nasdaq  mar- 
ketmakers  moving  a  stock's  price  up 
intraday — are  history.  Wall  Street 
sources  say  that  mutual  funds  that 
previously  refused  to  lend  shares  to 
shortsellers,  thereby  making  the  stocks 
easier  to  squeeze,  are  now  lending 
much  more  readily.  The  reason:  With 
their  stocks  down  precipitously,  many 
funds  are  desperate  for  income,  even 
if  it's  the  little  they  receive  in  lending 
securities. 

As   investment  cycles   go,  the 
momentum  folks'  next  big  show 
won't  come  around  for  another 
decade  or  so.  Then  it  won't  be 
momentum  investing,  it'll  be 
called  something  else.  The 
names   change   but  the 


Will  your  IRA  sponsor  let  you  split  the  account  into  pieces  with  different  beneficia- 
ries? Will  it  help  you  set  up  stretchout  IRAs?  Better  find  out  before  it's  too  late. 

Questions  you 

didn't  ask 

but  should  have 
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By  Laura  Saunders 

Benjamin  W.  Lewis,  a  retired  ortho- 
dontist living  in  Greenville,  S.C.,  has 
just  been  through  an  ordeal.  Lewis, 
68,  has  a  very  large  ira  and  wanted 
to  set  up  w  hat  is  known  informally  as 
a  stretchout  ira  for  his  children. 
Doing  so  will  give  his  heirs  the  right 
to  enjoy  decades  of  tax-deterred  com- 
pounding on  whatever  is  in  the 
account  when  he  dies. 

But  he  had  a  devil  of  a  time  finding 
a  sponsor  who  would  let  him  do  it. 
"It  w  as  so  frustrating,"  says  Lewis.  "I 
talked  to  five  mutual  funds  and  none 
of  them  knew  about  it.  Thank  good- 
ness I'm  retired  and  have  a  speaker- 
phone,  so  I  can  stay  on  hold  forever 
and  do  other  things." 

After  a  half-dozen  calls  to  Fidelity 
over  a  year,  "I  found  somebody  who 
agreed  it  was  possible,"  he  says.  So 
Lewis  put  the  account  there  even 
though  Fidelity  is  making  him  keep 
all  his  heirs  on  one  account  rather 
than  letting  him  split  it  up  into  four 
pieces,  which  he  had  hoped  to  do. 

In  his  ordeal  Lewis  has  plenty  of 
company.  Until  a  caller  pointed  out 
her  mistake,  a  T.  Rowe  Price  attor- 
ney misunderstood  a  key  rule  gov- 
erning stretchout  IRAs.  Vanguard's 
legal  department  assured  a  reporter 
that  it  allowed  stretchout  IRAs,  but 
then  a  customer  service  rep  told 
another  caller  she  had  never  heard  of 
them.  Two  spokesmen  for  the 
Strong  fund  family  said  that  Strong 
didn't  allow  them  at  all,  although 
one  of  them  later  hedged. 

But  if  you  are  an  IRA  owner  with  a 
substantial  estate,  you  had  better  pay 
attention.  The  deadline  for  begin- 


ning distributions  is  Apr.  1  of  the 
year  after  the  year  you  turn  70%. 
Miss  that  deadline  and  you  are  out  of 
luck.  Don't  count  on  your  ira  spon- 
sor to  help  you  much.  Sponsors  are 
not  required  by  law  to  offer  ira 
holders  every  option  the  law  allows, 
and  many — like  Strong,  Citibank 
and  American  Funds — don't.  So  find 


out  now  whether  yours  will  do  what 
you  want  it  to  do. 

W  hat  are  good  questions  to  ask? 
With  the  help  of  Atlanta  financial 
planner  David  Polstra  and  others, 
we've  identified  five,  and  explain  why 
they  matter. 

Most  of  the  questions  relate  to 
stretchout  IRAs — that  is,  those  that 
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The  GT  Global  Theme  Funds.  Six  globally-orchestrated  mutual  funds,  each  based  on  an  economic  theme  that 
transcends  national  and  regional  boundaries.  It's  an  innovative  approach  to  investing  that's  producing  impres- 
sive results.  If  this  world-class  performance  sounds  interesting  to  you,  talk  to  your  financial  adviser  about  how 
GT  Global  Theme  Funds  might  fit  into  your  portfolio  composition.  Or  call  us  today  for  more  information. 


AV      ER      AGE  ANNU 

A      L            R      E      T      U  R 

N 

GT  Global  Theme  Funds 

CLASS  / 
INCEPTION  DATE 

1  YEAR 

LIFE  OF  FUND 

GT  Global  Consumer  Products  and  Services  Fund 

A  shares 

12/30/94 

49.16% 

39.34% 

B  shares 

12/30/94 

50.72% 

41.01% 

GT  Global  Health  Care  Fund 

A  shares 

8/7/89 

31.16% 

13.75% 

B  shares 

4/1/93 

31.99% 

18.78% 

GT  Global  Natural  Resources  Fund 

A  shares 

5/31/94 

28.99% 

13.57% 

B  shares 

5/31/94 

29.73% 

14.41% 

GT  Global  Financial  Services  Fund 

A  shares 

5/31/94 

15.37% 

6.43% 

B  shares 

5/31/94 

15.58% 

7.11% 

GT  Global  Telecommunications  Fund 

A  shares 

1/27/92 

13.88% 

13.41% 

B  shares 

4/1/93 

13.88% 

14.99% 

GT  Global  Infrastructure  Fund 

A  shares 

5/31/94 

12.76% 

9.95% 

B  shares 

5/31/94 

12.74% 

10.71% 

1-800-824-1580 

GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
It  s  Your  World.  Invest  In  It.sm 

GT  Global  Health  Care  Fund  A  shares  five  year  average  annual  return  as  of  6/30/96  is  10.52%.  Returns  for  A  and  B  shares  are  as  of  6/30/96  and 
include  the  effect  of  the  maximum  4.75%  sales  charge  and  5%  contingent  deferred  sales  charge,  respectively.  Past  performance  does  not  guarantee 
future  results.  Investment  return  and  principal  will  fluctuate,  so  shares  may  be  worth  more  or  less  than  their  original  price.  Before  investing,  read  the 
prospectus  for  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging  market  investing,  includ- 
ing political  and  currency  risk,  and  the  risk  of  investing  in  similar  industries.  Distributor:  GT  Global,  Inc.,  50  California  St.  San  Francisco,  CA  94111  MF8 
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will  be  bequeathed  to  a  young  heir.  If 
you  go  this  route  you  and  your  spon- 
sor must  follow  just  the  right  steps  or 
the  IRA  can't  be  stretched  out  beyond 
your  spouse's  death.  Your  heirs  will 
be  forced  to  take  the  money  out 
within  a  few  years  of  inheriting  the 
account.  They  may  have  to  fork  over 
as  much  as  80%  to  the  IRS — virtual 
confiscation.  If  you  plan  to  leave  your 
IRA  to  your  spouse,  pay  special  atten- 
tion to  question  4.  Here  arc  the 
questions. 

/.  Do  you  allow  an  IRA  owner  to 
maintain  multiple  accounts  with  dif- 
fer en  t  ben  eficia  ries  ? 

If  you  have  a  large 
ik  \  10  be  left  to  more 
than  one  person — say, 
your  three  children,  or 
your  spouse  and  a 
child — it  often  makes  a 
lot  of  sense  to  carve  it 
up.  That  allows  the 
heirs  to  go  their  sepa- 
rate ways  when  you  die 
and  allows  younger  sib- 
lings more  time  to 
withdraw.  But  some 
sponsors,  including  T. 
Rowe  Price  and  Fideli- 
ty, make  it  difficult  or 
impossible  for  one  cus- 
tomer to  have  multiple 
IRAs  with  different 
heirs. 

The  case  for  splitting 
an  IRA  becomes  down- 
right compelling  if  one 
of  the  beneficiaries  is  a 
charity  and  another  is  a 
person,  notes  Michel 
Kaplan,  an  attorney 
with  Sherrard  &  Roe  in 
Nashville. 

2.  I  fo  you  allow  young  heirs  to  keep 
an  IRA  going  for  years  after  the  owner's 
death?  IRS  rules  are  clear:  If  an  IRA 
owner  chooses  a  younger,  nonspousc 
heir,  elects  a  joint  calculation  of  life 
span  and  dies  after  starting  required 
payouts,  the  heir  can  take  the  remain- 
ing assets  over  his  or  her  own  life 
span,  slightly  adjusted. 

This  means  a  44-year-old  who 
inherits  a  $100,000  ira  from  a  79- 
year-old  could  withdraw  the  money 
over  the  next  37  years,  instead  of  all 
at  once.  His  tax  bill  is  dramatically 
reduced,  and  the  money  can  go  on 
compounding  for  decades. 


But  ira  clerks  at  many  sponsors  are 
clueless  as  to  this  option.  At  Strong, 
an  IRA  specialist  insisted  to  a  caller 
that  the  IRS  required  all  nonspousc 
heirs  to  withdraw  the  money  in  five 
years.  In  a  later  conversation  a  Strong 
spokesman  conceded  there  might  be 
exceptions,  but  clearly  didn't  under- 
stand them. 

3.  If  sou  Joe  inherits  an  ira  from 
Fred,  do  you  change  the  name  of  the 
owner  from  Fred  to  Joe?  If  your  spon- 
sor does  this,  get  a  new  sponsor.  Such 
a  name  change,  under  Internal  Rev- 
enue Service  rules,  causes  the  IRA  to 
go  into  sudden-death  mode.  You 


want  a  sponsor  who  keeps  the 
account  in  the  deceased's  name. 
(Again,  we're  talking  stretchout  IRAs 
only;  accounts  left  to  a  spouse  get 
more  lenient  treatment.)  IRA  expert 
Seymour  Goldberg  of  Garden  City, 
N.Y.  says  he  has  stopped  four  large 
banks  and  brokers  on  the  verge  of 
changing  names  in  the  last  few  years: 
"I've  seen  some  near  disasters." 

What  is  the  sponsor  supposed  to 
do?  He  should  record  the  owner  of 
the  account  as  "Fred,  deceased,  for 
the  benefit  of  Joe." 

4.  Do  you  allow  an  ira  owner  all 
the  legal  options  on  the  life  expectancy 
formula?  The  formula  is  used  to 


determine  the  minimum  withdrawals 
you  must  make  every  year  beginning 
when  you  turn  70!^. 

You  have  two  basic  options:  term 
certain  (a  fro/en  life  expectancy)  and 
recalculation  (a  moving  target).  For 
example,  if  you  and  your  spouse  arc 
both  70,  term  certain  means  that  the 
IRA  has  a  fixed  20-year  life.  If  you 
have  $200,000  in  the  account,  you 
have  to  take  out  at  least  $10,000  the 
first  year.  No  matter  how  long  you 
live,  the  last  dollar  must  come  out  by 
the  year  2016. 

With  recalc,  you  refigure  your  life 
expectancy  every  year,  and  therefore 
you    cannot  outlive 
your  IRA. 

Now  here's  where  it 
gets  messy.  IRS  rules 
allow  you  to  choose 
one  option  for  both 
partners,  or  a  different 
method  for  each. 
Unless  you  can  predict 
which  spouse  will  die- 
first,  the  best  choice 
usually  is  to  plug  into 
the  formula  a  recalcula- 
tion for  the  owner  but 
a  fixed  life  span  for  the 
spouse.  For  more- 
details  on  how  this 
hybrid  life  expectancy 
works,  check  out  the 

Forbes    Web  site 

(http://www. 
forbes.com/forbes/ 
061796/lauraira.htm) 
and  seek  expert  help. 

Meanwhile,  find  out 
if  your  IRA  sponsor  is 
going  to  put  up  road- 
blocks. Many  sponsors, 
among  them  Citibank,  Schwab  and 
the  American  Funds  family,  either 
don't  allow  the  hybrid  method  or 
make  it  hard  to  select. 

5.  My  son  Joe  is  going  to  inherit  my 
IRA.  If  he  becomes  dissatisfied  with 
your  service,  will  you  make  a  sponsor- 
to-sponsor  transfer  of  the  account  to 
another  fund  family?  Some  sponsors 
may  insist  on  simply  sending  Joe  a 
check.  If  that  happens,  poof!  No 
more  tax  shelter. 

We  asked  Fidelity  its  policy  on  this. 
Its  answer:  No  comment.  Anybody 
out  there  know  whether  Fidelity  will 
relinquish  an  inherited  IRA?  Send  E- 
mail  to  lsaunders@forbcs.com. 
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1  Year 
5  Year 
10  Year 
26  Year* 


Every  investor  knows  the  stock 
market  fluctuates.  And  if  you  keep 
up  with  the  financial  news,  you've 
been  reading  a  few  unsettling 
headlines  lately. 

So  how's  a  smart  investor 
supposed  to  stay  cool? 

Think  long  term.  Remember, 
over  the  long  haul,  the  stock  market  has  been 
the  way  to  make  money. 

And  over  the  long  haul,  so  has  Janus  Fund. 

With  a  26-year  track  record,  Janus  Fund 


Janus  Fund 


Average  Annual  Total  Returns  for 
the  Period  Ended  June  30, 1996 


22.67% 
15.3696 
14.64% 
16.6796 


-Since  inception,  2/70 


And  not  doing  badly  in  down  markets, 
either.  Check  the  numbers:  they 
ought  to  calm  your  market  jitters. 

Founder  Tom  Bailey  and  Janus 
Fund  manager  Jim  Craig  have 
taken  a  cautious,  researched 
approach  to  growth  investing. 
Their  objectives  are  long-term 
growth  and  preservation  of  capital.  It's  working 
today  for  over  800,000  investors. 

You  don't  have  to  jump  every  time  you  read 
a  bumpy  market  forecast.  Janus  Fund  investors 


has  a  history  of  taking  advantage  of  up  markets,    tend  to  just  smile,  and  turn  the  page 


rket  jitter 


re  no  reason 
o  get  the  shake 

Start  to  think  big. 


Gall  1-800-525-8983  ext.  414 


Call  or  send  for  a  prospectus  containing  more  complete  information,  including  expenses. 
Please  read  all  the  materials  carefully  before  you  invest  or  send  money.  Write  to 
Janus  Funds,  PO.  Box  173375,  Denver,  CO  80217-3375.  Or  visit  our  Web  site  at 
http://networth.galt.com/janus. 


ONESOURCE 


FROM  SCHWAB 


1-800'5-NO-LOAD 

FORB  414 


Past  performance  does  not  guarantee  future  results.  Your  return  and  principal 
value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 


Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE, 
provides  recordkeeping  and  shareholder  services  for 
shares  purchased  through  its  Mutual  Fund  OneSource." 
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19%  has  been  a  very  good  year.  Recently,  J.D.  Power  and  Associates  ranked  Lexus  as  one  of  the  Best  Overall  Nameplates 
in  their  Sales  Satisfaction  Study.*  In  their  Initial  Quality  Study,  the  Lexus  ES300  and  the  Lexus  Coupe  were  each  ranked 
best  model  in  the  entrj  luxury  and  premium  luxury  classes  respectively.  And  as  if  that  weren't  enough.  Lexus  was  the 
leading  carline  and  the  LS400  was  ranked  as  one  of  the  best  car  models  in  their  Vehicle  Dependability  Study.  Quite 

©1996  Una,  1  Dimim  Of  Toyota  Motor  Sato,  V.S.A.,  Inc.  '1996  Sab*  Saiis/action.  tied  for  Bat  Overall  Nameplale.  "199b  Vehicle  DepmdabilU)  Study"  lied  for  Best  Car  Model  Veuu  reminds  you  lo  uearseok 


man  Any  Other  Carline.  GuessThat  Pursuit  Thingls  faying  OIF. 

impressive  when  you  consider  lhal  alter  only  seven  short  years  ol  existence,  Lexus  now  has  in  its  possession  more  prestigious 
J.I).  Power  and  Associates  Awards  than  anv  other  carline;  even  those  that  have  been  around  for  close  to  100  years.  Perhaps 
proving  thai  hard  work  dors  indeed  have  its  rewards.  Twenty  lour  ol  them,  to  he     x^^x  ^ 
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•xact.  For  more  information,  visit  us  at  http://www.lexus.com  or  call  800-1  ISA  LEXUS. 


The  Relentless  Pursuit  Of  Perfection. 
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Never  mind  investing-— you  want  to  bet 
on  the  stock  market's  direction.  Here's  how 
you  can  use  mutuai  funds  for  rank  speculation. 

Gambling  with 
mutual  muds 


By  James  M.  Clash 

You're  an  investment  extremist — 
that  is,  you  think  the  market  will 
either  top  7,000  this  year,  or  hit 
4,000.  You  want  to  bet  the  farm  on 
your  hunch.  Can  you  find  a  fund  to 
suit  your  tastes?  You  can.  There  are 
funds  that  leverage  up  their  portfolios, 
and  others  that  go  short. 

If  you  don't  like  these  funds,  you 
can  create  your  own  raging  bear  or 
raging  bull  out  of  an  everyday  fund. 
Sometimes  the  synthetic  animal  is  a 
better  deal  than  the  real  thing. 
Herein,  the  pros  and  cons  of  these 
two  ways  of  using  mutual  funds  to 
make  extreme  bets  in  the  marketplace. 

First,  bullish  strategies.  A  lot  of 
funds  reserve  the  right  in  their  char- 
ters to  buy  stocks  on  margin,  and  a 
few  make  these  bets  routinely.  One  is 
Yorktown  Classic  Value  Trust,  a  load 
fund  with  $3  million,  or  25%,  of  its 
$12  million  in  assets  margined. 
There's  also  $15  million  Merri- 
man  Leveraged  Growth. 

You  can  buy  stocks  on  margin 
yourself.  Why  have  a  fund  do 
the  dirty  work?  Three  reasons. 
One  is  diversification.  Another 
is  that  with  a  leveraged  fund  you 
have  no  risk  of  a  margin  call — 
though  the  fund  itself  might. 
The  third  is  that  many  large 
funds  can  borrow  money  a 
point  or  two  cheaper  than  you 
could  borrow.  Institutional 
clients  can  get  a  margin  loan 
these  days  at  less  than  7.5%. 
Charles  Schwab  &  Co.  charges 
its  retail  clients  8.5%  for  debit 
balances  up  to  $25,000,  less  for 
larger  borrowings. 

The  disadvantage  of  most 
leveraged  funds  is  their  steep 
expense  ratios — 2.7%  at  York- 


town,  1.7%  at  Merriman,  and  those 
don't  include  interest. 

Here's  another  option:  Buy  a  diver- 
sified fund  on  margin  through  a 
stockbroker.  Schwab  estimates  that 
10%  of  its  $5  billion  in  outstanding 
margin  loans  is  being  used  to  hold 
positions  in  funds.  Jack  White,  of  dis- 
count brokerage  Jack  White  &  Co., 
says  50%  of  his  firm's  $280  million  in 
margin  loans  went  into  funds. 

Example:  Instead  of  buying  the 
undistinguished  Yorktown  fund,  you 
use  borrowed  money  to  buy  Janus 
Fund,  a  Forbes  Honor  Roll  member 
that  is  a  little  on  the  conservative  side 
(see  story,  p.  132).  Apart  from  possible 
differences  in  interest  rates,  this  is 
cheaper.  Say  you  put  down  $10,000 
to  buy  $15,000  of  the  Janus.  Your 
effective  expense  ratio,  as  a  percentage 
of  your  equity  investment,  is  1 .5  times 
Janus's  0.86%,  or  1.3%. 


Wild  rides 

Fund 

 Total  return  

12  mos* 

2  weekst 

For  bulls 

Merriman  Leveraged  Growth 

15.4% 

-3.8% 

Premier  Strategic  Growth  A 

15.8 

-20.9 

Yorktown  Classic  Value  Trust 

-2.7 

-10.2 

For  bears 

Crabbe  Huson  Special 

4.9% 

-6.8% 

Heartland  Small  Cap  Contrarian 

27.4 

-5.4 

Lindner  Bulwark 

23.4 

0.6 

Robertson  Stephens  Contrarian 

27.0 

2.1 

Rydex  Ursa 

-14.0 

6.9 

*To  6/30:  t6/30  to  7/16. 
Source:  Morningstar,  Inc 

These  funds  actively  margin  and  short  stocks 
as  part  of  their  investment  strategies. 


You  can  put  down  as  little  as  50 
cents  on  the  dollar.  But  if  your  equity 
falls  below  30%,  you  must  cough  up 
cash  to  meet  the  margin  call. 

So  much  for  using  funds  to  make 
bullish  bets.  Suppose  you  are  con- 
vinced the  market  is  headed  down. 
How  about  shorting?  Here,  too,  bears 
can  find  either  funds  that  short  or 
brokers  that  permit  short  sales  of 
funds.  Advantage  to  having  the  fund 
do  the  shorting:  Your  potential  loss  is 
limited  to  the  amount  of  money  you 
put  into  the  fund.  Also,  the  fund  gets 
at  least  some  of  the  interest  generated 
by  the  proceeds  of  its  short  sales, 
whereas  individuals  who  short  either 
stocks  or  funds  typically  get  none. 

Alternative:  Short  a  fund.  At  Jack 
White,  you  can  short  any  of  some  30 
different  no-load  funds.  When  you 
close  out  the  position,  you  pay  a  trad- 
ing cost  of  up  to  $50,  even  if  the  fund 
is  available  for  no  transaction  fee  to 
long  buyers.  Just  as  if  you  were  short- 
ing a  stock,  you  owe  the  broker  all 
dividends  declared  on  the  fund  shares. 

Fidelity  Investments  lets  you  short 
many  of  its  sector  (Select)  funds 
through  its  brokerage  accounts.  It 
waives  the  usual  3%  load  when  you 
buy  back  the  fund  to  cover  your  posi- 
tion. However,  you  do  pay  a  transac- 
tion fee — $210  (round-trip)  for  a 
$50,000  trade,  for  example.  How 
about  die  rather  stiff  expense  ratios  on 
the  Select  funds — typically  above 
1 .4%?  These  work  in  your  favor  if  you 
are  selling  short.  The  higher  the 
expenses  raked  off  by  Fidelity, 
the  poorer  the  Select  fund 
owners  become  and  the  richer 
you  get. 

Can  you  profit  from  this  phe- 
nomenon? That  is,  can  you  use 
a  short  position  to  piggyback  on 
Fidelity's  expense  income 
stream?  Nope.  Fidelity  follows 
the  industry  practice  of  pocket- 
ing the  interest  earned  by  the 
proceeds  of  short  sales.  This 
unfortunate  aridimetic  costs  you 
5%  a  year,  more  or  less,  so  the 
expense  ratio  windfall  scarcely 
makes  you  whole. 

There  are  a  lot  of  ways  to  spec- 
ulate on  the  market's  direction, 
notably  index  futures  and 
options.  Bets  on  and  through 
mutual  funds  are  just  another 
vehicle  you  should  look  at. 
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FRANKLIN  TAX-FREE 
INCOME  FUNDS 


Protect  Your 
Hard-Earned  Investment 
Earnings  From  Taxation 

■  Are  taxes  taking  a  toll  on  your  investment 
earnings?  You  can  help  protect  those  earnings 
in  a  Franklin  tax-free  fund. 

■  Franklin  offers  a  selection  of  42  tax-free  funds. 
Many  pay  dividends  exempt  from  both  regular 
federal  and  state  personal  income  taxes,  so  you 
may  be  eligible  for  double  tax  savings.1  Franklin's 
tax-free  funds  offer: 

Monthly  Tax-Free  Income 
Professional  Portfolio  Management 
The  Potential  For  Tax-Free  Compounding 

*  By  investing  in  a  portfolio  of  tax-free  munici- 
pal securities,  you  can  continue  to  work  toward 
your  financial  goals  while  supporting  economic 
growth  in  America.n  The  funds  invest  in  securi- 
ties issued  to  finance  state  and  local  government 
operations  which  can  include  projects  such  as 
housing,  highways,  schools  and  hospitals.  This 
can  help  create  jobs  and  improve  the  standards 
of  living  in  communities  everywhere. 
m  Mail  in  the  postage-paid  card  or  call  Franklin 
today  for  a  free  brochure  on  the  tax-free  fund  for 
your  state. 

fFor  investors  subject  to  federal  or  state  alternative  minimum  tax,  all 
or  a  portion  of  these  dividends  may  be  subject  to  such  tax,  depending 
on  the  fund.  Distributions  of  capital  gains  and  of  ordinary  income 
from  accrued  market  discount,  if  any,  are  generally  taxable, 
investing  in  a  Franklin  tax-free  fund  does  not  guarantee  that  your 
financial  goals  will  be  met. 
Franklin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  tax-free  income  fund  for  my  state,  including  sales  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Franklin  shareholder. 

Name 
Address 

City/State/Zip  


Daytime  Phone 


F  R  A  Nl  K<  L  I  Nj 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 


A    Member    of   the    $145    Billion    Franklin    Templeton  Group 


You  have  a  401(k),  and  you  have  a  taxable  account. 
Which  gets  your  bonds,  which  your  stocks? 

401  (k)  tax  strategy 

By  James  M.  Clash 


Let's  say  you  are  a  conservative 
investor,  with  half  your  money  in 
stocks  and  half  in  bonds.  You  have 
half  your  money  in  a  tax-deferred 
401(k)  and  half  in  a  taxable  broker- 
age account.  Which  account  should 
get  the  bonds,  which  the  stocks? 

The  conventional  answer  has  been: 
Put  the  bonds  in  the  tax-sheltered 
account,  the  stocks  in  the  taxable 
account.  At  first  glance  that  makes 
sense.  The  current  income  from 
bonds  (about  7%)  is  higher  than  the 
current  income  from  stocks  (more 
like  2%).  The  bonds  are  more  in  need 
of  the  tax  sheltering  that  401(k)s 
offer.  By  contrast,  much  of  the  return 
from  stocks  takes  the  form  of  capital 
gains,  which  are  taxed  (federally)  at  a 
maximum  29%  rate,  including  the 
effect  of  a  deduction  penalty.  This  is 
one  argument  for  not  putting  stocks 
in  the  tax-deferred  account.  Put 
stocks  in  your  401(k)  or  IRA  and  their 
capital  gains  will  eventually  be  con- 
verted into  ordinary  income,  taxed  at 
up  to  41%. 

For  some  people,  this  convention- 
al wisdom  is  sound.  But  for  many,  it's 
the  opposite  of  good  tax  planning.  So 
says  Samuel  Beardsley,  a  tax  expert  at 
T.  Rowe  Price,  the  $56  billion 
mutual  funds  family  in  Baltimore.  He 
believes  that  bonds  should  go  in  your 
taxable  account  and  stocks  in  your 
tax-deferred  account — a  contrarian 
view.  He  came  to  this  conclusion 
after  analyzing  historical  returns  from 
growth -stock  and  bond  funds  over 
the  past  20  years. 

Could  Beardsley  be  right?  Yes,  for 
a  lot  of  investors,  although  not  all. 
Our  view  is  a  lot  less  dogmatic  than 
Beardsley's.  But  we  think  all  investors 
should  take  a  close  look  before 
instinctively  dumping  bonds  in  an  ira 
ora401(k).  Here  are  three  questions 
to  ask  yourself. 

First  key  question:  D'  u  think 
stocks  will  e  am  comfoi  more 
than  bonds  between  now  n 


you  retire?  Stocks  certainly  have  been 
the  big  winners  over  the  past  two 
decades.  The  more  stocks  outperform 
bonds,  the  stronger  the  case  for  using 
the  shelter  on  them.  You'd  be  shel- 
tering a  fatter  return,  and  that's 
where  the  benefit  of  tax-deferred 
compounding  really  adds  up.  If,  how- 
ever, bonds  do  almost  as  well  as 
stocks,  you  could  be  better  off  with 
the  bonds  in  your  sheltered  account. 

Second  big  question:  Are  you  (or 
is  your  fund)  a  trader?  If  so,  then 
your  capital  gains  from  stocks  might 
show  up  fairly  prompdy.  Unsheltered, 
those  capital  gains  will  cost  you  a 


bundle  up  front  in  taxes.  Sheltered, 
they  would  compound  at  much 
greater  rates. 

Note  that  this  is  an  important 
assumption,  and  it  doesn't  apply  to 
everyone.  If  all  your  stock  money  is 
in  an  index  fund,  then  you  won't 
have  much  in  the  way  of  taxable  cap- 
ital gains.  People  who  favor  index 
funds  for  their  stock  investing  might 
be  better  off  with  the  stockholdings 
in  their  taxable  account — that  is,  in 
following  the  conventional  wisdom. 
But  if  you  are  an  itchy-fingered 
investor — and  many  of  us  are — the 
case  is  strong  for  putting  stocks  in 


your  401(k). 

Third  question:  Are  you  willing 
and  able  to  substitute  a  portfolio  of 
individual  stocks  for  the  stock  fund, 
and  to  use  tax-minimizing  strategies 
on  that  portfolio?  Among  the  tax 
strategies  that  could  change  your 
effective  returns:  using  appreciated 
stock  for  charitable  donations;  leav- 
ing appreciated  stock  in  your  estate 
so  it  escapes  capital  gains  taxes;  selec- 
tively culling  your  stock  portfolio  in 
order  to  realize  deductible  losses 
while  letting  your  winners  ride.  You 
can  use  these  strategies  only  if  the 
stocks  are  in  a  taxable  account. 

In  summary:  If  you  think  stocks 
will  beat  bonds  over  the  long  haul,  if 
you  prefer  actively  managed  funds 
that  have  a  history  of  paying  out  cap- 
ital gain  distributions  and  if  you  are 
not  about  to  manage  your  own  port- 
folio, then  take  Beardsley's  advice. 
Hold  your  stock  funds  in  your  tax- 
sheltered  account.  You  should  do  this 
whether  you  are  in  a  low  or  a  high 
tax  bracket.  If  you  are  in  a  high  tax 
bracket,  use  municipal  bonds  for  the 
taxable  account. 

But  what  if  stocks  don't  beat 
bonds  widely,  as  they  have  since 
1976?  And  if  you  use  an  index  fund? 
We  did  our  own  analysis,  assuming 
you  put  half  your  money  in  an  index 
fund  earning  9%,  most  of  that  from 
unrealized  appreciation,  and  half  in  a 
bond  fund  earning  7%.  Our  conclu- 
sion: For  any  holding  period  up 
through  58  years,  you're  better  off 
putting  the  bonds  in  the  sheltered 
account.  (If  you  have  spreadsheet 
software,  you  can  try  your  own 
assumptions  by  downloading  our 
formulas  from  our  Web  site,  which  is 
http://www.forbes.com/extra/. ) 

Complicated?  Maybe,  but  it's  your 
retirement  that's  at  stake.  So  stop  and 
think  these  things  through.  Says 
Beardsley:  "Even  if  you  don't  agree 
with  our  findings,  it's  clear  that  the 
previous  logic  is  suspect."  MM 
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Most  multi-function  machines 
are  nothing  more  than 
souped-up  fax  machines. 


Ours  is 
a  souped-up  fax  machine, 
a  souped-up  scanner, 
a  souped-up  printer, 
and  a  souped-up  copier. 


the  new  Mita  A  F- 1 200 


Multi-function  machines  are  often 
just  ordinary  fax  machines  with  added 
features-using  inferior  technologies 
like  inkjet  printing.  Besides  poor  quality, 
we're  talking  minutes  per  copy  instead 
of  copies  per  minute. 

Then  there's  the  built-from-scratch 
Mita™  AF-1200.  In  addition  to  being  a 
terrific  plain-paper  laser  fax,  the  AF-1200 
is  also  a  digital  copier  capable  of  12 
copies  per  minute.  And  it's  a  400  dpi 
scanner.  And  a  400  dpi  laser  printer  that 
performs  at  12  pages  per  minute.  You 
can  settle  for  a  souped-up  fax  machine. 
Or  you  can  have  all  your  office  machines 
souped-up.  Call  1-800-ABC-MITA. 

Faxscanorintcopv  f//l'fo\ perfected  it. 


I  DAD  VDuJZl 


As  if  6,007  funds  were  not  enough,  every  tailor,  tinker 
and  candlestick  maker  wants  to  get  into  the  business. 

Start  your  own  fund 


By  Thomas  Easton 


Bernard  Klawans,  fund  manager  and  fund  mentor 

Only  in  America:  Anybody  can  be  an  SEC-registered 

money  manager.  Anybody. 


Let's  see.  Fidelity's  Magellan  Fund 
has  $54  billion  in  assets,  and  it  collects 
a  0.73%  fee  for  picking  stocks.  That's 
$394  million  a  year.  Nice  work  if  you 
can  get  it.  How  do  you  get  it?  Just 
start  a  fund.  If  you  get  lucky,  your 
stocks  go  up,  you  get  written  up 
somewhere  and  the  assets  roll  in.  You 
wouldn't  even  need  $54  billion.  One 
billion  would  do  nicely.  And  you  can 
pick  stocks  in  your  spaa-  time. 

There  are  too  many  Walter  Mittys 
out  there  with  dreams  like  this  one. 
We  know,  because  the  Investment 
Company   Institute   tracks  6,007 
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funds,  which  is  about  100  times  as 
many  as  the  country  needs.  Also, 
because  Bernard  Klawans'  newest 
business  is  thriving. 

When  we  first  dropped  in  on 
Klawans  in  his  Valley  Forge,  Pa.  home 
ten  years  ago,  this  motel  owner  and 
retired  aerospace  engineer  was  run- 
ning the  quirky  Valley  Forge  Fund  as 
a  sideline.  What  distinguished  the 
fund  is  that  Klawans  did  almost  all  the 
work  himself,  including  securities  cus- 
tody and  daily  pricing. 

Well,  Klawans  still  has  the  fund  and 
he  has  a  new  sideline:  training  people 


(for  a  fee  of  $500)  to  start  and  run 
their  own  funds.  Does  it  bother  them 
that  Klawans'  record  as  a  money  man- 
ager is  not  so  hot?  Out  of  almost  500 
domestic  diversified  equity  funds  with 
ten-year  records,  Valley  Forge  ranks  in 
the  bottom  5%,  according  to  Morn- 
ingstar.  Evidently  it  doesn't  bother  his 
clients.  So  far  more  than  200 
wannabes  have  trooped  down  to 
Valley  Forge  for  tutorials. 

Maybe  there's  a  certain  logic  to  it. 
If  this  clunker  can  keep  a  fund  going, 
they  may  be  thinking,  surely  I  can, 
especially  with  Klawans'  thriftiness: 
$8,250  in  expenses  to  open,  less 
annually  to  run  (six-figure  costs  are 
the  norm).  An  early  visitor,  Anthony 
Selius,  was  too  busy  running  a  metals 
casting  plant  in  New  Jersey  to  open  a 
publicly  offered  fund.  Now  retired  to 
Hendersonville,  N.C.,  Selius  has  more 
time  on  his  hands.  He  is  going  to 
convert  an  investment  partnership 
with  20%  annual  gains  into  a  full- 
fledged  fund.  There  are  few  things  as 
satisfying  as  making  money  in  the 
market,  he  notes,  and  "over  the  past 
few  years,  it's  been  hard  not  to  do." 

There  are  plenty  of  would-be  Peter 
Lynches.  Javed  Latef,  53,  the  former 
manager  of  the  shabby  midtown-Man- 
hattan  Roosevelt  Hotel,  opened  the 
Hudson  Investors  Fund  in  August 
1994.  Its  theme:  no  investment  in  any- 
thing providing  alcohol,  tobacco,  illic- 
it drug  paraphernalia,  pornography, 
violence,  gambling  or  banking,  all  of 
which  were  available  in  perhaps  too  much 
abundance  in  midtown  Manhattan. 

Leonid  Polyakov,  37,  a  Russian 
emigre  who  works  as  a  business  ana- 
lyst at  Alltel  Information  Services 

"Worry  about  competing 
with  Fidelity?  It  should 
worry  about  competing 
with  me." 
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idividual  Investor  7/96  issue  Based  on  the  performance  of  Founders'  9  no-load  stock  funds  for  the  1-year  oenod  ended  5/2/96  The  Standard  &  Poors  500  (S&P  500)  ndex  is  an  unmanaged 
dex of  common  st  ck ;  considered  representative  of  the  broad  market.  You  cannot  invest  in  this  index.  Performance  figures  include  change  in  share  price  and  reinvestment  of  dividends  and 
p  a  ga  n  ™s  rS  of  future  results.  Investment  return  and  principal  value  wui  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth 

lore  or  less  than  their  original  cost  Please  read  tile  prospectus  carefully  before  you  invest  or  send  money.  It  contains  more  complete  information,  including  management  fees  and  expenses, 
ounders  Funds  is  a  registered  trademark  of  Founders  Asset  Management,  Inc.  ©  1996  Founders  Asset  Management,  Inc.,  Distributor. 
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during  the  day,  attends  nyu's  business 
school  at  night.  He  plans,  in  whatev- 
er hours  are  left  in  the  day,  to  start  a 
fund  specializing  in  Internet-related 
businesses.  "  The  Internet  is  like  the 
railroad  was  in  the  1800s,"  opines 
Polyakov.  Gould,  Hill,  Harriman,  and 
now  Polyakov?  "I  like  the  way  you 
think,"  he  says. 

Since  October  Aristides  Matsis,  55, 
has  run  his  $300,000  East  End  Capi- 
tal Appreciation  Fund  from  a  one- 
bedroom  rent-stabilized  apartment  on 


Growth  in  mutual  funds  over  the  last  16  years 
It  continues. 


Aristides  Matsis, 
at  home  in 
New  York  City 
Headquarters  of 
the  East  End 
fund  family,  and 
bedroom  of 
one-third  of  its 
shareholders. 


Manhattan's  West  End  Avenue.  He 
couldn't  call  his  fund  the  West  End 
Capital  Appreciation  Fund  because 
someone  had  already  taken  that  name. 

In  the  1960s  and  1970s  Matsis 
managed  steakhouses  and  a  pizza 
parlor.  He's  glad  to  be  out  of  those 
rackets,  he  says.  Every  month  in  the 
restaurant  business  you  have  to  pay 
rent,  insurance  premiums  and  food 
bills,  while  lacing  potential  disaster 
because  of  no-show  employees  or  no- 
show  customers.  "It's  nonstop 
abuse,"  Matsis  sighs. 

The  East  End  Fund  is 
up  8.5%  this  year,  after 
having  been  up  more 
than  50%  in  May.  Quite  a 
comedown,  but  it  still 
beats  Magellan.  "Why 
should  I  worry  about 
competing  with  Fidelity?" 
Matsis  says.  "It  should 
worry  about  competing 
with  me."  Though  he- 
has  only  three  customers 
today  (including  him- 
self), Matsis  plans  to 
launch  bond,  growth 
and  international  funds 
soon. 

The  end  was  nigh  in 
1929  when  shoeshine 
boys  started  talking  about 
their  stocks.  Today  they'd 
be  running  a  fund.  M 
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The  all  new  6,500  nm  Gulfstream  V.® 
First  customer  deliveries  scheduled  for  later  this  year.  V 


AMERICA  NXOKKS 


America  works.  For  reasons  first  declared 
by  our  founding  fathers  on  July  4th,  1 776, 
some  220  years  ago.  At  Gulfstream,  we  hold 
dear  the  principles  this  country  was  founded 
upon  ana  we  embrace  the  American  spirit 
at  work. 

America  works  because  we  are  taught 
to  compete  fairly.  Not  to  be  discouraged 
in  the  face  of  adversity,  but  to  revel  in  a 
challenge.  Not  to  begin  a  fight.  But  to 
finish  one  —  always. 

At  Gulfstream,  we  rally  for  a  fair  fight. 
Our  competition  has  made  us  better, 
stronger,  more  productive.  Every  day,  all 
over  the  world,  Gulfstream,  along  with  a 
host  of  other  American  companies,  has  to 
compete  against  government  subsidized 
foreign  entities.  Still,  we  have  prospered 
mightily.  The  legendary  Gulfstream  IV-SP 
continues  to  be  the  leading  large  cabin, 
intercontinental  jet  in  the  world.  And 


orders  for  the  revolutionary  6,500  nm 
Gulfstream  V  stretch  to  the  end  of  this 
century.  The  result  is  not  merely  world 
market  dominance,  but  global  leadership. 

America  works  because  we  have  a  will 
not  just  to  succeed.  But  to  lead.  To  forge 
new  trails.  To  pioneer  new  technology.  To 
fly  higher.  Go  farther.  Set  new  standards. 

Since  we  rolled  out  the  inaugural 
Gulfstream  I  in  1959  —  the  first  corporate 
aircraft  of  its  type  and  size  designed  specifi- 
cally for  business  use  —  Gulfstream  has 
continued  to  set  aviation  standards  both  in 
the  U.S.  and  abroad.  Our  jets  presently  hold 
nearly  200  world-class  aviation  records. 
And  now,  with  the  amazing  results  of  our 
flight  test  program  for  the  ultra  long-range, 
large  cabin,  Gulfstream  V,  more  records  are 
sure  to  follow  shortly  —  as  are  first  deliveries 
scheduled  for  later  this  year. 

At  Gulfstream,  we  put  nearly  4,600 


Americans  to  work  every  day.  Americans 
bound  together  by  a  desire  to  achieve. 
Americans  diverse  in  heritage  and 
background,  continuously  made  better  by 
their  interaction  with,  and  influence  upon, 
one  another.  The  outcome?  A  3 5 -year  old, 
entrepreneurial  success  story.  A  company 
with  the  long-standing  reputation  of 
consistently  producing  one  of  the  world's 
finest  products. 

Only  in  America  could  the  Gulfstream 
story  be  a  reality.  Only  in  America. 

For  information  on  the  legendary  Gulfstream  IV-SP, 
or  to  request  our  new  54-page  brochure  on  the 
revolutionary  Gulfstream  V,  contact  Bill  Boisture, 
President,  Gulfstream  Aircraft  Incorporated,  P.O.  Box 
2206,  MS  B-02,  Savannah,  GA  iW2>2206  or  call, 
(912)  965-5555. 

Gulfstream 
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These  carefully  selected  funds  deliver  good  bottom-line  results, 
yet  are  conservative  enough  to  hold  up  well  in  bear  markets. 

The  Honor  Roll 


By  Stephen  S.  Johnson 

It  takes  three  things  to  get  a  fund  on  the  Forbes 
Honor  Roll:  performance,  preservation  of  capital  and 
continuity  of  management.  Many  funds  can  meet  one  or 
two  of  these  criteria.  A  precious  few  deliver  on  all  three. 

Our  performance  rule  is  this:  A  fund  has  to  turn  a 
hypothetical  $10,000  invested  on  July  31,  1984  into  at 
least  $43,000  today.  That's  after  taxes  (for  someone  in  an 
upper-middle-income  bracket)  and  sales  commissions. 

The  capital  preservation  rating  is  based  on  Forbes 
grades.  Honor  Roll  members  must  have  earned  a  B  grade 
or  better  in  down  markets,  placing  them  among  the  top 
45%  of  all  funds. 

(For  an  explanation  of  our  grading  system,  see  p.  148.) 

Performance  alone  is  an  easy  hurdle  in  a  bull  market: 
Just  buy  high-multiple  growth  stocks.  That's  how  tbhg 
Growth  Fund  and  Twentieth  Century  Giftrust  top  the 
charts  for  raw  performance  over  the  past  ten  years.  Nei- 
ther can  be  found  on  this  page.  Why?  Because  these  funds 
don't  hold  up  well  in  a  bear  market.  They  were  both  off 


13.8%  and  20.5%,  respectively,  in  the  brief  correction  of 
early  July.  We  haven't  had  an  extended  bear  market  since 
1973-74,  but  if  we  get  one,  an  aggressive  growth  fund 
could  cut  a  hole  in  your  net  worth  that  would  take  a  long 
time  to  repair. 

The  continuity  of  management  rule  aims  to  insure  that 
the  money  manager  responsible  for  the  performance  is 
still  around.  Fidelity  Magellan  has  a  terrific  record,  but 
Peter  Lynch  isn't  running  the  fund  anymore.  Just  what 
does  the  record  mean  to  a  new  investor?  Something,  but 
not  a  lot. 

To  be  considered  for  the  Honor  Roll,  a  fund  must  have 
a  stock  picker  who  has  been  at  the  helm  for  at  least  five 
years.  We  hold  team  arrangements  to  the  same  test:  Mem- 
bers must  have  an  average  tenure  of  five  years,  with  a  max- 
imum credit  of  ten  years  given  for  any  member.  That 
knocks  off  iai  Regional,  an  otherwise  excellent  fund  whose 
managers  average  only  two  years.  The  continuity  of  man- 
agement rule  does  not  apply,  however,  to  index  funds. 


Performance  Fund/distributor 

Maximum  cumulative  loss 

Lead  manager  (years)  Average 

UP  DOWN 

%  period 

annual 

—markets — 

total  return1 

A 

B 

Fidelity  Contrafund/Fidelity  Distributors  Corp 

-34.2  % 

8/87  to  11/87 

Will  Danoff  (6) 

20.0% 

A 

B 

Berger  One  Hundred/Berger  Associates 

-23.2 

6/90  to  10/90 

Rodney  Linafelter  (6) 

17.1 

B 

B 

Dodge  &  Cox  Stock  Fund/Dodge  &  Cox 

-25.8 

8/87  to  11/87 

Multiple  managers  (6)5 

17.2 

B 

B 

Davis  New  York  Venture-A/Davis  Selected  Advisers 

-25.9 

8/87  to  11/87 

Multiple  managers  (5)5 

18.7 

B 

A 

IDS  New  Dimensions-A/American  Express  Financial  Advisors 

-24.5 

8/87  to  11/87 

Gordon  Fines  (6) 

18.2 

B 

B 

Vanguard  lndex-500  Portfolio/Vanguard  Group  of  Investment  Cos 

-29.8 

8/87  to  11/87 

George  Sauter  (9) 

16.1 

B 

B 

T  Rowe  Price  International  Stock/T  Rowe  Price  Associates 

-24.5 

8/87  to  11/87 

Martin  Wade  (10)s 

15.0 

C 

B 

Dreyfus  Appreciation  Fund/Dreyfus  Service  Corp 

-30.1 

9/87  to  11/87 

Russell  Hawkins  (6) 

15.1 

C 

A 

Mutual  Series-Beacon/Heine  Securities 

-20.0 

9/87  to  11/87 

Michael  Price  (11) 

16.1 

C 

A 

Franklin  Growth  Fund-!/Franklin/Templeton  Distributors 

-17.2 

8/87  to  11/87 

Multiple  managers  (7)5 

15.2 

B 

A 

Clipper  Fund/Clipper  Fund 

-23.2 

8/89  to  10/90 

Multiple  managers  (10)5 

16.2 

B 

B 

United  Income  Fund-A/Waddell  &  Reed 

-20.2 

5/90  to  10/90 

Russell  Thompson  (17) 

16.7 

B 

B 

Dean  Witter  American  Value/Dean  Witter  Reynolds 

-24.9 

8/87  to  11/87 

Anita  Kolleeny  (9) 

15.8 

C 

B 

Washington  Mutual  Investors/American  Funds  Group 

-25.3 

8/87  toll/87 

Multiple  managers  (6)5 

16.2 

C 

A 

Janus  Fund/  :  pital 

-18.6 

8/87  to  11/87 

James  Craig  (10) 

15.9 

C 

B 

Dean  Witter  Di         ^rowth/Dean  Witter  Reynolds 

-23.3 

8/87  to  11/87 

Paul  Vance  (15) 

15.1 

C 

B 

Gradison-McDonald  Established  Value/Gradison  Mutual  Funds 

-21.7 

8/89  to  10/90 

Multiple  managers  (10)5 

15.0 

B 

A 

New  Perspectiv              can  Funds  Group 

-23.7 

9/87  to  11/87 

Multiple  managers  (8)5 

14.9 

'For  domestic  funds:  from  7/31/84  to  7/16/96  before  ,     jnd  'axes.  For  T;  Rowe  Price  International  and  New  Perspective:  from  3/31/84  to  6/30/96.  Value  on  7/16/96  of  $10,000  invested  7/31/84.  after  load 

and  taxes.  Assumptions:  Hypothetical  investor  has  $1  [  ime  in  constant  1984  dollars,  deductions  equal  to  20%  of  income— 15%  after  1986— and  four  exemptions.  Loads  applied  at  6/30/96  rate. 

'Average  of  price/earnings  ratios  for  stocks  in  portfolio  b  reentry  available  information,  weighted  by  size  of  holding  'Lesser  of  security  sales  or  purchases,  divided  by  average  net  assets 
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The  management  tenure  test  is  hard  on  many  funds, 
particularly  in  these  days  of  job-hopping  fund  stars.  Yet  it 
does  allow  for  the  old  guard  to  hand  over  the  keys  slowly 
without  dropping  off  the  Honor  Roll.  Watch,  for  exam- 
ple, what  occurs  with  Michael  Price's  Heine  Securities' — 


to  be  purchased  by  the  Franklin  Group — esteemed 
Mutual  Series  funds.  If  he  names  an  apprentice  as  coman- 
ager  and  then  stays  on  for  five  years,  the  team  average  will 
never  drop  below  our  minimum. 

As  always,  we  eliminate  funds  that  are  not  open  to  new 
investors.  Fund  junkies  are  impressed  that  the  Sequoia 
Fund  has  produced  excellent  returns,  but  for  the  past  14 
years  there  hasn't  been  a  thing  you  could  do  with  the 
information,  since  it  won't  accept  new  shareholders.  We 
also  exclude  sector  funds,  whose  success  may  be  more  a 
function  of  the  industries  in  which  they  invest  than  a  man- 
ager's stock-picking  prowess.  But  for  this  rule,  Vanguard's 
Special  Health  Care  and  utility  specialist  Flag  Investors 
Telephone  Income-A  would  have  been  contenders.  We 
also  exclude  closed-end  funds,  such  as  the  top-perform- 
ing Bergstrom  Capital;  it  will  be  ranked  in  our  closed- 
end-hind  survey  in  the  Sept.  9  issue. 

If  you  are  going  to  shop  for  a  hind  from  this  list,  avoid 
paying  a  sales  load.  That  means  either  confining  your 
search  to  one  of  the  nine  no-loads  here  or  seeing  if  there 
is  a  way  to  get  one  of  the  load  hinds  without  paying  the 
full  freight.  Some  hinds  reduce  the  load  to  a  negligible 
percentage  for  very  large  purchases;  others  waive  it  for 
iras  and  401  (k)s;  still  others  waive  it  for  transfers  from 
another  load  fund. 

Also  look  at  the  Best  Buy  tables  (beginning  on  p.  123)  where 
low  costs  figure  equally  with  performance  in  the  rankings. 

This  year's  Honor  Roll  includes  a  repeat  appearance  of 
Vanguard's  Index- 500  fund,  which  also  makes  our  Best 
Buy  list.  nw 


Hypothetical        Assets         Weighted        Median        Maximum       Annual        Portfolio  Fund  (consecutive  years  on  Honor  Roll) 

investment        6/30/96         average      market  cap        sales         expenses  turnover" 
results2  ($mil)  P/E3  ($bil)  charge        per  $100 


$70,568 

$19,641 

18.5 

$10.4 

3.00  % 

$0.98 

223% 

Fidelity  Contrafund 

55,620 

2,105 

21.1 

9.9 

none 

1.44 

114 

Berger  One  Hundred 

53,951 

1,694 

14.3 

15.0 

none 

0.60 

13 

Dodge  &  Cox  Stock  Fund  (4) 

52,620 

2,576 

16.4 

14.3 

4.75 

0.87 

15 

Davis  New  York  Venture-A  (4) 

51,821 

6,386 

20.6 

23.7 

5.00 

0.93 

54 

IDS  New  Dimensions-A 

50,046 

23,674 

17.3 

28.4 

 s 

0.20 

4 

Vanguard  lndex-500  Port  (2) 

49,176 

8,309 

25.7 

7.4 

none 

0.91 

18 

T  Rowe  Price  Intl  Stock  (7) 

47,337 

605 

17.0 

38.0 

none 

0.92 

5 

Dreyfus  Appreciation  Fund 

47,330 

4,395 

12.5 

5.0 

none 

0.72 

73 

Mutual  Series-Beacon  (4) 

47,198 

988 

18.6 

13.8 

4.50 

0.90 

1 

Franklin  Growth  Fund-I 

45,894 

465 

14.2 

21.5 

none 

1.08 

35 

Clipper  Fund 

45,803 

4,376 

17.2 

19.6 

5.75 

0.84 

18 

United  Income  Fund-A  (8) 

44,399 

2,836 

20.3 

12.5 

5.00' 

1.61 

256 

Dean  Witter  American  Value 

44,210 

21,632 

15.6 

20.8 

5.75 

0.66 

23 

Washington  Mutual  Investors  (2) 

43,790 

14,344 

15.6 

11.2 

none 

0.84 

125 

Janus  Fund 

43,683 

10,519 

17.1 

23.1 

5.00' 

1.31 

10 

Dean  Witter  Dividend  Growth  (2) 

43,521 

379 

16.8 

3.4 

none 

1.15 

18 

Gradison-McDonald  Established  Value 

43,188 

11,123 

21.1 

111 

5.75 

0.83 

22 

New  Perspective  Fund  (3) 

Average  tenure  of  managers,  with  ten  years'  maximum  credit  for  each.  'Annual  $10  maintenance  fee.  Includes  back-end  load  that  reverts  to  the  distributor. 
Sources:  Forbes;  Upper  Analytical  Services,  Morningstar,  Inc 
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Many 


HAPPY  RETURNS 

Average  annual  total  returns  for  periods  ending  (fya4)6 


Fund 

One  Year 

Situ  e  Inception 

Montgomery  Asset  Allocation  Fund 

23.92% 

27.22% 

Montgomery  Global  Opportunities  Fund 

28.64% 

15.15% 

9/30/93 

Montgomery  Growth  Fund 

24.85% 

29.17% 

9/30/93 

Montgomery  Equity  Income  Fund 

24.56% 

22.34% 

9/30/94 

Montgomery  International  Growth  Fund 

2758% 

27.58% 

7/3/95 

Montgomery  Small  Cap  Opportunities  Fund 

N/A 

31.67%* 

12/29/95 

Montgomery  Select  50  Fund 

N/A 

3775% 

9/29/95 

investors  should  note  that  performance  is  based  on  a  limited  time. 


The  recent  bull  market  has 
been  very  good  to  a  lot  of 
investors — and  very,  very  good 
to  Montgomery  investors. 

From  domestic  to  international,  stocks- 
only  to  stocks-and-bonds, 

S these  no-load  funds 
from  Montgomery  have 
'T^50""^"    performed  consistently^ 
1-800-5-NO-LOAD    well  from  day  one. 


In  keeping  with  our  "Invest  Wisely" 
philosophy,  we  remind  you  that  short- 
term  results  (even  spectacular  ones) 
are  less  important  than  a  fund's  long- 
term  strategies. 

To  learn  about  our  strategies,  ask  us 
for  a  prospectus  by  phone  or  on  the  Web: 


800)572-3863 

www.xperts.montgomery.com/1 


The  Montgomery  Funds 

Invest  wisely:- 

All  Montgomery  Jimdi  are  1 00%  no-load  with  a  $1,000  minimum  initial  investment.  Investments  in  smaller  capitalization  stocks 
involve  spinal  risks.  Fatrign  investing  involves  special  risks  including  currency  fluctuations  and  political  and  economic  uncertainty.  Past 
performance  is  no  guarantee  of  future  results.  Return  and  principal  value  of  an  investment  will  fluctuate  so  that  your  shares,  when 
redeemed,  may  he  worth  more  or  less  than  their  original  cost.  For  complete  information  including  charges  and  expenses,  call  for  a 
prospectus  to  read  carefully  before  investing.  Montgomery  Securities,  Distributor  (~j/g6) 

Charles  Schwab  Co.,  Inc..  Member  SIPC/MSE,  provides  recordkeeping  and  shareholder  services  for  shares  purchased  through  its 
Mutual  Fund  OncSoune: 


FUND  SURUEY 


Best  Buys 


By  James  M.  Clash 

Two  schools  of  thought  battle  for  the  attention  of  fund 
investors.  One  school,  which  we  will  call  the  Fidelity 
school,  focuses  on  performance.  This  school  says  you 
should  get  a  hind  with  a  strong  performance  record.  The 
other — call  it  the  Vanguard  school — focuses  on  costs:  Buy 
cheap  management — why  pay  for  performance  when  few 
managers  beat  the  market  anyhow? 

There's  a  degree  of  validity  to  both  approaches.  We  com- 
bine the  two  in  our  unique  Best  Buy  rankings,  displayed  on 
pages  124  through  129.  We  select  excellent  funds  that 
combine  superior  results  with  below-average 
expenses  and  sales  commissions. 

If  only  you  could  invest  going  back 
wards,  the  Fidelity  school  often  wins 
the  day.  The  reported  performance, 
after  all,  is  net  of  management  fees  and 
overhead  costs.  A  hind  that  netted  20%  after 
a  5%  deduction  for  expenses  would  be  a 
better  buy  than  a  fund  that  netted  19% 
after  1%  in  expenses. 

But  as  fund  prospectuses  always  tell  you, 
past  performance  is  no  guarantee  of  future 
results.  Let's  face  it,  hot  fund  managers  come  and 
go.  Or  fizzle.  Look  at  Jeffrey  Vinik,  the  once-hot  man- 
ager of  Fidelity  Magellan.  So  do  whole  sectors  of  the 
market,  or  styles  of  investing.  Technology  hinds  were  up 
on  average  39.8%  last  year,  but  are  down  2.4%  from  Jan.  1 
through  July  31  this  year.  As  the  statisticians  put  it,  per- 
formance tends  to  regress  toward  the  mean. 

Fund  expenses  are  something  else.  There,  past  behavior 
is  an  extremely  good  guide  to  future  behavior.  There's  a 
very  good  chance  that  the  past  decade's  expensive,  hot 
fund  will  become  the  next  decade's  expensive,  average 
fund.  In  a  world  in  which  you  have  to  invest  going  for- 
ward, expenses  matter  a  lot. 

With  this  reality  in  mind,  our  Best  Buy  rankings  marry 
two  numbers.  One  measures  a  hind's  performance  relative 
to  that  of  its  peers.  This  number  is  risk-adjusted:  More  is 
expected  of  a  volatile  fund  than  a  stable  one.  The  other 
measure  compares  a  fund's  cost  of  ownership  (annual 
expense  ratio  plus  a  fifth  of  the  upfront  load )  to  the  cost 
of  its  peers. 

In  junk  bond  funds  and  stock  funds,  a  good  man 
ager  can  sometimes  earn  his  keep  with  superior 
security  selection.  For  those  funds,  we  weight  cost 
and  risk-adjusted  performance  equally.  But  for 
other  bond  funds  we  weight  cost  more  heavi- 
ly than  past  results — twice  as  heavily  for 
global  bond  funds,  three  times  as  heavily 
for  the  remaining  bond  funds.  It's 
simply  a  lot  harder  for  a  manager  to 
distinguish  himself  here;  your  results 

(I 
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from  a  high-grade  bond  fund  are  almost  entirely  a  function 
of  where  it  sits  on  the  maturity  spectrum  and  whether 
interest  rates  go  up  or  down. 

Within  each  Best  Buy  category  we  list  hinds  in  descend- 
ing order  of  their  composite  cost/performance  score.  Van- 
guard's frugality  makes  it  a  winner  in  fixed  income;  this 
year  its  cheapskate  stock  indexes  make  it  a  winner  in  equity 
as  well,  edging  out  second-place  Fidelity.  ■ 
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FUND  SURVEY 


U.S.  equity  funds 


What  do  you  look  at  first  in  picking  a  stock  fund — past 
performance  or  cost?  In  these  Rest  Buy  rankings  you  see 
the  two  factors  together.  For  performance  we  calculate  a 
risk-adjusted  return  over  the  past  five  years.  For  cost  we 
add  the  annual  expense  ratio  to  one-fifth  of  the  maxi 


mum  upfront  load.  Winners  are  listed  in  descending 
order  of  a  composite  score.  We  have  separate  score- 
boards for  U.S.  stock  funds,  balanced  funds  (mixing 
stocks  and  bonds),  sector  funds  and  index  funds.  For 
Best  Buy  international  stock  funds,  see  page  126. 


Performance  Fund/distributor 
UP  DOWN 
— market— 


Maximum  cumulative 

- — ^loss  

%  period 


etical  Assets 
ment  6/30/96 
resultst  ($mil) 


'■WW? 

"v 

Stock 

D 

A+ 

Lindner  Dividend  Fund-lnvestor/Ryback 

-11.1% 

8/87  to  10/87 

Eric  Ryback  (12) 

13.3% 

$29,055 

$2,293 

c 

A 

Mutual  Series-Beacon/Heine  Sees 

-20.0 

9/87  to  11/87 

Michael  Price  (11) 

16.5 

47,330 

4,395 

B 

A 

Mutual  Series-Qualified/Heine  Sees 

-20.2 

9/87  to  11/87 

Michael  Price  (16) 

16.5 

41,705 

3,785 

c 

A 

Mutual  Series-Mutual  shares/Heine  Sees 

-19.8 

9/87  to  1/87 

Michael  Price  (21) 

15.7 

40,233 

5,921 

C 

B 

Fidelity  Equity-Income  Fund/Fidelity 

-23.7 

8/89  to  10/90 

Stephen  Petersen  (3) 

15.4 

37,503 

12,331 

Fidelity  Equity-Income  Fund  ll/Fidelity 

 * 

 * 

Brian  Posner  (4) 

16.2 

 * 

14,357 

D 

A 

AARP  Growth-Growth  &  Income/Scudder 

 * 

—  * 

Multiple  managers  (7) 

14.8 

— * 

3,952 

A 

C 

Acorn  Fund/Acorn 

-26.3 

9/87  to  11/87 

Multiple  managers  (9) 

17.7 

52,247 

2,813 

■B 

B 

Fidelity  Growth  &  Income/Fidelity 

 * 

 * 

Steven  Kaye (3) 

15.3 

 * 

19,576 

■C 

A 

T  Rowe  Price  Equity  Income  Fund/Price 

 * 

 * 

Brian  Rogers  (11) 

15.0 

 + 

6,332 

■C 

B 

Vanguard/Windsor  1  I/Vanguard 

 * 

—  * 

Multiple  managers  (7) 

14.1 

 * 

13,214 

C 

A 

Scudder  Growth  &  Income  Fund/Scudder 

-23.7 

8/87  to  11/87 

Multiple  managers  (7) 

14.9 

42,469 

3,548 

Vanguard  Equity  Income  FundA'anguard 

* 

—  * 

Roger  Newell  (8) 

13.3 

1,257 

C 

A 

Lexington  Corp  Leaders  Trust/Lexington 

-28.8 

8/87  to  11/87 

Multiple  managers  (17) 

14.8 

40,733 

326 

Benham  Income  &  Growth/20th  Century 

— * 

—  * 

Steven  Colton  (6) 

14  1 

— * 

537 

Balanced 

B 

B 

Fidelity  Puritan  Fund/Fidelity 

-4.7 

1/94  to  3/94 

Multiple  managers^ 

14.9 

17,712 

17,071 

B 

A 

Fidelity  Convertible  Securities/Fidelity 

-7.9 

1/94  to  6/94 

Robert  Bertelsont 

16.3 

18,906 

1,168 

B 

C 

Dodge  &  Cox  Balanced  Fund/Dodge 

-5.1 

1/94  to  6/94 

Multiple  managers  (8) 

14.0 

17,769 

2,579 

C 

B 

Vanguard  STAR  FundA'anguard 

-5.6 

1/94  to  3/94 

Multiple  managers^ 

130 

16,593 

5,332 

A 

D 

Vanguard  Asset  Allocation/Vanguard 

-8.3 

1/94  to  6/94 

Multiple  managers  (8) 

14.3 

17,855 

2,181 

A 

D 

Vanguard/Wellington  FundA'anguard 

-6.9 

1/94  to  3/94 

Multiple  managers  (2) 

13.6 

17,333 

14,152 

B 

A 

Founders  Balanced  Fund/Founders 

-5.3 

8/94  to  11/94 

Multiple  managers  (5) 

15.7 

18,382 

223 

D 

A 

SBSF  Convertible  Securities/Key  Mutual 

-7.4 

1/94  to  12/94 

Multiple  managers  (3) 

13.3 

16,403 

73 

C 

B 

VanguardAVellesley  Income  FundA'anguard 

-7.1 

1/94  to  11/94 

Earl  McEvoy  (14) 

11.8 

15,532 

6,908 

C 

A 

Value  Line  Convertible  Fund/Value  Line 

-7.0 

1/94  to  12/94 

Multiple  managers  (1) 

14.3 

17,183 

70 

Sector 

A+ 

D 

Invesco  Strategic-Technology/lnvesco 

-44.9 

5/87  to  11/87 

Daniel  Leonard  (11) 

22.1 

70,553 

720 

A 

A 

Vanguard  Special-Health  CareAanguard 

-31.3 

7/87  to  11/87 

Edward  Owens  (12) 

16.8 

87,342 

2,198 

■D 

■A 

Fidelity  Utilities  Fund/Fidelity 

 * 

John  Muresianu  (3) 

12.7 

1,325 

A 

F 

T  Rowe  Price  Science  &  Technology/Price 

* 

* 

Charles  Morris  (5) 

23.7 

2,922 

■D 

A+ 

Invesco  Strategic-Utilities/lnvesco 

 * 

Jeffrey  Morrist 

13.2 

148 

F 

A+ 

Copley  Fund/Copley 

-15.1 

8/86  to  11/87 

Irving  Levine  (18) 

10.5 

39,135 

75 

Vanguard  Special-Utilities  IncomeAanguard 

 * 

* 

Multiple  managers  (2) 

 * 

695 

Galaxy  II— Utility  Index/Galaxy 

 * 

Murphy  van  der  veldet 

 * 

 * 

55 

Index 

B 

B 

Vanguard  lndex-500  PortfolioAanguard 

-29.8 

8/87  to  11/87 

George  Sauter  (9) 

13.2 

50,046 

23,674 

Galaxy  ;!  Large  Company  Index/Galaxy 

 * 

  * 

Murphy  van  der  veldet 

12  9 

264 

Vanguard    lex-Extended  Market/Vanguard 

* 

George  Sauter  (9) 

14.0 

1,746 

Vanguard  1  GrowthAa'-guard 

George  Sauter  (4) 

 * 

511 

Fidelity,.       index  Fund/Fidelity 

 * 

Jennifer  Farrelly  (2) 

13.0 

1,113 

■Fund  rated  foi  I  only;  n  ^ximum  allowable  grade  A.  "Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tValue  of  $10,000  investment  over  5 

years  for  balanced  id  almost  12  years  for  stock  funds  (7/31/84  to  7/16/96).  tLess  than  one  year. 
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Weighted      Median  Maximum 
average     market  cap  sales 
P/E  ($bil)  charge 


Annual  Largest 

expenses  company 

per  holding 
$100 


Portfolio 
turnover 


Risk 
level 


13.1 

$6.8 

none 

$0.61 

Noram  Energy 

30% 

very  low 

Lindner  Dividend  Fund-Investor 

12.5 

5.0 

none 

0.72 

Chase  Manhattan 

73 

very  low 

Mutual  Series-Beacon 

13.2 

6.1 

none 

0.72 

Chase  Manhattan 

76 

very  low 

Mutual  Series-Qualified 

13.7 

6.5 

none 

0.69 

Chase  Manhattan 

79 

very  low 

Mutual  Series-Mutual  Shares 

15.5 

15.4 

none 

0.68 

Philip  Morris 

39 

very  low 

Fidelity  Equity-Income  Fund 

15.9 

13.9 

none 

0.76 

British  Petroleum 

45 

very  low 

Fidelity  Equity-Income  Fund  II 

15.7 

9.7 

none 

0.70 

United  Technologies 

30 

very  low 

AARP  Growth-Growth  &  Income 

14.7 

1.2 

none 

0.57 

Advanta  Class  A 

29 

average 

Acorn  Fund 

17.3 

17.2 

none 

0.75 

Philip  Morris 

49 

low 

Fidelity  Growth  &  Income 

14.9 

17.2 

none 

0.85 

General  Electric 

21 

very  low 

T  Rowe  Price  Equity  Income  Fund 

14.9 

17.3 

none 

0.38 

Chase  Manhattan 

36 

low 

Vanguard/Windsor  II 

15.5 

12.7 

none 

0.79 

Xerox 

27 

low 

Scudder  Growth  &  Income  Fund 

16.7 

20.2 

none 

0.43 

Philip  Morris 

27 

low 

Vanguard  Equity  Income  Fund 

16.1 

40.7 

none 

0.58 

Mobil 

NA 

average 

Lexington  Corp  Leaders  Trust 

15.6 

26.2 

none 

0.67 

Bristol-Myers  Squibb 

70 

low 

Benham  Income  &  Growth 

19.2 

8.2 

none 

0.73 

Philip  Morris 

94 

average 

Fidelity  Puritan  Fund 

19.9 

10  3 

none 

0.70 

Novacare 

203 

high 

Fidelity  Convertible  Securities  Fund 

13.8 

15.5 

none 

0.57 

Dayton-Hudson 

20 

average 

Dodge  &  Cox  Balanced  Fund 

17.1 

11.3 

none 

0.39 

Vanguard  Windsor  II 

13 

average 

Vanguard  STAR  Fund 

17.2  . 

28.7 

none 

0.49 

General  Electric 

57 

high 

Vanguard  Asset  Allocation 

19.0 

19.1 

none 

0.33 

General  Electric 

24 

high 

Vanguard/Wellington  Fund 

15.8 

20.0 

none 

1.23 

Home  Depot 

286 

average 

Founders  Balanced  Fund 

16.1 

4.6 

none 

1.30 

AK  Steel  Holding 

52 

low 

SBSF  Convertible  Securities 

15.8 

14.2 

none 

0.35 

Corestates 

27 

average 

Vanguard/Wellesley  Income  Fund 

NA 

NA 

none 

1.08 

Automatic  Data  Proc 

129 

average 

Value  Line  Convertible  Fund 

21.8 

5.7 

none 

0.53 

First  Data 

191 

average 

Invesco  Strategic-Technology 

15.1 

11.0 

none§ 

0.46 

Bristol-Myers  Squibb 

13 

average 

Vanguard  Special-Health  Care 

13.8 

9.9 

none 

0.80 

GTE 

98 

low 

Fidelity  Utilities  Fund 

19.8 

4.3 

none 

1.01 

Intel 

130 

high 

T  Rowe  Price  Science  &  Technology 

12.6 

4.6 

none 

1.18 

Public  Service  of  Colo 

185 

very  low 

Invesco  Strategic-Utilities 

16.3 

3.0 

none 

1.03 

FPL  Group 

5 

average 

Copley  Fund 

14.1 

12.9 

none 

0.44 

Pinnacle  West  Cap 

35 

low 

Vanguard  Special-Utilities  Income 

15.4 

30.0 

none 

0.40 

AT&T 

5 

average 

Galaxy  ll-Utility  Index 

17.3 

28.4 

none 

0.20 

General  Electric 

4 

average 

Vanguard  lndex-500  Portfolio 

17.8 

15.0 

none 

0.40 

Chase  Manhattan 

7 

average 

Galaxy  II— Large  Company  Index 

17.6 

1.7 

0.50% 

0.25 

Berkshire  Hathaway 

15 

high 

Vanguard  Index-Extended  Market 

20.0 

35.7 

none 

0.20 

General  Electric 

24 

average 

Vanguard  Index-Growth 

17.3 

28.6 

none 

0.45 

General  Electric 

5 

average 

Fidelity  Market  Index  Fund 

§Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund  NA:  Not  applicable  or  not  available. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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International  stock  funds 


There  are  lots  of  ways  to  invest  overseas.  If  you  want  an 
all-purpose  grind,  you  can  buy  a  global  fund,  which 
mixes  foreign  and  U.S.  stocks.  But  you'll  probably  be 
better  off  buying  a  pure  U.S.  fund  and  then,  in  the  pro- 
portion you  want,  a  pure  international  fund.  For  the  lat- 
ter, select  from  the  list  of  "foreign"  funds,  which  keep 


most  of  their  assets  abroad.  Finally,  if  you  want  to  target 
regional  stocks,  purchase,  say,  a  Pacific  or  European 
fund.  Best  Buys  are  ranked  in  descending  order  of  a 
composite  score  that  equally  weights  risk-adjusted  five- 
year  performance  and  ownership  costs  (operating 
expenses  plus  a  fifth  of  the  upfront  sales  charge).  Bi 


Performance 

Fund/distributor                                Maximum  cumulative 

Lead 

5-year 

Hypothetical 

Assets 

UP 

DOWN 

-loss-  

manager 

annualized 

investment 

6/30/96 

—market— 

% 

period 

(years) 

total 

resultst 

($mil) 

return 

A 

IMHf 

UlUval 

lannc  Wnrlrlu/iHp  FiinH/laniK 

JdliUi  YVUIIUWIUC  rUllU/JallUo 

 * 

 * 

HpIppi  YnimtJ  Havp<;  (SI 

MCICII   lUUIIg  [idyco  \-J) 

21.1% 

 * 

$3  503 

■R 

■c 

1 1 Q  A  A  Inupctmpnt— PnrnprQtnnp  ^tratpov/l  KAA 

\J  Or\r\  1  1 1  VCD  III  ICI  11   v>  Jl  1 1CI  olUI  IC  0 11  aicgy/  UOnM 

 * 

 * 

Mnltinlp  manacrpr*;  (^\\ 
iyiuiulhc  iiiciiiagcio  \j) 

12.5 

 * 

1,045 

Fidelity  Worldwide  Fund/Fidelity 

_* 

_* 

Penelope  Dobkin  (6) 

14.1 

 * 

824 

■A 

■c 

Scudder  Global  Fund/Scudder 

_* 

_* 

Multiple  managers  (5) 

13.3 

 * 

1,367 

c 

A 

SoGen  International  Fund/SoGen 

-19.4% 

9/87  to  10/87 

Jean-Marie  Eveillard  (17) 

14.0 

$37,196 

3,031 

Founders  Worldwide  Growth  Fund/Founders 

Michael  Gerding  (6) 

16.6 

* 

343 

B 

A 

New  Perspective  Fund/American  Funds 

-23.7 

9/87  to  11/87 

Multiple  managers  (8) 

14.8 

39,656 

11,123 

Merrill  Lynch  Global  Utility  Fund-D/Merrill 

 * 

 * 

Walter  Rogers  (6) 

12.9 

— * 

414 

■C 

■D 

United  Services-World  Gold  Fund/United 

 * 

— * 

Victor  Flores  (7) 

16.2 

•  — * 

251 

D 

■B 

Vanguard  Special-Gold  &  Prec  Metals/Vanguard 

 * 

— -* 

David  Hutchins  (9) 

8.0 

— * 

582 

Benham  Global  Gold/20th  Century 

 * 

— * 

William  Martin  (4) 

8.0 

— * 

515 

Foreign 

B 

B 

T  Rowe  Price  International  Stock  Fund/Price 

-24.5 

8/87  to  11/87 

Multiple  managers  (10) 

12.6 

40,935 

8,309 

■B 

■C 

Vanguard  International  Growth/Vanguard 

 * 

Richard  Foulkes  (15) 

12.3 

— * 

4,921 

USAA  Investment-International  Fund/USAA 

 * 

David  Peebles  (8) 

14.4 

434 

■B 

■C 

Schroder  Capital-lnternational-lnvestor/Schroder 

Multiple  managers  (4) 

12.4 

266 

C 

C 

Vanguard/Trustees'  Equity-lntl/Vanguard 

-21.2 

7/90  to  9/90 

Multiple  managers^ 

9.7 

33,661 

943 

Wright  International  Blue  Chip  Equities/Wright 

 * 

Multiple  managers  (7) 

11.6 

226 

Babson-Stewart  Ivory  Intl/Jones  &  Babson 

John  Wright  (8) 

12.6 

80 

B 

B 

Scudder  International  Fund/Scudder 

-28.2 

9/87  to  11/87 

Multiple  managers  (6) 

11.0 

38,171 

2,618 

■C 

■D 

Fidelity  Overseas  Fund/Fidelity 

 * 

 * 

Richard  Macet 

10.3 

 * 

3,045 

■D 

■A 

Fidelity  International  Growth  &  Income/Fidelity 

 * 

John  Hicklingt 

9.7 

1,025 

Warburg  Pincus  Intl  Equity-C/Warburg 

 * 

 * 

Richard  King  (7) 

13.8 

 * 

2,944 

Hotchkis  &  Wiley-International  Fund/Hotchkis 

 * 

Multiple  managers  (4) 

16.1 

 * 

331 

Target  Intl  Equity/Prudential 

John  Reinsberg  (3) 

* 

232 

European 

T  Rowe  Price  European  Stock/Price 

 * 

Multiple  managers  (6) 

14.0 

644 

Vanguard  Intl  Equity  Index-European/Vanguard 

George  Sauter  (6) 

14.0 

1,278 

■B 

■B 

Fidelity  Europe  Fund/Fidelity 

 * 

Sally  Walden  (4) 

14.4 

 * 

582 

59  Wall  Street-European/59  Wall 

 * 

John  Nielsen  (6) 

13.5 

* 

139 

■B 

■B 

Invesco  International-European/lnvesco 

 * 

 * 

Multiple  managers  (8) 

11.8 

 * 

256 

Pacific 

■C 

■C 

T  Rowe  Price  New  Asia/Price 

 * 

 * 

Multiple  managers  (6) 

13.1 

2,251 

■D 

■C 

Vanguard  Intl  Equity  Index-Pacific/Vanguard 

 * 

George  Sauter  (6) 

7.2 

 * 

1,022 

59  Wall  Street-Pacific  Basin/59  Wall 

 * 

 * 

John  Nielsen  (6) 

10.2 

 * 

158 

D 

nvesco  International-Pacific  Basin/lnvesco 

-33.4 

8/87  to  10/87 

Multiple  managers  (10) 

7.0 

30,546 

190 

c 

C 

Japan  Fund/Scudder 

-34.3 

7/90  to  7/92 

Multiple  managers  (8) 

0.3 

21,083 

512 

■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tValue  on  6/30/96  of  $10,000  investment  at  start  of 

fating  period.  {Less  than  one  year. 
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it 


Weighted 
average 
P/E 

Median 
market  cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Largest 

company 

holding 

.  Portfolio 
turnover 

Risk 
level 

 '  —  :  i  5 

Fund 

21.6 

$17.5 

none 

$0.99 

Japan 

93% 

average 

Janus  Worldwide  Fund 

10.8 

4.9 

none 

1.17 

Japan 

33 

very  low 

USAA  Investment-Cornerstone  Strategy 

20.4 

1.3 

none 

1.20 

United  States 

43 

low 

Fidelity  Worldwide  Fund 

24.1 

9.3 

none 

1.36 

United  States 

27 

low 

Scudder  Global  Fund 

23.0 

1.0 

3.75% 

1.25 

Japan 

10 

very  low 

SoGen  International  Fund 

22.7 

3.2 

none 

1.65 

United  States 

54 

average 

Founders  Worldwide  Growth  Fund 

21.1 

11.1 

5.75 

0.83 

United  States 

22 

low 

New  Perspective  Fund 

10.6 

7.0 

4.00 

1.15 

United  States 

3 

low 

Merrill  Lynch  Global  Utility  Fund-D 

42.1 

0.7 

none 

1.59 

Canada 

26 

very  high 

United  Services-World  Gold  Fund 

34.5 

1.2 

none§ 

0.60 

South  Africa 

5 

very  high 

Vanguard  Special-Gold  &  Prec  Metals 

42.0 

3.6 

none 

0.61 

Canada 

28 

very  high 

Benham  Global  Gold 

25.7 

7.4 

none 

0.91 

Japan 

18 

average 

T  Rowe  Price  International  Stock  Fund 

25.3 

9.2 

none 

0.55 

Japan 

24 

average 

Vanguard  International  Growth 

27.1 

5.7 

none 

1.17 

Japan 

64 

low 

USAA  Investment-International  Fund 

27.4 

7.8 

none 

0.91 

Japan 

61 

average 

Schroder  Capital-International-Investor 

25.9 

3.0 

none 

0.47 

Japan 

47 

low 

Vanguard/Trustees'  Equity-lntl 

19.0 

2.3 

none 

1.29 

Japan 

12 

very  low 

Wright  International  Blue  Chip  Equities 

28.1 

2.3 

none 

1.30 

Japan 

37 

average 

Babson-Stewart  Ivory  Intl 

28.2 

7.4 

none 

1.14 

Japan 

45 

low 

Scudder  International  Fund 

27.1 

6.2 

none 

1.12 

Japan 

88 

average 

Fidelity  Overseas  Fund 

28.9 

9.3 

none 

1.17 

Japan 

135 

very  low 

Fidelity  International  Growth  &  Income 

26.8 

6.3 

none 

1.36 

Japan 

39 

high 

Warburg  Pincus  Intl  Equity 

15.0 

4.8 

none 

1.00  a 

United  Kingdom 

24 

low 

Hotchkis  &  Wiley-International  Fund 

22.0 

4.7 

none 

1.02 

Japan 

76 

average 

Target  Intl  Equity 

20.2 

7.8 

none 

1.20 

United  Kingdom 

17 

average 

T  Rowe  Price  European  Stock 

21.0 

12.3 

1.00 

0.35 

United  Kingdom 

2 

average 

Vanguard  Intl  Equity  Index-European 

17.8 

3.0 

3.00 

1.26 

United  Kingdom 

52 

average 

Fidelity  Europe  Fund 

17.9 

4.2 

none 

1.43 

United  Kingdom 

72 

average 

59  Wall  Street-European 

19.0 

8.2 

none 

1.40 

United  Kingdom 

96 

very  high 

Invesco  International-European 

24.2 

2.0 

none 

1.15 

Hong  Kong 

64 

average 

T  Rowe  Price  New  Asia 

42.3 

12.3 

1.00 

0.35 

Japan 

1 

high 

Vanguard  Intl  Equity  Index-Pacific 

28.6 

7.9 

none 

1.43 

Japan 

82 

average 

59  Wall  Street-Pacific  Basin 

40.1 

5.7 

none 

1.52 

Japan 

56 

low 

Invesco  International-Pacific  Basin 

43.0 

4.2 

none 

1.21 

Japan 

70 

high 

Japan  Fund 

§Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption  of  expenses  by  fund  sponsor. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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Taxable  bond  funds 

Our  Best  Buy  ranking  of  high-grade  tax-  skills.  Performance  is,  however,  profound- 
able  bond  funds  gives  a  lot  of  weight  to  ly  affected  by  expenses;  a  bond  fund 
the  cost  of  ownership  but  only  a  little  charging  1%  in  expenses  could  easily  erode 
weight  to  performance.  Our  reasoning:  15%  of  your  income.  For  junk  funds  we 
Performance  is  mostly  a  function  of  where  give  equal  weighting  to  risk-adjusted  per- 
you  sit  on  the  yield  curve,  not  of  portfolio  formance  and  to  costs. 


■v 

Performance 
UP  DOWN 
—market— 

Fund 

5-year 
annualized 
total 
return 

SEC 
yield 

Assets 
6/30/96 
($mil) 

Weighted 
average 
maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Minimum 

initial 
investment 

Risk 
level 

U.S.  Treasury 

Vanguard  Admiral-Long-Term  US  Treasury 

  * 

7.1% 

$180 

22.2 

none 

$0.15 

$50,000 

high 

Vanguard  Admiral-Short-Term  US  Treasury 

_* 

6.2 

440 

2.7 

none 

0.15 

50,000 

low 

Vanguard  Admiral-I-T  US  Treasury 

_* 

6.7 

610 

7.8 

none 

0.15 

50,000 

average 

A+ 

F 

Vanguard  Fixed  Income-L-T  US  Treasury 

10.1  % 

7.0 

893 

22.2 

none 

0.27 

3,000 

high 

B 

D 

Galaxy  1 1— US  Treasury  Index 

7.8 

NA 

121 

8.3 

none 

0.40 

2,500 

average 

Ginnie  Mae 

c 

B 

Vanguard  Fixed  Income-GNMA 

7.9 

7.1 

7,031 

6.7 

none 

0.29 

3,000 

average 

c 

B 

Benhani  GNMA  Income 

7.6 

7.0 

1,099 

7.3 

none 

0.58 

1,000 

low 

C 

B 

USAA  Investment-GNMA  Trust 

7.6 

NA 

303 

9.4 

none 

0.33 

3,000 

high 

D 

B 

Fidelity  Ginnie  Mae 

7.2 

6.8 

783 

7.3 

none 

0.76 

2,500 

average 

C 

B 

T  Rowe  Price  GNMA  Fund 

7.3 

6.8 

906 

7.9 

none 

0.76 

2,500 

average 

Junk 

Spartan  High  Income  Fund 

16.4 

8.4 

1,409 

6.7 

none§ 

0.80 

10,000 

avprapp 

c 

B 

Northeast  Investors  Trust 

16.4 

NA 

1,017 

7.3 

none 

0.70 

1,000 

hieh 
111511 

B 

C 

Fidelity  Capital  &  Income  Fund 

15.4 

6.8 

2,176 

4.5 

none 

0.98 

2,500 

high 

F 

A+ 

Nicholas  Income  Fund 

10.0 

NA 

168 

6.3 

none 

0.58 

500 

very  low 

D 

B 

Vanguard  Fixed  Income-High  Yield  Corp 

12.1 

9.2 

3,117 

8.7 

none 

0.34 

3,000 

average 

Short-term 

D 

A 

Vanguard  Fixed  Income— Short-Term  Corp 

7.1 

6.3 

3,990 

2.6 

none 

0.27 

3,000 

awpra pp 

Vanguard  Fixed  Income— S-T  US  Treasury 

6.1 

935 

2.7 

none 

0.27 

3,000 

a  v ci  □  tc 

F 

A 

Bernstein  Short  Duration  Plus 

6.1 

5.5 

529 

2.6 

none 

0.65 

25,000 

low 

Harbor  Short  Duration 

* 

7.3 

150 

3.7 

none 

0.31a 

2,000 

very  low 

C 

B 

William  Blair  Mutual  Funds-Income 

8.1 

4.8 

153 

4.5 

none 

0.68 

5,000 

very  high 

Medium-term 

C 

C 

Vanguard  Total  Bond  Market  Fund 

8.1 

6.7 

2,611 

8.6 

none 

0.20 

3,000 

low 

B 

C 

Bernstein  Intermediate  Duration 

8.3 

6.1 

1,372 

9.0 

none 

0.64 

25,000 

average 

B 

C 

Columbia  Fixed  Income  Securities 

8.6 

6.8 

328 

6.1 

none 

0.63 

1,000 

average 

B 

C 

Standish  Fixed  Income  Fund 

9.0 

7.2 

2,331 

8.1 

none 

0.37a 

100,000 

high 

C 

B 

Fidelity  Intermediate  Bond  Fund 

7.6 

6.0 

2.863 

5.0 

none 

0.73 

2,500 

low 

Long-term 

A 

D 

Vanguard  Fixed  Income-Long  Term  Corp 

10.4 

7.3 

3,315 

20.7 

none 

0.31 

3,000 

very  high 

A 

C 

Dodge  &  Cox  Income  Fund 

9.1 

NA 

369 

11.4 

none 

0.54 

2,500 

average 

A 

A 

Loomis  Sayles  Bond  Fund 

14.6 

7.9 

334 

19.8 

none 

0.79 

2,500 

high 

A 

D 

USAA  Mutual-  Income  Fund 

8.9 

NA 

1,762 

16.5 

none 

'  0.41 

3,000 

average 

A 

B 

Strong  Corporate  Bond  Fund 

10.9 

7.4 

273 

13.9 

none 

1.00 

2,500 

low 

Global 

A 

C 

Standish  International  Fixed-Income 

12.5 

7.2 

724 

7.4 

none 

0.52 

100,000 

high 

A+ 

D 

T  Rowe  Price  International  Bond  Fund 

11.9 

5.8 

986 

6.8 

none 

0.90 

2,500 

high 

B 

C 

Warburg  Pincus  Globai  Fixed  Income 

10.5 

6.9 

102 

7.1 

none 

0.95a 

2,500 

average 

B 

D 

Scudder  International  Bond  Fund 

8.3 

5.6 

516 

5.8 

none 

1.26 

1.000 

average 

Payden  &  Rygei  Global  Fixed  Income-A 

6.0 

672 

6.3 

none 

0.51 

5,000 

low 

'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund 
a:  Net  of  absorption  of  expenses  by  fund  sponsor  NA.  Not  applicable  or  not  available. 
Sources-.  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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Municipal 
bond  funds 


Naive  investors  pick  a  municipal  bond  fund  for  its  yield.  We  have  a  dif- 
ferent focus  in  this  Best  Buy  scorecard.  For  us,  the  most  important 
variable  is  the  cost  of  ownership:  what  the  sales  commission,  if  any, 
and  annual  expenses  will  take  out  of  your  pocket.  We  also  look  at  per- 
formance, adjusted  to  penalize  funds  that  deliver  high  returns  only  by 
reaching  way  out  in  maturities.  Below,  in  descending  order  of  overall 
grade,  are  tax-exempt  funds  that  deliver  good  risk-adjusted  return  at 
low  cost.  The  up  and  down  performance  grades  reflect  comparisons 
against  the  entire  muni  fund  universe;  see  main  table  on  page  202. 


Performance 
UP  DOWN 
—markets— 


5-year 
annualized 
total 
return 


SEC  Assets 
yield  6/30/96 
($mil) 


Weighted  Maximum 

average  sales 

maturity  charge 
(years) 


Annual 
expenses 
per 
$100 


Minimum  Risk 
initial  level 
investment 


Short-term 


A+ 

Vanguard  Muni  Bond-Short-Term 

4.3% 

3.9%  $1,411 

1.3 

none 

$0.20 

$3,000 

low 

A+ 

Vanguard  Muni  Bond-Limited  Term 

5.5 

4.3 

1,738 

3.1 

none 

0.21 

3,000 

average 

A+ 

USAA  Tax-Exempt  Fund-Short-Term 

5.2 

NA 

762 

3.0 

none 

0.42 

3,000 

average 

A+ 

T  Rowe  Price  Tax-Free  Short-Intermediate 

5.2 

4.0 

435 

3.6 

none 

0.57 

2,500 

average 

A+ 

Merrill  Lynch  Municipal-Ltd  Maturity-D 

4.5 

3.8 

504 

1.9 

1.00% 

0.51 

1,000 

low 

A+ 

Dreyfus  Short-Intermediate  Municipal  Bond 

5.3 

NA 

323 

2.3 

none 

0.68a 

2,500 

average 

A+ 

Spartan  Short-Intermediate  Muni  Income 

5.5 

4.2 

798 

3.4 

none 

0.54a 

10,000 

very  high 

Strong  Short-Term  Municipal  Bond 

5.1 

133 

3.0 

none 

0.76 

2,500 

high 

Medium-term 

D 

B 

Vanguard  Muni  Bond-Intermediate 

7.6 

4.8 

5,853 

7.3 

none 

0.20 

3,000 

average 

D 

B 

USAA  Tax-Exempt  Fund-Intermediate 

7.3 

NA 

1,654 

9.2 

none 

0.38 

3,000 

high 

D 

B 

Fidelity  Limited  Term  Muni  Income 

7.2 

4.9 

911 

8.1 

none 

0.57 

2,500 

high 

D 

A 

Pierpont  Tax-Exempt  Bond  Fund 

6.6 

NA 

355 

9.1 

none 

0.61 

100,000 

average 

D 

A 

Bernstein  Diversified  Municipal 

6.3 

4.4 

780 

7.5 

none 

0.66 

25,000 

low 

D 

B 

Dreyfus  Intermediate  Municipal  Bond 

7.0 

NA 

1,492 

9.7 

none 

0.70 

2,500 

high 

D 

A 

Scudder  Medium  Term  Tax-Free 

7.3 

4.6 

670 

7.2 

none 

0.70a 

1,000 

average 

F 

A+ 

Calvert  Tax-Free  Reserves-Limited-A 

4.4 

4.1 

505 

7.0 

2.00 

0.71 

2,000 

very  low 

Long-term 

A+ 

D 

Vanguard  Muni  Bond-High  Yield 

8.6 

5.7 

1,964 

13.3 

none 

0.21 

3,000 

high 

A+ 

F 

Vanguard  Muni  Bond-Long-Term 

8.5 

5.4 

1,100 

13.0 

none 

0.21 

3,000 

high 

A+ 

F 

Vanguard  Muni  Bond-Insured  Long-Term 

8.2 

5.3 

1,946 

18.3 

none 

0.20 

3,000 

very  high 

A 

D 

T  Rowe  Price  Tax-Free  Income  Fund 

7.8 

5.1 

1,340 

18.1 

none 

0.59 

2,500 

average 

D 

B 

Columbia  Municipal  Bond  Fund 

6.4 

4.9 

371 

12.3 

none 

0.56 

1,000 

low 

C 

A 

T  Rowe  Price  Tax-Free  High  Yield  Fund 

7.9 

5.6 

986 

20.0 

none 

0.75 

2,500 

low 

D 

A+ 

SIT  Tax-Free  Income 

7.2 

5.7 

275 

16.1 

none 

0.80 

2,000 

very  low 

B 

D 

USAA  Tax-Exempt  Fund-Long-Term 

7.4 

NA 

1,848 

23.2 

none 

0.37 

3,000 

average 

One-state 

D 

A 

Benham  Calif  Tax-Free  Intermediate 

6.7 

4.5 

438 

8.1 

none 

0.49 

1,000 

low 

A+ 

D 

Vanguard  California  Tax-Free-Insured  L-T 

8.1 

5.3 

992 

18.9 

none 

0.20 

3,000 

very  high 

B 

C 

Benham  Calif  Tax-Free  Long-Term 

7.7 

5.2 

284 

19.5 

none 

0.49 

1,000 

high 

C 

C 

Fidelity  Massachusetts  Municipal  Income 

7.4 

5.3 

1,102 

15.5 

none 

0.55 

2,500 

average 

A 

D 

Vanguard  NJ  Tax  Free-Insured  L-T 

7.8 

5.2 

803 

10.8 

none 

0.21 

3,000 

high 

A 

C 

Vanguard  New  York  Tax-Free 

8.1 

5.2 

890 

15.9 

none 

0.22 

3,000 

high 

A 

D 

Vanguard  Ohio  Tax-Free-Insured  L-T 

7.9 

5.3 

204 

16.0 

none 

0.21 

3,000 

average 

A 

C 

Vanguard  Penn  Tax-Free-Insured  L-T 

8.1 

5.3 

1,580 

14.8 

none 

0.20 

3,000 

average 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  tor  full  period 

a:  Net  of  absorption  of  expenses  by  fund  sponsor.  NA:  Not  available. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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,» hich  family  is  for  you: 


s 


By  Thomas  Easton 


It  is  all  too  easy  to  make  one  small 
fund  investment  here,  another 
there — to  take  a  tasting  approach. 
The  inevitable  result  is  an  indiges- 
tion that  comes  from  heaps  of  irrec- 
oncilable statements  and  small  piles 
of  wasted  cash. 

There's  an  antidote  to  investment 
anarchy:  Limit  yourself  to  one  or 
two  fund  families.  We  believe  the 
choice  of  a  fund  family  is  one  of  the 
most  important  investment  decisions 
you  make.  A  good  decision  will  sim- 
plify your  accounting  and  focus  your 
thoughts  on  building  the  few  invest- 
ments you  really  need.  That  means 
more  bang  for  each  saved  buck  and 
more  time  for  the  rest  of  your  life. 

To  get  you  started  on  this  quest 
we  have  created  two  lists.  One  con- 
sists of  five  well-run  fund  giants,  any 
one  of  which  could  well  serve  as 
your  first  choice,  covering  most  of 
the  fund  categories  you  are  likely  to 
need.  The  five:  American  Funds, 
Fidelity,  T.  Rowe  Price,  Schwab  and 
Vanguard.  The  second  list  covers 
four  smaller  families  with,  for  the 
most  part,  narrower  selections,  but 
each  with  some  attraction  that  could 
justify  making  it  a  supplemental  fund 
family.  These  four  are:  Janus, 
Neuberger  &  Berman.  Warburg 
Pincus  and  Jack  White  &  Co.  Jack 
White  is,  like  Schwab,  not 
tional  fund  family  but  a  surrogate 


family  that  has  adopted  hundreds  of 
funds  managed  by  other  companies. 

The  four  smaller  operations  are 
profiled  on  pages  132  to  138. 


The  best  stock  pickers 

Weighted  Equity 
annual  assets 
10-year  6/30/96 
Fund                        return  ($bil) 

Janus 

14.8% 

$23.3 

Heine  Securities 

14.3 

16.4 

Fidelity 

13.9 

192.2 

AIM 

13.7 

31.2 

MFS 

13.2 

12.9 

20th  Century 

13.0 

32.4 

Neuberger  &  Berman 

12.9 

8.9 

American  Funds 

12.7 

84.7 

Vanguard 

12.7 

77.7 

American  Express 

12.7 

21.0 

Invesco 

12.6 

10.0 

Waddell 

12.6 

8.9 

Putnam 

12.4 

49.9 

Price 

12.2 

27.3 

Oppenheimer 

12.1 

12.7 

Scudder 

11.9 

11.3 

Lord  Abbett 

11.9 

6.3 

Hancock 

11.8 

8.0 

Alliance 

11.8 

6.6 

Prudential 

11.6 

12.3 

Merrill 

11.5 

22.7 

Smith  Barney 

11.3 

10.3 

Pioneer 

10.9 

11.5 

Dean  Witter 

10.6 

20.6 

Dreyfus 

9.8 

9.9 

S&P  500  Index 

13.8 

The  five  giants  were  profiled  in 
last  year's  mutual  fund  survey 
(Aug.  28,  1995),  which  you  can 
find  in  a  library  or  on  our  Web  site 
(http:/ /www.forbes.  com/extra/). 
The  five  are  also  reviewed  in  this 
year's  survey  on  pages  140  to  143. 

Your  core  fund  group  should  have 
good  taxable  and  tax-free  bond 
funds,  a  stock  index  fund,  a  money 
market.  The  second  family  should 
offer  a  special  angle,  something  it 
does  particularly  well.  Janus,  for 
example,  stands  apart  for  its  skills  in 
managing  conservative  growth 
stocks.  Warburg  Pincus  excels  in 
smaller  companies  abroad. 

If  you  are  going  to  put  a  lot  of 
your  wealth  in  actively  managed 
stock  funds,  look  beyond  the  results 
of  individual  funds  to  a  measure  of  a 
whole  family's  stock  picking  skills. 
The  table  at  left  of  family  average 
performance  is  your  guide  here. 
Unlike  tabulations  by  other  maga- 
zines, this  one  is  compiled  using 
year-by-year  asset-weighted  num- 
bers. This  process  immunizes  the 
statistics  from  the  standard  industry 
trick  of  rewriting  history  by  killing 
off  poor  performing  funds.  Any  fund 
family  with  enough  funds  can  easily 
produce  one  or  two  stars  that  look 
terrific  at  any  given  time.  Delivering 
good  results  in  many  funds  over 
many  years  is  a  tougher  task.  ■ 
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IN  VESCO,   •    Twentieth   Century    •    Scudder    '    Strong    •    Warburg  Pincus 


OneSource 


FROM  SCHWAB 


Mutual  Fund 
OneSource  is  one  of 
America's  favorite 
ways  to  invest  in 
mutual  funds. 


W    L  E 


s    O    M  w 


U    T   u  A 

—  ^  FUND 


Select  List 


Schwab  s  Se/ect  list  is  one 
of  the  easiest  ways  to  choose 
historically  high  performers.  BBHWl 

Schwab's  Mutual  Fund  OneSource  service  offers  you  a  choice  of  over  575  no-load  funds  from  some  of  the 
most  respected  fund  families  in  America.  You  get  a  consolidated  statement  showing  all  of  your  holdings. 
And  our  Mutual  Fund  Select  List"  gives  you  a  quarterly  listing  of  about  60  funds  available  through  Schwab, 
evaluated  on  the  basis  of  risk  and  return  data. 

Call  now  to  receive  two  free  quarterly  issues: 


Charles  Schwab 


A  free  prospectus  containing  more  complete  information,  including  management  fees  and  other  expenses,  is  available  through  Schwab.  Please  review  the 
prospectus  carefully  before  investing.  Past  performance  is  no  guarantee  offumre  results.  Returns  iwll  vary  and  shares  may  be  worth  more  or  less  than  original  cost  when  sold. 

Charles  Schwab  provides  recordkeeping  and  shareholder  services  for,  and  receives  remuneration  from,  Mutual  Fund  OneSource  companies. 
©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (9/96) 


Lexington   •   Hotchkis   &  ^iley 


Third  Avenue 


FUND  SURVEY 


Janus 


Strength:  Superior  performance. 

Weakness:  What  happens  if  "growth  "stocks  go  out  of  favor? 


By  James  M.  Clash 

"We're  so  small,  I  don't  think  we're 
on  John  Bogle's  [Vanguard]  or  Ned 
Johnson's  [Fidelity]  radar  screen," 
says  Janus  Capital  Corp.'s  founder, 
Thomas  Bailey.  False  modesty. 

With  $30  billion  in  assets,  up  eigh- 
teenfold  from  1990,  Janus  has  attract- 
ed plenty  of  attention  with  its  perfor- 
mance. With  a  14.8%  asset-weighted 
average  annual  equity  return  over  the 
last  decade,  Janus  beat  Fidelity 
(13.9%)  and  Vanguard  (12.7%),  and 
all  other  equity  fund  families. 

Janus'  specialty  is  growth  stocks. 
Here  it  has  sizzled  all  the  way  back  to 
1969,  when  Tom  Bailey,  now  59, 
founded  the  firm  and,  shortly  there- 
after, its  flagship  Janus  Fund.  James 
Craig,  40,  manages  it  now  and  has 
done  well,  edging  out  both  the 
market  and  growth-fund  averages 
over  the  past  decade.  This  is  no  mean 
feat,  given  that  Janus  doesn't  incur 
the  above-average  risk  you  expect  in 
a  growth  fund.  We  rate  the  fund  an  A 
for  bear- market  performance.  It's  also 
on  our  Honor  Roll  this  year. 

Bailey  bailed  out  of  this  excellent 
company  too  early.  He  sold  most  of 
his  stock  in  the  Janus  management 
company  in  1984  to  Kansas  City 
Southern  Industries  but  still  remains 


Janus 

BEST  BUY 

Janus  Worldwide  Fund 

Number  of  funds 

Assets  ($bil) 

3    Money  market 

$1.3 

5  Bond 

0.8 

9    U.S.  stock 

23.8 

2    Foreign  &  global  stock 

Total  assets  (Sbil) 

30  i 


3.9 
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chairman.  Under 
Kansas  City  Southern 
the  operation's  867 
employees  run  1 1 
stock  funds  and  8 
bond  and  money 
market  funds.  They 
run  a  lean  shop.  In 
addition  to  having  a 
Forbes  Best  Buy,  the 
family  is  no-load  and 
its  average  annual 
expenses  are  a  reason- 
able 0.9%. 

At  the  S14  billion 
Janus  Fund,  Craig,  a 
1983  hire  who  took 
over  the  fund  in 
1986  from  Bailey, 
looks  for  large  com- 
panies whose  earnings 
he  thinks  will  outper- 
form analyst  esti- 
mates. The  fund  has 
115  positions.  The 
top  three,  at  about 
5%  each,  are  Elec- 
tronic Data  Systems,  MHH 
Wells  Fargo  and  First 
Data  Corp. 

A  more  concentrated  large-compa- 
ny growth  fund  is  the  $3.5  billion 
Janus  Twenty,  run  by  Thomas  Marsi- 
co,  41.  This  fund  holds  just  20  to  30 
large  positions  at  a  time,  and  has 
returned  an  enviable  16%  annually 
since  inception  in  1985. 

Interested  in  something  a  little 
riskier?  There's  the  $2  billion  Mer- 
cury, a  holder  of  predominantly  mid- 
size growth  companies  that  has 
returned  25%  annually  since  incep- 
tion in  1993,  and  the  $700  million 
Enterprise,  a  smaller-company  fund 
up  26%  annually  since  it  was  launched 
in  1992.  (Venture,  the  original  small- 
company  fund,  was  closed  in  1991, 
when  it  hit  $1.2  billion.) 

But  there's  more  these  days  than 
just  domestic  growth  funds  at  Janus. 


Janus  Capital  Chairman  Thomas  Bailey 


The  $3.5  billion  Worldwide  Fund, 
run  by  newcomer  Helen  Young 
Hayes,  34,  leads  our  Best  Buy  global 
stock  list. 

Besides  Janus  Fund,  of  the  three 
other  FoRBES-rated  funds  in  this 
family,  Flexible  Income  gets  an  A  in 
down  markets;  Venture  a  B  and 
Twenty  a  C.  This  is  a  good  family  to 
consider  if  you  are  getting  worried 
about  where  the  market  is  headed, 
yet  you're  not  about  to  sell  all  and  sit 
in  cash  for  a  couple  of  years. 

This  is  not  a  fund  supermarket,  the 
way  Fidelity  or  Vanguard  is.  Janus 
doesn't  offer  index  funds  or  sector 
funds.  But  it  certainly  would  make  a 
good  supplement  to  a  larger  family. 
You  can  also  get  Janus  funds  through 
Schwab  OneSource,  Fidelity  Funds- 
Network  and  Jack  White  &  Co.^H 
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"Why  should  you  have 
a  defensive  investment  in 
your  portfolio?  ask  me." 


-  Paul  Stephens,  Manager 


The  Contrarian  Fund 


26.95% 

One  Year* 
(6/30/95-6/30/96) 

Year-to-Date* 
As  of  6/30/96 

17.01% 

Since  Inception* 

(6/30/93-6/30/96) 

Call  Today 

1-800-766-3863 

ext.  310 

E-mail:  funds@rsco.com 


For  more  information,  including  management  fees,  expenses,  and  the  risks  associated  with  short  sell- 
ing, index  options  and  international  investing  (e.g.,  currency  fluctuations,  differences  in  accounting 
practices  and  economic  and  political  instability),  call  Robertson,  Stephens  &  Company  LLC,  dis- 
tributor, for  a  prospectus.  Read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of 
future  results.  You  should  realize  that  investment  return  and  principal  value  will  fluctuate  so  that 
shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Total  returns  are  histor- 
ical and  include  changes  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  *  One  Year 
and  Since  Inception  performance  are  average  annual  returns.  Year-to-Date  performance  is  total 
return.  All  performance  numbers  as  of  6/30/96.  Inception  date  was  6/30/93. 


ROBERTSON 
STEPHENS  & 

COMPANY, 


BRINGING  THE  FUND  MANAGER  TO  YOU 


INU  SURVEY 


Neuberger 

Strength:  Long-term  value  plays. 

Weakness:  Sleepy  performance  in  hot  markets. 


By  Thomas  Eastern 

Wal-Mart,  Comcast,  Bausch  & 
Lomb — all  glamour  stocks,  in  anoth- 
er time.  Back  when  discount  retailing, 
cable  television,  and  Ray-Ban  sun- 
glasses were  considered  sure  bets,  the 
investment  management  firm  Neu- 
berger  &  Berman  wasn't  interested. 
Too  expensive.  Growth  stocks  no 
more,  they  are  now  priced  more  like 
value  stocks.  And  now  Neuberger  & 
Berman  funds  own  them. 

What's  the  attraction?  Take  Wal- 
Mart.  The  heady  days  when  it  used  to 
go  into  small  towns  and  crunch  tiny 
mom-and-pop  stores  are  largely  over. 
Good-bye  high  growth,  and  good- 
bye growth  investors.  After  having 
consistently  sold  at  a  steep  premium 
to  the  rest  of  the  market,  Wal-Mart 
now  is  just  another  retailer — unless 
you  view  it  the  way  Neuberger  & 
Berman  does:  as  a  modestly  priced 
stock  of  a  company  whose  manage- 
ment has  painfully  come  to  terms  with 
maturing  prospects.  Instead  of  expan- 
sion-driven profits,  tighter  control  on 
inventory  and  scheduling  will  be  its 
continuing  pluses.  That's  not  a  recipe 
for  thrills,  but  it  may  be  one  for  sur- 
plus cash — the  most  discernible  ele- 
ment of  return. 

That  thought  process  is  typical  of  a 


Neuberger  &  Berman 

Number  of  funds 

Assets  ($bil) 

3  Money  market 

4  Bond 

6    U.S.  stock 

1    Foreign  &  global  stock 

$1.0 
0.4 
10.7 

0.05 

Total  assets  ($bil) 

12 
a 

■  ■■ 
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Neuberger  &  Berman  style 
that  has  evolved  slowly  since 
patriarch  Roy  Neuberger 
landed  on  Wall  Street  as  a 
runner  in  1928  and  made  his 
first  money  shorting  high- 
flying RCA  during  the  crash. 
The  firm  is  one  of  the  most 
committed  devotees  of  the 
art  of  value  investing — essen- 
tially buying  assets  whose 
unpopularity  has  already 
squeezed  out  a  premium  H^O 
from  their  price.  Applying  the 
same  cautious  philosophy  to  fixed 
income,  Neuberger  &  Berman  won't 
even  offer  a  bond  fund  with  long 
maturities  because  of  a  strong  convic- 
tion that  the  extra  yield  won't  com- 
pensate for  the  added  volatility. 

There  are  limitations  to  this  strate- 
gy. It  lags  in  a  bull  market  led  by 
growth  stocks,  like  the  one  in  1995. 
The  fund  group's  president,  Stanley 
Egener,  makes  no  apologies.  "If  you 
are  looking  for  hot  funds,  we're  the 
wrong  company,"  he  says.  "On  the 
occasion  we've  had  a  number  one 
fund,  it's  been  a  mistake." 

The  model  Neuberger  &  Berman 
shareholder  is  three  generations  from 
the  same  family,  and  you  don't  hold 
on  to  a  customer  through  three  gen- 
erations with  a  hot  fund.  Nor  does  it 
offer  a  supermarket  of  funds,  with 
100  choices.  What  it  wants  is  a  core 
50%  to  70%  of  assets  a  patient  inves- 
tor is  content  to  leave  for  decades. 

In  an  industry  where  many  portfo- 
lio managers  are  still  in  their  20s,  the 
average  age  at  Neuberger  &  Berman 
is  50.  Founder  Roy  Neuberger,  93, 
still  comes  in  every  day  to  manage  his 
own  money  and  to  consult.  When  this 
family  hires  portfolio  managers  from 
other  firms,  it  wants  to  see  a  long 
record  and  it  pays  no  more  attention 
to  performance  than  to  the  risks 
incurred  to  get  it.  "I  doubt  Peter 
Lynch  would  have  been  hired,"  says 


Fund  Group  President  Stanley  Egener 


Egener,  all  the  while  conceding  that 
Lynch  is  one  of  this  century's  great 
money  men.  Too  many  big  bets,  and 
too  many  stocks  trading  at  high  mul- 
tiples of  their  earnings. 

This  is  long-term  wealth  manage- 
ment, not  a  formula  for  hot  perfor- 
mance. Neuberger  &  Berman's  1 1 
stock  and  bond  funds  have  lower  than 
average  fees  and  show  their  mettle 
over  time.  Collectively  they  rank 
toward  the  top  of  Forbes'  ten-year 
performance  chart  (see  p.  130).  The 
only  laggard,  the  Manhattan  Fund,  is 
the  sole  offering  with  a  growth  orien- 
tation and  may  be  out  of  place  in  this 
value-oriented  family.  Down  market 
performance  for  all  the  funds  is  aver- 
age or  above.  It  could  be  better,  says 
Egener,  but  when  the  market  is  falling 
the  firm  becomes  more  aggressive, 
buying  stocks  that,  Egener  says,  often 
have  further  to  fall  before  a  rebound. 

For  a  model  portfolio,  consider 
what  Egener's  did  for  his  own  grand- 
children— one- third  International, 
one-third  Genesis  (small  companies), 
and  one-third  either  Guardian  (diver- ' 
sified  large  companies),  Focus  (less 
diversified  large  companies)  or  Part- 
ners (diversified  large  and  midsize 
companies).  The  closer  you  are 
toward  retirement,  the  more  your 
weighting  should  shift  away  from 
Genesis  and  International  toward  the 
three  other  funds.  ■■ 
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LivioilS  mom  is  gone,  but  She's  Still  pushing.  Marion  Byam  made  everyone  in  her  family 

believe  they  Could  achieve  their  dreams.  Nothing  should  stop  them.  Ever.  Now  that  she's  gone,  they  still  feel  her  strength  behind 
them.  Because  when  Marion  and  her  husband  shared  their  plans  for  the  future  with  their  Allstate  Agent,  Felix  Maisonet,  he  reminded  their 
that  moms  need  life  insurance,  too.  Good  advice.  So  for  Livion  and  his  brothers,  there's  no  limit  to  how  high 

their  dreams  can  fly.  For  the  Byam  family-Being  in  good  hands  is  the  only  place  to  bes.M 

"I  knew  Marion  Byam.  She  was  a  strong,  focused  woman.  I  can  see  her  hand  in  the  way  Livion  is  growing  up."  -  Felix  Maisonet. 
Visit  Allstate  at  www.allstate.com 


ftrfrarg  Uncus 


Strength:  Smaller  companies  abroad. 
Weakness:  Few  funds  with  long  records. 


By  Mary  Beth  Grover 

E.M.  Warburg,  Pincus  &  Co.  does 
not  stray  far  from  its  roots.  It  was 
founded  in  1939  as  a  merchant  bank 
by  the  late  German  banker  Eric  War- 
burg. Now  it  offers  a  stable  of  funds 
emphasizing  smaller  companies  and 
does  well  enough  in  that  specialty 
that  we  think  it  deserves  a  look  as  a 
supplemental  fund  family  to  add  to 
your  core  holdings  at  a  larger  opera- 
tion like  Fidelity  or  Vanguard. 

Warburg's  $24  billion  under  man- 
agement includes  only  $8.5  billion  in 
mutual  funds.  Hope,  for  your  own 
sake,  that  this  number  doesn't  get 
much  larger.  "There  are  no  positive 
attributes  of  scale  to  investment  man- 
agement,'" says  Arnold  Reichman, 
one  of  the  firm's  47  partners.  Not  in 
his  corner  of  the  business,  that  is. 
There  are  indeed  economies  of  scale 
managing  portfolios  of  companies 
like  IBM  and  General  Electric.  But 
when  you  hold  shares  in  outfits  like 
Florida-based  tank-trailer  operator 
MTL  Inc.  and  Finnish  brewer  Hart- 
wall,  scale  just  means  tripping  over 
your  own  feet. 

Consider  the  group's  flagship  fund, 
Warburg  Pincus  International  Equity. 
With  $3.4  billion  under  his  manage- 
ment,   FJchard    King,    who  has 


Warburg  Pincus 


BEST  BUYS 

Warburg  Pincus  Intl  Equity-Common 
Warburg  Pincus  Global  Fixed  Income 

Number  of  funds  Assets  ($bil) 

2  Money  market  $0.5 

5  Bond  0.4 

7  U.S.  stock  2.9 

5  Foreign  &  global  stock  4.7 


Total  assets  ($bil) 


All 
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shopped  internationally  for 
30  years,  can  handily  spice 
up  the  returns  of  interna- 
tional blue  chips  with  those 
of  small  companies  in 
emerging  markets.  Over 
the  past  five  years  the  fund 
has  scored  an  average 
annualized  return  of 
13.8%,  besting  Forbes 
Honor  Roll  perennial  T. 
Rowe  Price  International 
($8.3  billion,  assets)  by  1.2 
percentage  points. 

King  and  his  team  are 
especially  bullish  on  Japan 
right  now.  International 
Equity  has  30%  of  assets 
there,  a  third  again  as 
much  as  the  average  inter- 
national fund.  The  com- 
pany introduced  Japan 
Growth  fund  and  Japan 
OTC  fund  within  the  past 
two  years  to  take  advantage 
of  the  country's  smaller  companies. 
So  far  this  year  the  Japanese  funds  are 
well  ahead  of  competing  funds  from 
T.  Rowe  Price  and  Fidelity.  Warburg 
also  offers  an  emerging  markets  fund 
that  has  done  well  owning  smaller 
companies  in  countries  such  as 
Indonesia  and  Argentina. 

Many  Warburg  Pincus  managers 
care  more  about  value  than  growth. 
Some  like  to  find  companies  trading 
at  less  than  what  a  businessman 
would  pay  for  them.  This  is  the  secret 
to  King's  success  overseas  and  is  also 
the  forte  here  at  home  of  George 
Wyper,  comanager  of  the  Warburg 
Pincus  Capital  Appreciation  Fund 
and  manager  of  the  new  $40  million 
Warburg  Pincus  Small  Company 
Value  Fund. 

Consider  the  latter  a  good  alterna- 
tive to  the  T.  Rowe  Price  Small- Cap 
Value  Fund,  which  recently  closed 
after  being  flooded  with  money. 
Wyper  was  trained  by  John  Byrne,  a 


International  stock  aficionado  Richard  King 


man  Warren  Buffett  thinks  highly  of 
(Forbes,  July  31,  1995). 

Anthony  Orphanos,  manager  of 
the  $1  billion  Warburg  Pincus 
Growth  &  Income  Fund,  finds  value 
in  out-of-favor  sectors.  Now  he's  bet- 
ting heavily  on  gold  and  oil  stocks. 

On  the  risky  side  are  Warburg 
Pincus'  small-company  growth  funds. 
The  Warburg  Pincus  Emerging 
Growth  Fund  trounces  its  competi- 
tors with  an  above-average  annual- 
ized return  of  21%  over  the  past  three 
years.  The  11 -month-old  Warburg 
Pincus  Post  Venture  Capital  Fund, 
which  primarily  invests  in  companies 
financed  by  venture  capitalists  that 
went  public  within  the  past  ten  years, 
is  up  39%  since  inception. 

This  fund  family's  expense  ratios 
are  reasonable.  Warburg  Pincus  funds 
are  available  through  all  the  fund 
malls,  including  those  of  Charles 
Schwab  (see  p.  142)  and  Jack  White 
(see  following  story) . 
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IDhij  settle  for  a  hotel  that  just 
remembers  your  name,  when  uou  can  stau  at  a 
hotel  that  remembers  uour  needs? 


Here,  it>e  don  't  mbrely  cater 
to  your  needs,  we  anticipate  them. 
We  have  systems  in  place  that  allow 
us  to  remember  your  individual 
preferences  after  you've  stayed 
with  us-  So  the  next  time,  you  won't 
have  to  ask. 

In  fact ,  you  can  count  on  our 
efficient  staff  to  stay  one  step  ahead. 

Call  your  travel  professional  or 


The  Ritz-Carlton  at  800-241-3333 
for  reservations  and  information. 
And  discover  a  hotel  that  offers  you 
more  than  just  a  greeting. 

We're  also  proud  to  offer  AT&T 
In-room  Long  Distance  Service  at 
most  locations  a  

|=5  AT&T 

for  your  AT&T      ~  Your  True  Choice 

Calling  Card,  AT&T  Universal  Card 
and  operator-assisted  calls. 


The  Ritz-Carlton' 


Ail, 

Phi 


'anta  ■  Barcelona  ■  Boston  ■  Buckhead  ■ 
iiadclphia  ■  Phoenix  •  San  Francisco 


Cleveland  ■  Dearborn  •  Double  Bay  ■  Hong  Kong  ■  Houston  •  Huntington  Hotel  •  Kansas  Citu  ■ 
Seoul  ■  Singapore  ■  SI  Louts  ■  Sudneu  ■  Tusons  Corner  ■  Washington.  DC  ■  1996   Bali  ■  1991 


ITIanna  Del  Reu  ■  Item  l/ork  ■  Pentagon  Citu 
Jakarta.  Kuala  Lumpur.  Osaka  ■  1998  Toki/o 


rum  avHvci 


ack  White 


Strengths:  Economy,  breadth  of  options. 
Weaknesses:  Small  size,  little  tax  help. . 


By  Tim  W.  Ferguson 

Charles  Schwab  &  Co.  popular- 
ized consolidated  fund  accounts  in  a 
service  it  calls  OneSource.  Jack 
White  &  Co.  has  a  competitive  prod- 
uct that  is  better  for  some  customers. 
Call  it  OneSource  One  Better. 

Schwab's  marketed  the  concept 
brilliantly,  earning  it  a  slot  on  the 
Forbes  roster  of  desirable  fund  fam- 
ilies. It's  still  there  (see  p.  142),  but 
this  year  we  add  upstart  Jack  White 
&  Co.  as  an  alternative. 

Both  the  Schwab  and  the  White 
services  (and  a  similar  program  offered 
by  Fidelity)  allow  investors  who  want 
to  own  funds  from  several  families  to 
consolidate  the  holdings  on  a  single 
financial  statement.  For  many  of  the 
hinds  on  the  menu,  there's  no  addi- 
tional cost  to  the  investor;  the  fund 
operator  hands  over  a  share  of  its 
fees  to  Schwab  or  White  as  compen- 
sation for  servicing  the  product.  If 
the  fund  operator  refuses  to  go 
along  with  this  rebating,  the  cus- 
tomer can  still  get  the  fund,  but  he 
has  to  pay  a  purchase  fee  to  the  bro- 
ker consolidating  the  account. 

Why  go  with  White  rather  than 
Schwab?  To  save  a  few  bucks. 
White's  roster  of  no-fee  stock  and 
bond    funds    is   longer    (820  to 


Jack  White  &  Co. 


Number  of  funds 

27   Money  market 
306  Bond 
392   U.S.  stock 


Assets  ($bi!) 

$0.8 
0.3 
1.0 


122   Foreign  &  global  stock  0.7 


Total  assets  ($bil) 
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Schwab's  576).  And  if  you 
do  have  to  pay  a  fee,  it  will 
be  lower  at  White:  $50  on  a 
$35,000  purchase,  for 
example,  to  Schwab's  $145. 
However,  at  Schwab  you 
get  a  report  diat  includes  a 
cost  basis  for  sales,  helping 
with  your  taxes. 

The  main  reason  some 
people  may  hesitate  before 
moving  assets  from  na 
Schwab  to  White  is  that 
White  is  a  small  operation.  It  has  but 
$2.8  billion  in  its  no-fee  fund  mall, 
to  Schwab's  $33.5  billion.  Schwab 
has  a  network  of  235  walk-in 
branches,  to  White's  1  (in  San 
Diego).  Schwab's  equity  capital  is  40 
times  White's  $100  million. 

But  wait.  How  many  brokerage 
customers  place  orders  in  person, 
anyway?  (In  White's  case,  no  more 
than  1%.)  As  for  financial  solidity,  the 
firms  aren't  very  different;  both  have 
insurance  protecting  up  to  $50  mil- 
lion of  assets  per  account  against  a 
financial  failure  of  the  broker. 

And  you  may  at  times  appreciate 
having  a  small  broker.  Call  Charles 
Schwab  &  Co.,  and  you  are  not 
going  to  get  through  to  the  boss. 
But  get  on  the  horn  to  Jack  White  & 
Co.,  and  if  you've  got  a  real  prob- 
lem, odds  are  the  broker  who  takes 
your  call  will  flip  you  over  to  White 
himself.  Though  White  remains  tiny 
compared  with  Fidelity  and  Schwab, 
word  about  its  advantages  is  spread- 
ing: It  has  tripled  its  customer  base, 
to^90,000,  since  the  start  of  1994. 

White  appeals  to  a  niche  of  rather 
sophisticated  investors  who  may  try 
risky  maneuvers — commodity  trad- 
ing and  short-selling  (of  both  stocks 
and  funds)  are  available — but  are 
comfortable  executing  trades 
through  an  unfamiliar  or  digitized 
voice  over  the  phone.  Or  by  a  PC. 

The  consenting-adults  philosophy 


Discount  broker  Jack  White 


extends  to  White's  Mutual  Fund 
Network,  which  welcomes  any  and 
all  funds  in  good  standing  with  reg- 
ulators. No  attempt  is  made  to 
screen  out  underperformers  or 
those,  such  as  so-called  C  Shares, 
that  have  fee  trails  or  other  indirect 
costs  that  are  usually  bad  deals  for 
investors.  Schwab  is  picky  about 
funds  in  its  network.  "We  don't 
agree  with  their  approach,"  says  Jack 
White.  There's  no  "judgmental 
overlay"  at  his  firm,  beyond  limits  to 
itchy  fingers:  Only  15  free  transac- 
tions a  year  can  be  made  of  funds 
held  less  than  90  days. 

About  25%  of  White's  fund-net- 
work business  comes  from  outside 
financial  advisers.  That's  a  lower 
share  than  at  Schwab,  but  White 
courts  this  client  base  avidly.  As  at 
other  networks,  the  advisers  have 
wider  access  to  no-fee  funds  than  do 
retail  customers  (this  is  because  the 
funds  expect  planner  placements  to 
be  bigger  orders  with  less  turnover). 
Advisers  get  1 ,600  to  choose  from  at 
White  (versus  800  at  Schwab).  They 
also  don't  have  to  worry  about  being 
displaced.  Schwab,  as  it  tries  more 
handholding  to  woo  the  uninitiated, 
has  unveiled  products  to  more  or  less 
manage  an  individual's  money. 
White  has  no  house  funds  or  any 
intention  of  starting  one,  leaving  the 
advisers  to  work  with  those  who 
need  help.  WM 
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Introducing   The    Vanguard   Total  International  Portfolio 


At  last.  A  simple  strategy  for 

international  investing 

Use  the  power  of  indexing. 


The  Vanguard 
Total  International  Portfolio. 

Now  there's  a  way  to  invest  overseas  that  elimi- 
nates the  confusing  process  of  sorting  through  all 
the  options. 

Our  new  fund  is  the  most  diversified  international 
stock  fund  available.  It  invests  in  Vanguard's  existing 
European,  Pacific  and  Emerging  Markets  Index 
Portfolios  and 
holds  more 
than  1,500 
companies  in 
31  markets. 
So  it  allows 
you  to  put  an 
international 
component 
into  your 
portfolio  with 
a  single  simple 
investment. 


TOTAL  INTERNATIONAL  PORTFOLIO 

Allocation  Among  Markets 


Emerging  Markets 

450  stocks  in  14  countries 


Chart  based  on  6/30/96  composition  of  the 
MSC1-EAFE  +Select  EMF  Index.  Source:  Morgan 
Stanley  Capital  International  Hong  Kong,  Malaysia 
and  Singapore  are  represented  in  both  the  Pacific 
and  Emerging  Markets  portions  of  this  Portfolio. 


The  Risks  of  International  Investing. 

In  addition  to  the  usual  risk  of  stock  price  volatility, 
foreign  stocks  can  be  affected  by  local  economic, 
political  and  social  conditions.  And  foreign  stock 
returns  are  affected  by  the  relationship  of  the  U.S. 
dollar  to  local  currencies. 


The  Common  Sense  of  Indexing. 

Simplicity.  An  index  fund  avoids  the  complexity  of 
stock  picking,  market-timing  and  excessive  trading. 

Diversity.  Holding  a  large  number  of  stocks  vastly 
reduces  the  risk  in  any  single  investment  or  market. 

Relative  Predictability.  The  Total  International 
Portfolio  seeks  to  parallel  the  performance  of  a  well 
known  international  index. 

The  Vanguard  Cost  Advantage. 

All  Vanguard  Funds  are  no-load.  Aid  the  annual 
operating  cost  of  this  new  Portfolio  is  expected  to  be 
just  .38%  —  less  than  one  fourth  the  1.58%  industry 
average  cost  for  diversified  international  stock  funds. 
(Source:  Lipper  Analytical  Services,  Inc.) 

Who  Should  Invest? 

This  Vanguard  Portfolio  is  best  suited  for  the 
investor  who  has  a  balanced  portfolio  of  domestic 
stocks,  bonds  and  cash  and  is  looking  for  diversifica- 
tion abroad.  It's  suitable  for  IRAs,  qualified  retirement 
plans  and  other  long-term  savings.  Minimum  invest- 
ment, $3,000.  IRAs,  $1,000. 

Our  International  Investment  Kit  includes  a  pros- 
pectus with  more  complete  information  on  the  1% 
transaction  fee,  distribution  charges  and  other  ex- 
penses. Be  sure  to  read  it  carefully  before  investing  or 
sending  money  If  you  have  any  questions,  please  call. 


For  your  Information  Kit  call:  1-800-635-8999. 

Or  visit  us  on  America  Online,  Keyword:  Vanguard  or  at  http://www.vanguard.com 

TH^uisuardGROue 
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FUND  SURVEY 


Five  good  families 


Fidelity's  Best  Buys 


Fidelity  Limited  Term  Muni  Income 

Spartan  Short-Intermediate  Muni  Income 

Fidelity  Massachusetts  Municipal  Income 

Fidelity  Ginnie  Mae 

Spartan  High  Income  Fund 

Fidelity  Capital  &  Income  Fund 

Fidelity  Intermediate  Bond  Fund 

Fidelity  Equity-Income  Fund 

Fidelity  Equity-Income  Fund  II 

Fidelity  Growth  &  Income 

Fidelity  Puritan  Fund 

Fidelity  Convertible  Securities  Fund 

Fidelity  Utilities  Fund 

Fidelity  Market  Index  Fund 

Fidelity  Worldwide  Fund 

Fidelity  Overseas  Fund 

Fidelity  International  Growth  &  Income 

Fidelity  Europe  Fund 


American  Funds 

Strength:  Consistency  of  results. 
Weakness:  Sales  loads. 

If  your  broker  tries  to  sell  you  an 
American  fund,  you  know  he's  trust- 
worthy. The  American  funds,  run  by 
veteran  investment  firm  Capital 
Research  &  Management  Co.,  have 
no  hidden  fees  or  sales  charges. 
There  aren't  any  hot  sector  funds. 
There  aren't  even  any  star  managers; 
the  funds  are  managed  by  teams. 
What  you  get  from  this  Los  Angeles- 
based  group  is  quiet  competence  and 
consistency  of  results. 

In  contrast  to  flashy  Fidelity  and 
frugal  Vanguard,  Capital  Research 
fixates  simply  on  not  losing  money. 
If  it's  boasting  rights  at  cocktail  par- 
ties you  want,  these  funds  aren't  for 
you;  they  rarely  make  anybody's 
fund-of-the-week  list.  But  four  of 
Capital  Research's  eight  domestic 
equity  funds  get  grades  of  B  or  bet- 
ter from  Forbes  for  their  down  mar- 
ket performance.  That  means  that, 
compared  with  most  hinds,  these  are 
rock  solid  in  bear  markets. 

"Our  strength  is  having  no  sur- 
prises," says  James  Lovelace,  who  is  a 
fund  manager  and  a  grandson  of  the 
company's  founder.  While  that  con- 
cern with  safety  has  cost  perfor- 
mance as  the  bull  market  has  raged 
on — the  eight  U.S.  equity  funds 


American's  Good  Buys 


Annual 

expenses 

per  $100 

Amcap  Fund 

$0.71 

American  Balanced  Fund 

0.67 

American  Mutual  Fund 

0.59 

Capital  Income  Builder 

0.72 

EuroPacific  Growth  Fund 

0.95 

Fundamental  Investors 

0.70 

Growth  Fund  of  America 

0.75 

Income  Fund  of  America 

0.65 

Investment  Co  of  America 

0.60 

New  Economy  Fund 

0.88 

New  Perspective  Fund 

0.83 

Washington  Mutual  Investors 

0.66 

lagged  the  market  by  as  much  as  1.9 
percentage  points  a  year  over  the  past 
ten  years — it  should  more  than  pay 
off  when  the  market  cools.  Overseas, 
where  the  markets  have  been  less  hot 
over  the  past  ten  years,  it  certainly 
has.  Capital  Research's  two  oldest 
international  funds  each  beat  the 
Morgan  Stanley  Capital  International 
Europe,  Australasia  and  Far  East 
index  by  3.7  percentage  points. 

With  $156  billion  in  assets,  the 
American  fund  family  is  the  third- 
largest  in  the  country.  None  of  its 
funds  make  our  Best  Buy  lists 
because  they  impose  maximum 
5.75%  loads.  But  for  the  long-term 
holder  these  funds  are  good  buys — 
thanks  to  their  low  expense  ratios — 
and  for  the  wealthy  investor  they  are 
terrific  buys,  since  the  load  is  waived 
on  investments  of  $1  million  and 
above.  -Mary  Beth  Grover 

Fidelity 

Strength:  Equity  research. 
Weakness:  Some  managers  untested 
in  bear  markets. 

With  all  the  barbs  aimed  at  Fideli- 
ty in  the  past  months,  it's  easy  to 
conclude  that  the  Godzilla  of  the 
mutual  fund  industry  has  run  out  of 
fire.  Hardly.  More  than  half  of  Fideli- 
ty's U.S.  stock  funds  have  beaten  the 
market  over  the  past  decade;  that's 
also  true  (of  a  somewhat  larger  group 
of  funds)  over  the  past  five  years. 

This  is  not  to  downplay  the  impact 
of  flagship  Magellan's  lumbering 
results.  Some  $51  billion  of  under- 
performing  assets  has  taken  a  toll  on 
Fidelity's  overall  returns.  The  hasty 
departure  of  manager  Jeffrey  Vinik, 
while  under  fire  for  his  bond-heavy 
strategy,  may  have  been  a  bad  mis- 
take: Just  a  few  weeks  after  he  cleaned 
out  his  desk,  the  worth  of  his  strate- 
gy was  proven  in  the  market's  sharp 
decline. 

Partly  because  of  Magellan's  fall 
from  grace — which  was  probably 
inevitable — by  Forbes'  calculation, 
Fidelity  has  fallen  from  first  to  third 


place  in  stock  picking  over  the  past 
decade  (see  table,  p.  130).  Still  Fideli- 
ty remains  a  formidable  fund  family, 
with  122  equity  funds  and  115  bond 
and  money  market  funds.  These  are 
typically  not  the  cheapest  funds  in 
their  categories — Vanguard  wins  on 
that  score — but  they  are  not  overly 
expensive  and  rarely  are  they  lag- 
gards in  performance.  It  is  thus  that 
Fidelity  has  18  funds  on  our  Best 
Buy  lists,  which  reward  funds  for  a 
combination  of  good  performance 
and  low  costs. 

Fidelity's  response  to  the  brickbats 
has  been  to  step  up  even  further  its 
commitment  to  investment  analysis. 
Since  January,  Fidelity's  complement 
of  traders,  portfolio  managers  and 
analysts,  already  by  far  the  largest  in 
the  world,  has  increased  from  390 
to  406.'  Fidelity  is  alone  in  tracking, 
on  a  company-by-company  basis,  as 
much  as  90%  of  the  U.S.  market,  as 
well  as  huge  chunks  of  firms  listed 
in  Europe  and  Asia.  Even  competi- 
tors give  Fidelity  grudging  respect. 
"They  are  the  Mayo  Clinic  of  funds," 
says  an  envious  Mario  Gabelli.  "You 
got  a  problem,  they've  got  an 
answer."  -Thomas  Easton 
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Beginning  today,  you  can  fly  the  American  Airlines  Interactive  Travel  Network'"  right  from  your  own  personal 
computer.  Our  new  line  of  AAccess™  software  programs  allows  you  the  most  ways  to  plan  and  purchase 
travel,  check  flight  status,  arrange  seating  upgrades  on  American,  review  AAdvantage*"  program  information 
and  more.  All  from  the  comfort  of  your  desktop.  Or  laptop,  as  the  case  may  be.  All  with  no  service  charges 
or  connection  fees*  To  order  Personal  AAccess™  software,  just  give  us  a  call  at  1-800-AACCESS.  For  PC  users 
with  VoiceView  software,  select  the  AA  button  in  the  main  menu.  For  a  r^  _  ■  _  or.  a  ■  —  ^ 
Internet  users,  visit  AAccess  via  the  Web ' M  at  http://www.americanair.com  /nf  f  1"b  iCon/Air IlriGS 

Something  special  in  the  air% 


Easy-To-Use  On-Line  Travel  Planning 

Choose  from  Personal  AAccess,  AAccess  via  the  Web  or 
AAccess  VoiceView™  to  purchase  tickets  to  over  400  U.S.  destina- 
tions on  many  major  airlines.  With  Personal  AAccess,  reserve  rooms 
at  over  16,000  hotel  properties  and  reserve  rental  cars  from  over  20 
companies.  And  coming  soon,  Corporate  AAccess  -  Powered  by 
SABRE'",  designed  for  corporate  travel  planning  and 
management. 


AAdvantage  Account  And  Award  Information 


Personal  AAccess  and  AAccess  via  the  Web  make  it  simple 
for  AAdvantage  program  members  to  review  their  accounts.  Just 
go  on-line  to  check  your  current  AAdvantage  mileage  posted,  as 
well  as  determine  which  awards  you  qualify  for  based  on  your 
current  mileage. 


Real-Time  24-Hour  Travel  Information 


With  our  AAccess  Gates  &  Times  feature,  you  can  review  the  most 
up-to-the-minute  arrival,  departure  and  gate  information,  as  well  as 
baggage  claim  location  for  any  American  or  American  Eagle"  flight. 
And  you  can  do  it  whenever  you  want,  day  or  night. 


Special  AAdvantage  Bonus  Offer 


Copy  Plan 


£3 


Open  Plan 


ft 


From  now  through  December  31,  1996,  AAdvantage  members 
will  receive  an  additional  500  bonus  miles  for  each  round  trip 
they  purchase  and  complete  on  American  Airlines  or 
American  Eagle  using  Personal  AAccess,  AAccess  via  the  Web 
or  AAccess  VoiceView. 


On-line  Help 


Personal  A4c  <  ess 


American  Airline*.  Amenran  Ragl. 
Amencan  Eagle  is  Amerian'3 
RTMin.il  AAucss  is  offered  fro 


jelc  .mil  AAdvantage  arc  rcmsteral  trademarks  anil  AAc  c  ess  fcnnul  AAi  c  ov.,  AAccess  via  the  Wfcb.  A*«e»  WaaAficw.  OKpnatc  AAi ,  ess  -  Pt  iwcted  I*  SABRE  and  Amcni  an  Airtmo  Inlcrai  live  Trawl  Ni-iwcak  are  trademarks,  of  Amen.  .111  Mines,  Int 

wiTi.ili.il  lie  associate   \nieni.in  sulini    ies.li.  .  die  null!  I.,  .lunge  AAdi.inl.ige  [H1.g1.11n  rules,  legiil.ilinns,  Ir.lvel  awards  and  s|x-i      offers  .11  am  nine  without  noli,  e.  and  In  end  die  AAckanl.igc  |ii.W.,ni  Willi  si.  t.i.  .nlhs  noli.e 

:e  to  AAdvantage  members  plus  »6  91  shipping  and  handling    'There  arc  no  service  charges  or  connection  fees  10  use  Personal  AAccess  software  through  12/31/96,  however,  AAccess  via  the  Web  requires .  in  on-line  service  or  Internet  seivire  provider 


FUND  SURUEY 


T.  Rowe  Price 

Strength:  International  stocks, 
small -company  nocks. 

Weakness:  Domestic  large -company 
stocks. 

Like  the  rest  of  trie  fund  industry,  T. 
Rowe  Price,  the  Baltimore -based,  no- 
load  fund  family,  has  seen  its  assets 
balloon  in  die  last  12  months.  It  now 
has  $56  billion  (up  36%  from  a  year 
ago)  among  27  stock,  33  bond  and  7 
money  market  funds. 

Money  poured  in  so  fast  that  T. 
Rowe  closed  two  small-company 
funds,  its  $1  billion  Small  Cap  Value 
in  March  and  its  $4  billion  New 
Horizons  in  June.  The  latter  was 
taking  in  an  average  of  $  1 0  million  a 
ciay  the  month  before  it  closed.  If  the 
door  was  slammed  in  your  face,  be 
thankful.  Small-company  stocks  have 
dropped  15%  from  their  June  highs. 
Should  the  correction  in  small-cap 
stocks  turn  into  a  bear  market,  there 
could  be  a  great  exodus  from  these 
two  funds,  which  would  then  pre- 
sumably reopen  to  new  customers. 
That  would  be  a  good  time  to  get  in: 
when  no  one  else  wants  in.  If  you 
can't  wait,  the  family  has  the  OTC 
Fund  available. 

International  funds  are  T.  Rowe's 
other  strong  suit,  and  the  door  is 
open  at  the  veteran  $8.3  billion 
International  Stock  Fund,  not  only  a 
Forbes  Best  Buy,  but  an  Honor  Roll 
fund  for  the  seventh  consecutive  year. 
This  fund  gained  18%  over  the  past 
year,  4.5  percentage  points  ahead  of 
Morgan  Stanley's  international 
benchmark.  The  younger  $337  mil- 
lion International  Discovery,  a  small- 
company  fund,  returned  17%. 


T.  Rowe  Price's 
Best.  Buys 


T  Rowe  Price  GNMA 

T  Rowe  Price  International  Bond 

7  Rowe  Price  T-F  Short-Intermediate 

T  Rowe  Price  T-F  Income 

T  Rowe  Price  T-F  High  Yield 

T  Rowe  Price  Equity  Income 

T  Rowe  Price  Science  &  Technology 

T  Rowe  Price  International  Stock 

T  Rowe  Price  European  Stock 

T  Rowe  Price  New  Asia 


In  terms  of  cost  and  risk-adjusted 
performance,  T.  Rowe  looks  very 
good:  Ten  of  its  funds  are  Best  Buys. 
Minimum  purchase  is  typically 
$2,500  per  fund.  -James  M.  Clash 

Charles  Schwab 

Strength:  Convenience. 
Weakness:  Relative  cost. 

The  OneSource  service  offered  by 
Charles  Schwab  &  Co.  is  a  huge  suc- 
cess, thanks  to  a  blizzard  of  ads  and  a 
bull  market.  Assets  in  the  program 
top  $33  billion,  triple  the  total  of  two 
years  before.  The  number  of  funds 
available  cost-free  to  individuals  rose 
to  576,  with  the  most  significant 
addition  being  the  Scudder  family  of 
funds.  That  leaves  Fidelity,  Vanguard 
and  T.  Rowe  Price  as  major  holdouts. 

Even  those  biggies  have  been 
accessible  via  Schwab's  Mutual  Fund 
Marketplace,  which  includes  funds 
that  carry  a  transaction  cost.  But  the 
always -tenuous  relationship  with  rival 
Fidelity  Investments  has  developed 
new  strains.  Fidelity  announced  in 
July  it  would  stop  offering  its  "retail" 
funds,  such  as  Magellan,  through  dis- 
count brokers.  That  would  include 
Schwab's  Marketplace.  Now  new 
purchasers  will  be  able  to  buy  only 
through  Fidelity's  in-house  sales.  But 
that  wasn't  all.  Fidelity  was  said  to  be 
balking  at  allowing  retail  customers  of 
Schwab  into  its  Advisor  funds,  a  set 
of  higher-expense  alternatives  that 
somebody  hung  up  on  the  Fidelity 
name  might  care  to  purchase  from  an 
outside  network  if  he  couldn't  get 
Magellan  and  the  like. 

A  Schwab  spokesman  sniffed,  "We 
feel  any  limitation  will  have  little 
impact  on  Schwab.  Schwab  cus- 
tomers have  been  net  sellers  of  Fideli- 
ty funds  this  year."  He  said  19 
growth  funds  offered  through 
Schwab's  Marketplace  had  better  five- 
year  performance  than  Magellan 
anyway.  Still,  Fidelity's  pulling  back 
leaves  the  Schwab  department  store 
less  fully  stocked.  Of  more  concern  to 
Schwab  was  a  dustup  with  indepen- 
dent financial  advisers,  who  bring  in 
a  good  40%  of  its  OneSource  assets. 
They  were  initially  upset  with 
Schwab's  planned  "funds  of  funds" 
(three  of  these  collections  of  top  per- 
formers have  been  registered  for  sale- 


later  this  year)  and  other  steps  to  help 
uncertain  individuals  allocate  their 
own  portfolios.  The  planners  are  no 
longer  on  the  warpath,  perhaps  for 
the  same  reason  that  some  big  fund 
vendors,  like  Scudder,  joined  the 
Schwab  family  after  initially  resisting: 
Namely,  it's  hard  to  boycott  a  com- 
pany that  is  enormously  popular  with 
customers.        -Tim  W.  Ferguson 

Vanguard 

Strength:  Frugality. 

Weakness:  Lack  of  star  stock  pickers. 

With  the  retirement  in  December 
of  John  Neff,  Vanguard  has  no 
famous  fund  managers.  Its  advertis- 
ing budget  is  modest.  How  is  it, 
then,  that  this  family's  assets  have 
swollen  from  $155  billion  to  $203 
billion  in  the  last  year?  Because  a  cer- 
tain fraction  of  fund  buyers  are  price 
shoppers,  and  prices  don't  get  any 
better  than  they  are  at  Vanguard. 

The  average  expense  ratio  at  Van- 
guard is  0.32%  of  assets  annually,  32 
cents  per  $100  invested.  Compare 
Fidelity,  at  close  to  1.04%,  and  the 
fund  industry,  at  well  over  1.12%.  It 
sounds  like  we're  talking  about  pen- 
nies, but  expenses  do  add  up.  If  you 
start  out  with  $100,000,  an  extra 
percentage  point  of  annual  cost  could 
easily  leave  you  $10,000  or  even 
$15,000  poorer  after  a  decade. 

In  much  of  life  you  get  what  you 
pay  for.  A  Hyundai  just  doesn't  drive 
the  same  as  a  Mercedes.  But  in 
investing?  There,  all  too  often,  you 
don't  get  what  you  pay  for.  Vanguard 
charges  you  0.27%  a  year  to  hold  the 
bonds  in  its  short-term  Treasury 
fund.  Smith  Barney  runs  a  compara- 
ble fund  with  annual  expenses  of 
0.98%.  Do  the  Treasury  notes  held 
by  Smith  Barney  yield  more  than  the 
Treasurys  held  by  Vanguard?  No. 

Junk  bonds  and  stocks  are  anoth- 
er matter:  Portfolio  skills  could  pay 
off  there.  So  we  don't  recommend 
that  you  abandon  the  search  for 
superior,  actively  managed  stock 
funds.  But  it's  worth  noting  that  per- 
formance (over  the  past  ten  years)  of 
Vanguard's  flagship  Standard  & 
Poor's  500  index  fund  has  embar- 
rassed some  85%  of  other  funds  that 
try,  often  at  great  cost,  to  actively 
outthink  the  market. 
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#1  Overall  I 

Three  Years  in  a  Row  ? 

"How  the  Discount  Brokers  Stack  Up" 


Vanguard's  Best  Buys 


Vanguard  Muni  Bond— High  Yield 
Vanguard  Muni  Bond— Long-Term 
Vanguard  Muni  Bond— Insured  Long  Term 
Vanguard  Muni  Bond— Intermediate 
Vanguard  Muni  Bond— Short-Term 
Vanguard  Muni  Bond— Limited  Term 
Vanguard  California  Tax-Free — Insured  L-T 
Vanguard  NJ  Tax  Free— Insured  L-T 
Vanguard  New  York  Tax-Free 
Vanguard  Ohio  Tax-Free — Insured  L-T 
Vanguard  Penn  Tax-Free — Insured  L-T 
Vanguard  Admiral — Long-Term  US  Treasury 
Vanguard  Admiral— Short-Term  US  Treasury 
Vanguard  Admiral — l-T  US  Treasury 
Vanguard  Fixed  Income — L-T  US  Treasury 
Vanguard  Fixed  Income — GNMA 
Vanguard  Fixed  Income — High  Yield  Corp 
Vanguard  Fixed  Income — Short-Term  Corp 
Vanguard  Fixed  Income — S-T  US  Treasury 
Vanguard  Total  Bond  Market  Fund 
Vanguard  Fixed  Income— Long-Term  Corp 
Vanguard/Windsor  II 
Vanguard  Equity  Income  Fund 
Vanguard  STAR  Fund 
Vanguard  Asset  Allocation 
Vanguard/Wellington  Fund 
Vanguard/Wellesley  Income  Fund 
Vanguard  Special — Health  Care 
Vanguard  Special — Utilities  Income 
Vanguard  Index  Trust— 500  Portfolio 
Vanguard  Index  Trust — Extended  Market 
Vanguard  Index  Trust — Growth 
Vanguard  Special — Gold  &  Prec  Metals 
Vanguard  International  Growth  Portfolio 
Vanguard  Trustees'  Equity—International 
Vanguard  Intl  Equity  Index— European 
Vanguard  Intl  Equity  Index— Pacific 


Index  funds  are  a  Vanguard  spe- 
cialty. If  you  do  want  to  put  some  of 
your  stock  money  in  a  passive  index 
fund,  use  Vanguard's.  It  costs  only 
0.2%  a  year,  far  less  than  its  major 
competitors. 

With  almost  100  funds  now  under 
its  rubric,  Vanguard  offers  one-stop 
shopping.  But  you  don't  have  to  put 
all  your  money  there.  Consider  doing 
this:  Create  a  base  of  fixed-income 
and  indexed  stock  assets  at  Vanguard, 
then  venture  outside  the  fold  occa- 
sionally with  a  more  ambitious  bet  on 
a  promising  stock  picker  or  sector. 

-Thomas  Easton  hi 
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This  year,  the  nation  's  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 

Trading  Costs  Automation  Responsiveness 

Breadth  ot  Products  Extra  Services  Account  Statements 
Mutual  Fund  Offerings    Extra  Costs       Staying  Out  of  Troubl 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994, 1995,  &  1996 


Our  Comprehensive  Scope  of  Services  Includes: 


Access  to  nearly  4,600  mutual  funds 

The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  800  and  growing) 

No-Load/Low-Load  Annuity  and 
Life  Insurance  buying  service 
(over  300  products) 


Three  separate  on-line  trading 
services,  each  offering  a  10% 
discount  from  our  commission 
rate  schedule 

No  Annual  Fee  IRA  and  QRP 

No  Annual  Fee  Cash  Manage- 
ment with  free  checkwriting 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 


(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


http://pawws.com/jwc 

Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 
service 


Jack  White,  President 


JackWhite  8c  Company 

9191  Towne  Centre  Dr.,  2nd  Floor  •  San  Diego,  CA  92122 


FUND  SURVEY 

Specialized  funds 

By  Julie  Androshick,  Riva  Atlas,  James  M.  Clash,  Kerry  A.  Dolan, 
Thomas  Easton,  Mary  Beth  Grover,  Eric  S.  Hardy  and  Rita  Koselka 


Have  a  hunch  about  die  market  or  the  economy  or  a 
particular  investment  goal  or  need?  The  tremendous 
proliferation  of  specialized  mutual  funds  allows  such 
ideas  to  be  easily  transformed  into  a  professionally  man- 
aged, mildly  diversified  package  at  minimum  cost  and 
fuss.  Below  are  ten  categories  sorted  by  relevant  criteria. 
Many  aren't  Best  Buys,  or  even  good  buys.  Rather,  they 
are  interesting  buys.  If  it  is  income  you  want,  look  at 
funds  specializing  in  real  estate  or  utilities;  if  you  are  all- 
out  bullish,  you  might  want  to  go  heavily  into  technol- 
ogy, emerging  markets  and  small  companies.  We  include 
a  category  of  self- proclaimed  "socially  conscious"  funds. 
De  jjustibus  non  est  disputandum. 

Emerging  markets 

These  funds  invest  in  developing  countries.  Some  focus 
exclusively  on  hot  regions  like  Latin  America  or  Asia;  others 
are  more  diversified.  One  thing  they  have  in  common  is 
volatility  (twice  that  of  the  U.S.).  If  you  are  the  nervous 


Fund 

3-year 
annualized 
return 

Annual 
expenses 
per  $100 

Fidelity  Emerging  Markets 

12.3% 

$1.34 

Fidelity  Southeast  Asia 

15.7 

1.14 

Montgomery-Emerging  Markets— R 

11.3 

1.76 

Scudder  Latin  America 

14.3 

2.04 

Vanguard  Intl  Eq  Index-Emerg 

NA 

.60 

Sources  for  all  tables:  Forbes;  Upper  Analytical  Services; 
Mormngstar,  Inc. 

type — most  investors  are — limit  your  exposure  here  to  5% 
or  10%  of  your  stock  market  investing. 

The  no-load  and  iow-load  funds  in  the  table  have  rea- 
sonable expense  ratios,  superior  performance  and,  except 
for  the  economical  Vanguard  Emerging  Markets  index 
fund,  at  least  three  years  of  performance  history. 

"Ethical"  investing 

Fund  operators  have  raked  in  nearly  $4  billion  of  assets 
for  44  so-called  socially  responsible  funds.  Socially  respon- 
sible? By  whose  standards?  Generally  by  politically  liber- 
al, sometimes  extremely  liberal,  standards.  Most  screen 
out  tobacco  stocks  and  gambling  stocks  and  stocks  of 
companies  suspected  of  polluting  the  environment.  Some 
apparently  cater  to  people  who  don't  think  the  nation 
should  defend  itself  if  attacked;  they  ban  investment  in 


Fund 

2-year 
annualized 
return 

Annual 
expenses 
per  $100 

Aquinas-Equity  Growth 

24.2% 

$1.50 

Citizens-Emerging  Growth 

32.5 

1.90 

Domini  Social  Equity 

23.9 

0.90 

N&B  Socially  Responsible  Fund 

23.8 

1.51 

Parnassus  Income-Balanced 

18.7 

0.72 

Pax  World  Fund 

19.4 

0.97 

S&P  500  Index 

26.0 

defense  companies.  How  about  Meyers,  Sheppard  &  Co., 
which  came  out  in  June  with  the  Pride  Fund,  which 
invests  in  blue  chips  it  deems  to  be  friendly  toward  homo- 
sexuals? Kimberly-Clark  and  IBM  are  two  of  its  favorites. 
The  Women's  Equity  Mutual  Fund  wants  companies  to 
have  a  high  number  of  women  on  the  board,  as  Fannie 
Mae  and  Avon  Products  do. 

Here's  an  interesting  ethical  question  for  these  folks:  Is 
it  okay  to  soak  fund  shareholders  if  you  are  doing  it  in  a 
good  cause?  We  ask  because  a  lot  of  the  socially  responsi- 
ble funds  charge  steep  expenses,  up  to  3.5%  of  assets  annu- 
ally. They  will  keep  your  money  pure — for  a  price.  If  you 
want  to  invest  in  this  kind  of  fund,  be  our  guest,  but  at 
least  consult  this  table.  It  identifies  6  of  those  31  "ethical" 
funds  that  assess  no  sales  commission  and  run  up  expens- 
es of  no  more  than  1.9%.  But  if  you  want  to  feel  good 
about  how  your  money  is  invested,  this  is  our  advice:  Buy 
an  index  fund  and  donate  to  charity  your  expense  savings 
and  probable  superior  return. 

Natural  resources 

If  you  want  a  bit  of  an  inflation  hedge  in  a  market  spooked 
by  fears  of  inflation,  consider  a  natural  resources  fund — 


Forbes 

5-year 

DOWN 

annualized 

Fund 

grade 

return 

American  Gas  Index  Fund 

 * 

11.4% 

Dean  Witter  Natural  Resource  Development 

B 

9.8 

Fidelity  Select-Energy 

A 

9.7 

Fidelity  Select-Energy  Service 

C 

11.0 

Invesco  Strategic-Energy 

A 

4.7 

Merrill  Lynch  Global  Resources  Trust-D 

A 

5.1 

Putnam  Natural  Resources  Fund-A 

A 

8.1 

T  Rowe  Price  New  Era  Fund 

B 

9.9 

Vanguard  Special-Energy 

A 

11.7 

*Ungraded. 
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1-year 

Fund  total  return  Yield 


that  is,  one  that  buys  shares  of  companies  that  produce  oil 
or  minerals.  Such  a  fund  is  likely  to  suffer  less  than  most 
when  stocks  tumble  in  the  face  of  inflation.  Of  the  nine 
natural  resource  funds  we  grade  in  the  main  stock  fund 
table,  all  but  one  receive  an  A  or  a  B  bear-market  rating. 
But  there's  no  free  hedge  on  Wall  Street.  We  give  all  nine 
resource  funds  D  or  F  grades  for  up  markets.  This  is 
because  we  have  gone  through  a  disinflationary  period, 
and  disinflation  isn't  great  for  natural  resource  stocks. 


CGM  Realty  17.8%  5.7% 

Cohen  &  Steers  Realty  Shares  14.2  4.5 

Columbia  Real  Estate  Equity  17.0  5.7 

Fidelity  Real  Estate  Inv  12.2  5.1 


Precious  metals 

If  you  look  only  at  performance  over  the  past  decade,  gold 
funds  are  losers.  But  who  knows  what  the  next  decade  will 
bring?  Funds  holding  precious  metals  stocks  are  not  for 
making  money  in  a  bull  market.  They  are  for  inflation  pro- 
tection, and  you've  got  to  be  very  optimistic  to  think  that 
inflation  is  really  licked  for  all  time.  It  happens  that  we 


estate  developers  (like  Catellus  Development  Corp.).  Wiy 
not  just  buy  a  REIT  directly,  saving  a  management  fee?  Two 
reasons:  1)  Diversification.  Some  REITs  own  only  mobile 
home  parks  or  only  health  care  facilities,  for  example, 
whereas  a  fund  owns  several  types.  2)  Liquidity.  Funds  are 
often  easier  to  get  into  and  out  of.  The  funds  in  the  table 
are  no-loads  with  below-average  expenses. 


B i  111' 

5-year 
annualized 
return 

Correlation 

with 
long-term 
bond  prices* 

Fidelity  Select-American  Gold 

13.4% 

-0.04 

Fidelity  Select-Prec  Metals  &  Minerals 

11.3 

-0.11 

IDS  Precious  Metals  Fund-A 

19.6 

-0.07 

Invesco  Strategic-Gold 

11.6 

-0.13 

Lexington  Goldfund 

7.7 

-0.14 

Lexington  Strategic  Investments  Fund 

2.9 

-0.14 

Lexington  Strategic  Silver  Fund 

4.2 

-0.09 

Midas  Fund 

21.4 

0.04 

United  Services-Gold  Shares  Fund 

-10.0 

-0.18 

Vanguard  Special-Gold  &  Prec  Metals 

8.0 

-0.12 

*Prices  of  precious  metals  funds  tracked  monthly  against  long-term  bond 
prices.  Negative  numbers  indicate  divergence. 
Source:  Ibbotson  Associates. 


haven't  experienced  runaway  inflation  lately,  but  that  does 
not  mean  you  shouldn't  buy  some  insurance  against  such  a 
catastrophe. 

Years  ago  that  was  all  you  needed  to  know  about  these 
funds.  Recently  there's  been  an  added  twist,  as  some 
miners  have  been  far  more  successful  than  others  in  find- 
ing new  resources.  Thus,  results  among  these  funds  vary 
widely  depending  on  which  mining  stocks  a  fund  manag- 
er picked.  Of  the  22  precious  metals  funds  that  have  been 
around  for  five  years  and  have  $50  million  in  assets,  the 
Midas  Fund  has  the  highest  five-year  return  at  a  com- 
pound annual  21%,  while  the  United  Services  Gold  Shares 
Fund  lost  1 0%  a  year. 

Only  two  of  the  funds  that  Forbes  examined  received  A 
grades  for  performance  in  down-equity  markets:  Fidelity 
Select  American  Gold  and  Lexington  Strategic  Silver  Fund. 
Given  that  gold  is  best  used  as  a  hedge  against  inflation  and 
collapsing  markets,  a  good  down-market  rating  is  vital. 

Real  estate 

These  open-end  funds  buy  either  shares  in  real  estate 
investment  trusts  (like  New  Plan  Realty  Trust)  or  real 


Short-sellers 

Funds  that  sell  shares  short  can  be  divided  into  two  camps. 
The  all-around  pessimists  include  the  Rydex  Ursa  (ursa  is 
Latin  for  bear),  which  attempts  to  mirror  a  pure  short  posi- 
tion in  s&P  500  index  futures,  and  the  Comstock  Capital 
Value  Fund,  which  links  broad  bets  against  the  market  with 
specific  shorts  of  well-known  companies.  You  would  not 
want  to  be  in  either  one  of  these  funds  unless  you  were  a 


- — Total  return  


6/6/96 

Last 

to 

12 

Fund 

7/18/96 

months 

Caldwell  &  Orkin-Aggressive  Growth 

1.1% 

34.8% 

Comstock  Capital  Value-A 

1.6 

2.0 

Crabbe  Huson  Special  Fund 

-6.8 

-5.2 

Heartland  Group-Small  Cap  Contrarian 

-6.0 

21.0 

Olstein-Financial  Alert 

-8.3 

NA 

Robertson  Stephens  Contrarian  Fund 

-0.1 

26.9 

Rydex:Ursa  Fund 

4.9 

-5.8 

NA:  Not  applicable. 


market  timer  and  you  thought  stocks  were  overpriced. 

The  other  camp  consists  of  funds  that  aim  to  excel  more 
at  stock  picking  than  at  market  timing.  They  are  less  inter- 
ested in  the  direction  of  the  market  than  in  finding  and 
shorting  overpriced  stocks.  Given  their  idiosyncrasies,  the 
selective  short-sellers  don't  perforin  uniformly  in  a  market 
slide.  Heartland  Small  Cap  Contrarian  and  Crabbe  Huson 
Special  both  did  poorly  in  the  early-July  contraction.  Lind- 
ner Bulwark  held  its  ground — and  then  slid. 

Because  the  selectively  short  funds  are  not  generalized 
market  hedges,  they  should  be  judged  on  their  own 
merits,  with  the  usual  attention  paid  to  performance,  fees 
and  consistency.  They  can  add  an  interesting  flavor  to  a 
portfolio,  particularly  at  a  time  like  now  with  so  many 
stocks  trading  at  lofty  multiples  of  their  earnings.  But  since 
their  performance  varies  all  over  the  lot,  they  won't  nec- 
essarily spare  you  from  indigestion  during  a  crash . 
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Small  companies 

A  theory  that  sporadically  enjoys  popularity  is  that  small- 
company  stocks  beat  blue  chips  over  the  long  haul.  The 
early- July  crash  in  the  over-the-counter  market  gave  some 
pause  to  small-stock  fans.  But  if  you  still  like  the  idea  of 


Fund 

I 

3 -year 
annualized 
return 

Annual 
expenses 
per  $100 

Berwyn 

14.3% 

$1.23 

Cappiello-Rushmore  Emerging  Growth 

15.2 

1.50 

Henlopen 

22.9 

2.00 

Longleaf  Partners  Small-Cap 

14.9 

1.30 

Omni  Investment 

18.7 

1.64 

Pathfinder 

23.1 

1.19 

Royce  Micro-Cap 

15.5 

1.94 

putting  part  of  your  money  into  a  diversified  portfolio  of 
smaller  stocks,  try  one  of  these  no-loads.  They  all  beat 
their  peer  group  over  the  past  three  years,  they  all  run  up 
expenses  no  greater  than  2%  of  assets  annually,  and  they  all 
invest  in  the  very  smallest  companies  (median  market  cap- 
italization of  holdings:  $250  million  or  less). 

Technology  and  health 

These  funds  buy  medical,  software  and  electronics  com- 
panies. The  technology  sector  has  delivered  some  out- 
standing performances  over  the  past  ten  years,  but  more 


Forbes 
DOWN 

Maximum 
sales 

Fund 

grade 

charge 

HEALTH 

Fidelity  Select-Biotechnology 

B 

3.00% 

Fidelity  Select-Health  Care 

A 

3.00 

Vanguard  Special-Health  Care 

A 

1.00* 

TECHNOLOGY 

Fidelity  Select-Telecommunications 

B 

3.00 

Merrill  Lynch  Technology-D 

C 

5.25 

United  Science  &  Technology  Fund-A 

C 

5.75 

'Charge  applies  only  if  you  sell  within  one  year. 

recently,  these  funds  have  experienced  gut-wrenching  drops. 
Some,  however,  are  more  volatile  than  others.  We  selected 
these  six  funds  from  a  roster  of  26  that  appear  in  our  main 
stock  tables  for  their  relatively  good  grades  in  down  mar- 
kets. All  have  good  to  excellent  up  market  performance. 
Because  of  volatility  these  funds  are  tempting  to  trade. 
Watch  out  for  die  loads. 

Utilities 

Utility  funds  usually  beat  the  averages  in  bear  markets,  but 
lag  when  the  bull  is  snorting.  Thirty-two  funds  in  the 
stock  tables  starting  on  page  150  are  invested  primarily  in 


Copley  Fund 

A+ 

none 

Fidelity  Utilities  Fund 

A 

3.2% 

Invesco  Strategic-Utilities 

A+ 

3.5 

Stratton  Monthly  Dividend  Shares 

A+ 

7.3 

electric,  telephone  or  gas  companies.  Only  the  Global  Util- 
ity Fund  did  as  well  as  the  s&P  500  in  the  past  five  years, 
but  two-thirds  of  these  utility  funds  beat  or  matched  the 
market's  15%  return  over  the  past  year — fueled  by 
investors  seeking  income  and  safety  in  a  market  that 
looked  terribly  high  to  a  lot  of  people.  The  table  identifies 
four  no-load  utility  funds  with  annual  expenses  of  no  more 
than  1.2%.  If  you  want  a  religious  adherence  to  the  utility 
sector,  get  a  financial  statement  from  your  prospective 
fund.  We  count  Stratton  Monthly  Dividend  Shares  as  a 
utility  fund,  for  example,  but  about  a  third  of  its  assets  are 
in  real  estate  securities.  Do  you  care  about  dividend 
income?  The  "yield"  column  shows  income  distributions 
over  the  last  12  months,  divided  by  ending  net  asset  value. 
The  Copley  Fund  is  an  odd  bird.  Although  it  collects 
plenty  of  dividend  income,  it  lets  the  income  accumulate; 
if  you  need  cash,  you  have  to  redeem  shares. 

Here's  something  to  think  about:  With  increasing 
deregulation  in  the  utility  business,  these  stocks  and  these 
funds  may  no  longer  be  storm  havens.  There  will  proba- 
bly be  big  winners  and  some  big  losers  in  this  previously 
sleepy  industry. 

Vulture  investing 

Funds  in  this  subsector  of  the  junk  bond  business  buy 
securities  of  companies  that  are  either  in  bankruptcy'  court 
or  possibly  headed  that  way.  Pickings  for  vulture  investors 
have  been  slim  in  1996:  Defaults  of  high-yield  debt  were 
down  33%  in  the  first  six  months  from  last  year.  Weak 
firms  have  been  able  to  raise  easy  cash  in  the  debt  and 
equity  markets,  making  bargains  hard  to  find. 

Fund  returns  in  the  last  12  months  have  mostly 
lagged,  versus  the  five-year  period.  The  funds  in  the  table 
have  just  3%  to  30%  of  their  assets  in  distressed  securities. 
Bigger  stakes  and  better  returns  await  in  bad  times. 


 Total 

return  

Fund 

1-year 

5-year 

Fidelity  Capital  &  Income  Fund 

9.5% 

15.4%* 

Merrill  Lynch  Phoenix  Fund-D 

18.0 

13.8* 

MFS  Value  Fund-A 

17.3 

17.8' 

Mutual  Series  Fund-Mutual  Shares 

10.6 

15.7' 

Mutual  Series  Fund-Qualified 

11.6 

16.5* 

Northeast  Investors  Trust 

15.4 

16.4* 

Third  Avenue  Value 

10.6 

15.6' 

'Through  6/30/96.  Through  7/16/96. 
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Our  designs  are 
constantly  changing 
but  our  philosophy 
remains  the  same. 

What  do  you  do  w hen  you  build 
some  of  the  world's  most  admired 
cars  and  trucks?  Make  them  better. 
That  dedication  can  be  seen  in 
the  completely  redesigned  Ford 
Ta  u  r  u  s,  F-l  5  0  Pickup  and  M  e  r  c  u  r y 
Sable.  The  one  thing  that  will 
never  change  is  our  commitment 
to  build  the  best  cars  and  trucks 
in    the    w  0  r  I  d   for    our    customer  s. 


Ford    •    Ford  Trucks 


Lincoln    •  Mercury 


Q_U  A  L  I  T  Y      IS      JOB  1 

Come  see  the  Ford  Exhibit  at  the  Intelligent  Transportation  Systems  World  Congress.  For  More  Information  Cail (202)  484-2902. 


dow   I  use  these  tables 


Over  the  four  decades  that  Forbes 
has  been  ratirg  mutual  funds,  one 
theme  has  been  constant:  Evaluate 
funds  on  their  defensive  attributes  as 
well  as  on  their  ability  to  deliver 
gains  in  bull  markets.  You  aren't 
always  going  to  have  bull  markets. 
Some  simple  arithmetic  makes  our 
point.  One  fund  gains  40%  a  year  for 
two  years  running,  then  loses  40%  in 
the  third  year.  The  second  hind  gains 
only  25%  in  each  of  the  two  years, 
but  holds  its  loss  to  20%  in  the  third 
year.  Which  hind  did  better?  The 
answer  is  the  second  fund,  the  one 
with  the  lesser  up  market  perfor- 
mance. (If  you  doubt  this,  do  the 
arithmetic  yourself;  it's  easy.) 

Thus  our  up  and  down  perfor- 
mance grades,  which  appear  at  the 
far  left  in  the  tables  that  follow,  set 
Forbes'  fund  survey  apart  from 
competing  roundups  of  hind  perfor- 
mance, which  blithely  assume  that  a 
single   symbol   can  summarize  a 
fund's  behavior.  For  both  up  and 
down  markets,  we  grade  on  a  curve, 
with  separate  grading  pools  for  hinds 
that  have  survived  for  three  market 
cycles  and  those  that  have  survived 
only  two  (the  two-cycle  fund 
grades  are  flagged  with  a  ■).  The 
top  5%  are  graded  A+;  the  next 
15%,  A;  the  next  25%,  B;  the  next 
25%,  C;  the  next  25%,  D;  and  the 
bottom  5%,  F. 

For  domestic  stock  funds,  the  first 
of  our  three  up  and  down  market 
cycles  begins  in  July  1984.  Global 
(p.  186)  and  foreign  (p.  190)  stock 
funds  are  also  graded  against  one 
another  over  three  bull  and  bear 
market  cycles.  The  global  stock  and 
foreign  cycles  date  back  to  March 
1984.  Junk  bonds  (p.  212)  often  act 
more  like  stocks  than  bonds,  so  We 
grade  junk  funds  over  three  long 
cycles,  beginning  in  Februarv  1987. 
Flowever,  balanced  funds  (p.  180), 
taxable  bond  funds  (p.  196),  munic- 
ipal (p.  202)  and  global  (p.  214; 
bond  funds  are  measured  against  a 
blend  of  all  up  months  and  one  of  all 
down  months  over  the  last  five  cars. 

No  fund  less  than  one  year  i 
included.  Stock,  balanced,  fore 


and  global  funds  must  have  at  least 
$50  million  in  assets;  bond  and  tax- 
free  money  funds,  $100  million  for 
single  state,  $500  million  for  nation- 
al; taxable  money  funds,  $500  mil- 
lion. To  get  a  letter  grade,  all  funds 
must  have  met  the  asset  minimums 
in  force  throughout  the  time  periods 
measured.  With  the  exception  of 
junk  bond  funds,  we  don't  report  on 
bond  funds  with  expenses  exceeding 
1%  of  assets  annually.  We  think 
expensive  bond  funds  are  lousy  buys. 

Fund/distributor.  For  a  prospec- 
tus, contact  the  distributor  that  sells 
and  redeems  each  fund's  shares.  In 


the  distributor  tables,  beginning  on 
page  233,  we  list  phone  numbers  and 
minimum  initial  investments.  Some 
funds,  such  as  Pimco  StocksPlus, 
have  high  minimum  investments  but 
are  sometimes  available  in  smaller 
doses  from  discount  brokers  Charles 
Schwab  &  Co.  (p.  142)  and/or  Jack 
White  &  Co.  (p.  138). 

Total  return.  This  shows  any  rise 
or  fall  in  net  asset  value,  assuming 
that  all  distributions  of  income  or 
capital  gains  are  reinvested. 
Overhead  and  management  expens- 
es— but  not  one-time  sales  charges — 
have  been  deducted.  The  "hypothet- 
ical results"  column  of  the  Honor 
Roll  is  the  only  performance  statistic 
that  reflects  sales  loads.  An  annual- 
ized figure  is  a  compound  annual 
return. 


Yield  is  the  total  dividends  from 
investment  income  over  the  past  12 
months  divided  by  the  June  30  net 
asset  value.  We  show  yield  for  bond 
and  balanced  funds  only. 

Assets  is  securities  plus  cash,  less 
any  liabilities;  the  figure  covers  all 
retail  classes  of  fund  shares  combined. 

Weighted  average  P/E  shows  the 
typical  price/earnings  ratio  of  the 
fund's  stock  holdings.  A  high  num- 
ber here  suggests  that  the  manager 
likes  risky  high-growth  stocks. 

Median  market  cap  indicates  the 
total  market  value  of  the  fund's  typi- 
cal stock;  a  small-stock  specialist  will 
have  a  median  market  cap  of  $1  bil- 
lion or  less. 

Weighted  average  maturity  cap- 
tures some  of  the  interest  risk  in  a 
bond  fund;  a  bond  with  a  long 
maturity  tends  to  be  riskier  than  one 
with  a  short  maturity.  Get  a  fuller 
measure  with  our  up  and  down  mar- 
ket grades;  an  A  up  market  grade 
and  a  D  or  F  down  market  grade 
suggest  that  a  fund  carries  the  kind 
of  interest-rate  risk  you  get  in  a  long- 
term  bond. 

Maximum  sales  charge  shows  the 
highest  commission  collected  by  the 
fund's  distributors,  including  any 
back-end  (exit)  charge.  In  most 
cases,  sales  charges  are  reduced  for 
large  investments.  This  column 
excludes  redemption  fees  that  are 
put  back  into  the  pot  for  sharehold- 
ers; these  are  footnoted  separately. 

Annual  expenses  per  $100  mea- 
sures how  much  of  your  capital  the 
fund's  managers  and  distributors 
devour  each  year  in  management 
charges,  marketing  costs  and  over- 
head. You  should  be  able  to  find 
good  bond  funds  with  expenses  well 
under  $1,  U.S.  stock  funds  for  well 
under '$1.50  and  foreign  funds  for 
no  more  than  $2.  Use  the  Best  Buy 
tables  that  begin  on  page  123  to  find 
bargain  funds  with  good  perfor- 
mance records. 

Data  come  from  Forbes'  own  sur- 
veys and  from  Lipper  Analytical 
Services,  Inc.  and  Morningstar,  Inc. 

Closed-end  funds  will  be  covered 
in  the  next  issue  (Sept.  9). 
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Beagle 


1 1  "ith  a  mind 
of  its  own, 
can  you  really 
train  a  beagle 
to  be  your 
best  friend? 


PAPERPORT  Vx  MEANS  YOU'LL  NEVER 
AGAIN  HAVE  TO  WASTE  TIME  RETYPING 

If  can  scan  thousands  of  words  in  minutes — 
from  virtually  any  type  of  document.  Reports. 
Memos.  Letters.  Then  PaperPort  Vx's  integrated 
OmniPage  LITE™  OCR  software  converts  these 
words  to  digital  format  so  they  can  be  edited 
or  copied. 


PAPERPORT  Vx  KEEPS  TRACK 
OF  YOUR  CONTACTS  

Tired  of  forgetting  people's 
names  and  numbers?  Just  scan 
business  cards  into  PaperPort, 
and  its  CardScan  SE™  soft- 
ware automatically  creates  a 

le  of  your  business  contacts — 
all  on  your  personal  computer. 


PAPERPORT  Vx  FITS  EASILY  INTO 
YOUR  WINDOWS  OR  MAC  SYSTEM 

s  sleek  and  small.  It  rests  right 
between  your  keyboard  and  monitor. 


D 


oes  everytnm 

^  Except 


i  coffee 


¥ 


\y  VISIONEER 


PaperPortI 


HOPE  FOUND 
FOR  PACK  RATS 

NEW  YORK  R.  -  i  I  ■  wl» 
irk-j.r  *  u-h-'i  indjj-  Ihil  iIk-w!  ihvrr 
it   forar       ■  ■  ■  r 1  l  i    uS  hopr  foi 

AirltHLJ  -     '  *    M!n       ,  j.  i     ti  . 

omu  nujn  i4  paper,  o-U  mjjpj 
ant  utida.  and  iievn  drppinp.  In 

iimii  Kindfic  itnv  Idoantotj  po- 
•onrtrl  diicimitwil  rhit  p*d.-tia 
bdunot  Mt  "i  kct.  1'inrpLrtrli 
no-nrui  and  an  mtielrw  pan  of 
llMMa  nJiurc  T'hr  icui  1IK> 
elrd  ibw  i  ii-ji  jrui  ii  I  r*tt  »m 
axiTmod  tfjm  coold  Lidt  the  dot- 
■cr  ..nfittiton  hihn,  ■!  fnfn  rK-  ngtji 
Mefa  Itocariitcr.  air  num  in  -  qucK 
it.  licicrmiric  uhji  ihfht  i,»k  iiupu 
he  A  com  of  mon  ilun  JOO  men- 
Jim  bdteve  (Sc>  fuic  Inund  ihai 
umI  <n  a  prf*iun  mwaiirJ  bf  F*]p 
Afco-bard  Vuionoi- 


PAPERPORT  Vx  GETS 

RID  OF  CLUTTER  

Then  there  are  all  of  those 
recipes,  financial  statements, 
Dear  Binky  columns,  and 
newspaper  articles  you  just 
can't  bear  to  part  with.  You 
can  use  PaperPort  to  scan 
paper  as  long  as  30  inches, 
and  photos  in  up  to  256 
shades  of  gray.  So  you  can 
save  them  forever,  and  get 
rid  of  the  originals — with 
no  remorse. 


<•?_•:>%-.-  .  :;s>. 


PAPERPORT  Vx  MAKES 

SMART  ARCHIVES  

Imagine  never  having  to  rummage 
to  find  an  important  slip  of  paper: 
PaperPort  lets  you  create  archives  of 
critical  documents — receipts,  invoices, 
your  car  registration,  even  those 
love  notes  from  the  7th  grade 


PAPERPORT  Vx  PUTS  POWER 
BEHIND  YOUR  E-MAIL  

You're  reading  the  Sunday 
paper  and  come  across  a  hot 
article  about  your  competition. 
So  you  scan  it  in,  annotate  it, 
and  e-mail  it  to  your  sales 
team  overseas — giving  them 
the  data  they  need  to  win  a 
big  account  Monday  morning. 


PAPERPORT  Vx  IN 
THREE  EASY  STEPS 

1 .  Feed  in  a  docu- 
ment. In  as  quick 
as  2  seconds, 

it's  scanned. 

2.  Drag  and  drop  it 
onto  more  than  100 
popular  applications. 


  3.  Edit,  copy,  print, 

|"«  e-mail,  fax,  file,  or 

tweak  the  material 
as  necessary. 


PAPERPORT 


v; 


PAPERPORT  Vx  TURNS  YOUR 
PRINTER  INTO  A  COPIER, 
AND  YOUR  COMPUTER  INTO 
A  FAX  MACHINE  

Save  desk  space — not  to 
mention  dollars.  Scan  a  docu- 
ment into  PaperPort  and  print 
it  from  your  personal  computer. 
Or  save  your  paper  and  fax  if, 
using  your  modem. 

YES,  FEED  ME  MORE... 

1  -800-787-7007,  ext.  75 1 

http://www.visioneer.com 

Or  contact  an  authorized  reseller. 


V  I  S  I  O  N  E  E  R 


<i£Y 


Stock  funds 


Pay  close  attention  10  rhc  down  market  grades  in  this 
table.  If  the  recent  "correction"  is  the  start  of  a  bear 
market,  preservation  of  capital  will  be  far  more  important 
than  sexy  12-month  returns.  Funds  with  the  best  bull 
market  grades  are  often  heavily  weighted  with  high 
growth  and  high-risk  stocks,  and,  thus,  fare  poorly  in  bear 


markets.  Forbes  rates  stock  funds  through  three  up-and- 
down  market  cycles;  to  be  graded,  a  fund  must  have  been 
in  existence  for  at  least  two  full  cycles,  dating  back  to 
Nov.  30,  1987.  Stock  funds'  last  down  period — May  31, 
1996  to  July  16 — is  only  six  weeks,  but  could  signal 
what's  ahead  in  an  extended  bear  market. 


10/31/90  to 
5/31/96 


5/31/96  to 
7/16/96 


/31/84 
to 

7/16/96 


/96  aver 
P/ 


t       sales  expenses 
charge  per 
($b'il)  $100 


Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

13.3% 

w 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

■D 

■A 

AAL  Capital  Growth/AAL 

 * 

11.5% 

10.3% 

$1,421 

18.4 

$24.3 

4.75% 

$1.12 

AAL  Mid  Cap  Stock'/AAL 

 * 

9.9 

440 

28.1 

1.5 

4.75 

1.39 

AAL  Utilities  Fund/AAL 

 * 

12.9 

124 

15.3 

17.1 

4.75 

1.20 

■C 

D 

AARP  Growth-Capital  Growth/Scudder 

 * 

8.6 

10.9 

798 

12.9 

10.5 

none 

0.91 

■D 

A 

AARP  Growth-Growth  &  Income/Scudder 

16.4 

14.8 

3,952 

15.7 

9.7 

none 

0.70 

A 

C 

Acorn  Fund/Acorn 

17.2% 

12.9 

17.7 

2,813 

14.7 

1.2 

none 

0.57 

■D 

B 

Addison  Capital  Shares/Addison 

14.5 

12.0 

51 

14.6 

7.9 

none 

1.97 

■D 

A 

AIM  Blue  ChipVAIM 

 * 

14.7 

11.8 

79 

22.9 

15.7 

5.50 

1.30a 

A+ 

F 

AIM  Equity-Aggressive  Growth/AIM 

16.8 

5.8 

25.9 

2,917 

24.5 

0.8 

t 

1.08a 

C 

A 

AIM  Equity-Charter-A/AIM 

15.3 

9.1 

10.4 

2,839 

18.5 

22.8 

5.50 

1.17 

A+ 

F 

AIM  Equity-Consteilation-A/AIM 

19.8 

1.4 

17.8 

10,349 

22.7 

3.9 

5.50 

1.20a 

6 

C 

AIM  Equity-Weingarten-A/AIM 

16.7 

4.8 

9.4 

5,029 

19.2 

8.6 

5.50 

1.20a 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did 
not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a-.  Net  of  absorption  of 
expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor  formerly  AAL  Smaller  Company  Stock.  Formerly  Baird  Blue  Chip. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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—Annualized  total  return   Assets  Weighted  Median  Maximum  Annual 

7/31/84         last        5-year  6/30/96    average  market  sales  expenses 

to            12  ($mil)       P/E         cap  charge  per 

7/16/96       months  ($bil)  $100 


Standard  &  Poor's  500  stock  average 


16.4% 


15.1%  13.3% 


Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

D 

D 

AIM  Growth  Fund-A/AIM 

12.3% 

3.8% 

8.2% 

$433 

21.4 

$5.6 

5.50% 

$1.28 

B 

C 

AIM  Summit  Fund/AIM 

14.5 

3.8 

11.6 

1,191 

19.7 

7.0 

** 

0.71 

A 

B 

AIM  Value  Fund-A/AIM 

17.2 

4.1 

17.2 

8,401 

15.3 

10.4 

5.50 

1.12a 

Alger  Fund-Capital  Appreciation/Alger 

 * 

10.8 

138 

25.5 

4.9 

5.00 

2.54 

■B 

C 

Alger  Fund-Growth/Alger 

 * 

0.6 

14.8 

247 

24.1 

9.4 

5.00b 

2.08 

Alger  Fund-MidCap  Growth/Alger 

 * 

2.7 

— * 

105 

26.8 

2.7 

5.00 

2.32 

■A 

■D 

Alger  Fund-Small  Capitalization/Alger 

 * 

-5.4 

12.7 

558 

26.4 

1.5 

5.00b 

2.13 

B 

D 

Alliance  Fund-A/Alliance 

14.6 

3.4 

13.1 

979 

15.9 

22.6 

4.25 

1.08 

C 

B 

Alliance  Growth  &  Income-A/Alliance 

14.5 

12.7 

11.0 

787 

15.9 

26.2 

4.25 

1.05 

Alliance  Growth  Fund-A/Alliance 

_* 

6.1 

16.5 

2,965 

14.9 

13.1 

4.25 

1.28 

Alliance  Premier  Growth-A/Alliance 

 * 

6.2 

513 

18.2 

24.3 

4.25 

1.75 

A 

D 

Alliance  Quasar  Fund-A/Alliance 

15.8 

36.5 

14.6 

320 

22.5 

1.1 

4.25 

1.83 

A+ 

F 

Alliance  Technology  Fund-A/Alliance 

17.6 

-8.9 

24.9 

1,050 

24.8 

7.3 

4.25 

1.75 

C 

C 

Amcap  Fund/American  Funds 

13.5 

1.7 

10.1 

3,604 

17.4 

13.3 

5.75 

0.71 

Amcore  Vintage  Equity/Bisys 

 * 

12.7 

_* 

225 

17.4 

20.6 

none 

1.36a 

American  Gas  Index/Rush  more 

 * 

20.8 

11.4 

208 

20.5 

2.1 

none 

0.85 

D 

A 

American  Growth  Fund-D/American  Growth 

10.9 

5.4 

13.1 

112 

19.2 

18.3 

5.75 

1.40 

D 

A 

American  Mutual  Fund/American  Funds 

14.6 

14.5 

12.4 

7,372 

15.1 

11.7 

5.75 

0.59 

D 

B 

American  National  Growth/Securities  Mgmt 

13.2 

7.9 

9.9 

142 

16.2 

16.6 

5.75 

0.98 

D 

A 

American  National  Income/Securities  Mgmt 

13.0 

13.4 

11.7 

153 

15.8 

13.2 

5.75 

1.12 

American  Performance  Equity/Bisys 

_* 

15.0 

10.4 

87 

16.4 

30.0 

4.00 

1.12a 

AmSouth  Equity  Fund/Bisys 

 * 

11.4 

12.8 

391 

18.0 

13.1 

4.50 

1.03 

AmSouth  Regional  Equity/Bisys 

 * 

11.8 

13.2 

96 

15.1 

3.7 

4.50 

1.06a 

C 

C 

Amway  Mutual  Fund/Amway 

14.3 

16.5 

10.3 

91 

15.8 

21.1 

3.00 

1.10 

■C 

D 

API  Trust-Growth/Yorktown 

* 

3.9 

10.2 

66 

27.0 

4.8 

none 

2.24a 

Ariel  Appreciation  Fund/Ariel 

 * 

13.8 

8.4 

135 

16.5 

1.6 

none 

1.36a 

■D 

C 

Ariel  Growth  Fund/Ariel 

 * 

11.8 

8.9 

116 

16.1 

1.2 

none 

1.35 

Artisan  Small  Cap  Fund/Artisan 

 * 

9.9 

_* 

400 

14.2 

0.4 

t 

1.54 

Atlas  Growth  &  Income-A/Atlas 

 * 

14.5 

11.8 

122 

19.4 

8.8 

3.00 

1.24 

A 

D 

Babson  Enterprise  Fund/Jones  &  Babson 

15.3 

13.1 

15.5 

225 

16.3 

0.2 

t 

1.09 

C 

C 

Babson  Growth  Fund/Jones  &  Babson 

13.6 

13.0 

11.4 

281 

19.5 

17.6 

none 

0.85 

■B 

C 

Babson  Value  Fund/Jones  &  Babson 

_* 

13.0 

15.6 

513 

17.0 

11.8 

none 

0.98 

■C 

D 

Baird  Capital  Development/Baird 

 * 

3.1 

10.1 

52 

18.2 

2.3 

t 

1.40 

■A 

■D 

Baron  Asset  Fund/Baron 

 * 

19.9 

19.3 

1,125 

20.1 

1.0 

none 

1.40 

Baron  Growth  &  Income/Baron 

 * 

21.5 

 * 

172 

18.0 

1.2 

none 

1.70 

D 

B 

Bartlett  Basic  Value/Legg  Mason 

12.1 

10.6 

11.7 

129 

15.8 

10.0 

none 

1.19 

Bear  Stearns  S&P  Stars-A/Bear  Stearns 

0.9 

 * 

77 

16.8 

26.2 

4.75 

1.50a 

Benham  Equity  Growth/20th  Century 

14.0 

13.5 

197 

14.9 

20.7 

none 

0.71 

Benham  Income  &  Growth/20th  Century 

 * 

16.3 

14.1 

537 

15.6 

26.2 

none 

0.67 

Benham  Utilities  lncome/20th  Century 

* 

17.0 

 * 

163 

14.1 

14.1 

none 

0.75a 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/1 6/96 .  «Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  "Available  only 
through  monthly  contractual  plan.  a.  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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FUND  SURVEY 

Performance 
UP     DOWN  " 
—markets— 

Fund/distnt^P 

 Annualized  total  return  

7/31/84         last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
(Smil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

■  _, 

m 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

16.4% 
14.5% 

15.1% 
10.6% 

13.3% 
13.2% 

18.5 

$10.3 

$1.20 

D 

B 

Berger  Growth  &  Income'/Berger 

12.4% 

7.3% 

11.8% 

$324 

17.0 

$18.8 

none 

$1.57 

A 

B 

Berger  One  Hundred/Berger 

17.1 

3.4 

13.1 

2,105 

21.1 

9.9 

none 

1.44 

Berger  Small  Company  Growth/Berger 

* 

22.4 

— * 

816 

28.1 

0.6 

none 

1.74 

B 

D 

Berwyn  Fund/Berwyn 

13.6 

-0.8 

15.0 

98 

10.6 

0.4 

none§ 

1.23 

B 

C 

Wm  Blair-Growth/Wm  Blair 

14.6 

8.6 

15.1 

448 

24.7 

4.5 

none 

0.65 

BNY  Hamilton  Equity  Income/Bisys 

— * 

11.8 

— * 

205 

16.4 

23.7 

4.50% 

1.00 

Bramwell  Growth  Fund/Bramwell 

 * 

0.8 

 * 

142 

22.3 

12.5 

none 

1.75 

Brandywine  Blue  Fund/Brandywine 

 * 

-0.9 

17.2 

314 

17.9 

6.3 

none 

1.14 

■A 

D 

Brandywine  Fund/Brandywine 

-1.5 

17.3 

5,509 

19.7 

8.4 

none 

1.05 

Brinson  US  Equity/Fund/Plan 

18.3 

— * 

126 

18.0 

9.8 

none 

0.80a 

D 

F 

Bull  &  Bear  Special  Equities'/Bull  &  Bear 

8.4 

-2.4 

9.3 

57 

18.0 

2.8 

none 

2.88 

F 

A+ 

Burnham  Fund-A/Bumham 

13.1 

8.9 

9.6 

114 

16.4 

25.2 

5.00 

1.50 

Cadence  Capital  Apprec-lnst/Pimco  Advisors 

 * 

12.7 

15.2 

348 

15.4 

11.7 

none 

0.70 

Cadence  Micro  Cap  Growth-lnst/Pimco  Advisors  — * 

15.7 

— * 

84 

NA 

NA 

none 

1.50 

Cadence  Mid  Cap  Growth-lnst/Pimco  Advisors 

 * 

5.6 

 * 

232 

17.6 

3.3 

none 

0.70 

■F 

■C 

Calvert  Social  Inv-Equity-A/Calvert 

 * 

2.7 

4.7 

100 

15.0 

7.5 

4.75 

1.33 

Calvert  Strategic  Growth-A/Calvert 

11.9 

— * 

170 

29.5 

1.7 

4.75 

2.32 

■D 

A+ 

Capital  Income  Builder/American  Funds 

 * 

13.1 

11.6 

5,088 

10.3 

12.4 

5.75 

0.72 

D 

B 

Capstone  Growth  Fund/Capstone 

12.3 

12.4 

7.8 

59 

19.0 

22.7 

none 

1.24 

D 

B 

Cardinal  Fund/Cardinal 

13.6 

11.1 

9.9 

234 

14.8 

18.5 

4.50 

0.69 

C 

B 

Century  Shares  Trust/Century  Shares 

15.6 

14.4 

12.2 

244 

12.6 

3.7 

none 

0.94 

A+ 

D 

CGM  Capital  Development/CGM 

21.1 

21.0 

18.0 

603 

12.0 

10.4 

t 

0.85 

CGM  Realty  Fund/CGM 

 * 

17.8 

 * 

75 

21.0 

0.3 

none 

1.00a 

Chesapeake  Growth  Fund/Chesapeake 

 * 

-16.7 

 * 

480 

22.7 

0.6 

t 

1.43 

Chicago  Trust  Growth  &  Income/Fund/Plan 

19.3 

 * 

191 

21.4 

26.1 

none 

1.00a 

B 

A 

Clipper  Fund/Clipper 

16.2 

18.0 

16.7 

465 

14.2 

21.5 

none 

1.08 

Cohen  &  Steers  Realty  Shares/Cohen 

 * 

14.2 

15.0 

1,031 

18.1 

0.6 

none 

1.12a 

Colonial  Global  Utilities-A/Colonial 

7.4 

— * 

186 

15.5 

10.5 

5.75 

1.29a 

B 

C 

Colonial  Growth  Shares-A/Colonial 

15.6 

13.5 

13.2 

340 

13.5 

8.1 

5.75 

1.12 

■B 

D 

Colonial  Small  Stock-A/Colonial 

 * 

4.5 

16.3 

188 

14.2 

0.4 

5.75 

1.45 

Colonial  US  Fund  for  Growth-A/Colonial 

 * 

8.5 

* 

484 

15.9 

23.8 

5.75 

1.46 

Columbia  Common  Stock/Columbia 

 * 

15.0 

— * 

440 

17.7 

19.8 

none 

0.72 

B 

B 

Columbia  Growth  Fund/Columbia 

15.7 

10.5 

13.4 

989 

17.8 

14.4 

none 

0.70 

■A 

F 

Columbia  Special  Fund/Columbia 

 * 

8.4 

15.8 

1,609 

19.8 

2.9 

none 

0.92 

Commerce  Aggressive  Growth  Fund/Commerce  — * 

G  0 
3.3 

* 

bb 

MA 

IMA 

MA 
IMA 

0.  JU 

1  1  "3 

I. la 

Commerce  Growth  Fund/Commerce 

 * 

14.6 

 * 

169 

NA 

NA 

3.50 

1.07 

■D 

B 

Common  Sense-Growth  &  Income/PFS 

 * 

12.2 

11.9 

923 

18.0 

21.7 

8.50 

0.96 

■C 

C 

Common  Sense-Growth  Fund/PFS 

7.9 

11.8 

2,863 

16.8 

16.8 

8.50 

1.00 

Common  Sense  ll-Emerg  Growth-A/PFS 

 * 

14.0 

* 

71 

NA 

NA 

5.50 

2.75 

Common  Sense  il-Growth-A/PFS 

6.3 

104 

NA 

NA 

5.50 

2.75 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Berger  One  Hundred  and  One.  Reflects 

performance  of  Capital  Growth  prior  to  6/92  merger. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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e'll  have  you  for  lunch. 


or  you'll  wear  him  to  DIXXKR. 


Such  a  cruel  world.  Full  of  winners,  losers  —  and  very  little  in  between.  So  as  you  face  your  competitors, 
consider  how  we  stand  up  to  ours.  With  the  most  extensive  intermodal  system  east  of  the  Mississippi.  Nationwide 
origin-to-destination  service  through  our  partnerships  with  western  railroads  and  our  own 
terminals  across  the  country.  And  the  strength  of  the  CSX  global  transportation  network, 
giving  you  access  to  more  equipment  and  services  than  anyone. 

If  you'd  like  us  on  your  side,  call  1-800-279-6779.  Because  in  every  battle,  every  day, 
your  every  move  counts.  INTERMODAL 

©1996  CSX  Intermodal  Part  of  the  CSX  global  transportation  network  htlp  //www  csxi.com 
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Performance  , 
UP     DOWN  ' 
— markets — 

 J;  uj  .    .  ^—  

Fund/dibtdbtltqjv 

, ,  — 

 Annualized  total  return  

7/31/84         last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

16.4% 
14.5% 

15.1% 
10.6% 

13.3% 
13.2% 

18.5 

$10.3 

$1.20 

Common  Sense  1  (-Growth  &  Income-A/PFS 

* 

11.1% 

 * 

$70 

NA 

NA 

5.50% 

$2.44 

D 

B 

Composite  Growth  &  Income-A/Murphey 

13.4% 

15.6 

12.1% 

182 

18.2 

$20.5 

4.50 

1.11 

■C 

D 

Composite  Northwest  Fund-A/Murphey 

5.9 

7.5 

187 

19.7 

7.9 

4.50 

1.08 

F 

A+ 

Copley  Fund/Copley 

12.1 

14.2 

10.5 

75 

16.3 

3.0 

none 

1.03 

■D 

A 

Cowen  Income  +  Growth-A/Cowen 

18.4 

11.6 

51 

15.1 

9.0 

4.75 

1.31a 

Crabbe  Huson  Equity  Fund/Crabbe 

 * 

0.2 

13.8 

478 

14.3 

5.4 

none 

1.39 

■B 

B 

Crabbe  Huson  Special  Fund/Crabbe 

 * 

-5.2 

14.7 

684 

11.8 

0.6 

none 

1.35 

Davis  Financial  Fund-A/Davis 

 * 

18.1 

20.9 

90 

13.4 

2.9 

4.75 

1.18 

B 

D 

Davis  Growth  Opportunity-A'/Davis 

14.9 

-3.6 

8.7 

63 

12.1 

6.8 

4.75 

1.51 

B 

B 

Davis  New  York  Venture-AVDavis 

18.7 

11.9 

16.1 

2,576 

16.4 

14.3 

4.75 

0.87 

B 

B 

Dean  Witter  American  Value/Dean  Witter 

15.8 

8.7 

14.1 

2,836 

20.3 

12.5 

5.00b 

1.61 

Dean  Witter  Capital  Growth/Dean  Witter 

11.2 

5.9 

524 

21.1 

11.2 

5.00b 

1.84 

A 

D 

Dean  Witter  Developing  Growth/Dean  Witter 

11.8 

9.4 

15.6 

754 

24.1 

2.5 

5.00b 

1.70 

c 

B 

Dean  Witter  Dividend  Growth/Dean  Witter 

15.1 

13.8 

12.2 

10,519 

17.1 

23.1 

5.00b 

1.31 

Dean  Witter  Health  Sciences/Dean  Witter 

24.6 

507 

22.4 

1.8 

5.00b 

220 

Dean  Witter  Mid-Cap  Growth/Dean  Witter 

12.6 

_* 

310 

33.0 

2.8 

5.00 

2.01 

D 

B 

Dean  Witter  Natural  Resource  Dev/Dean  Witter  11.3 

17.0 

9.8 

167 

17.1 

12.8 

5.00b 

1.90 

Dean  Witter  Utilities/Dean  Witter 

11.1 

9.2 

2,982 

15.2 

12.6 

5.00b 

1.65 

■C 

■C 

Dean  Witter  Val-Added  Mkt-Equity/Dean  Witter  — * 

8.1 

12.0 

961 

16.7 

8.5 

5.00b 

1.64 

Delafield  Fund/Reich  &  Tang 

17.5 

54 

23.0 

0.8 

none 

1.67a 

D 

B 

Delaware  Group  Decatur  Income-A/Delaware 

14.2 

14.9 

12.8 

1,492 

19.2 

8.2 

4.75 

0.87 

■D 

B 

Delaware  Group  Decatur  Tot  Ret-A/Delaware 

16.2 

13.2 

615 

18.1 

8.2 

4.75 

1.19 

■B 

D 

Delaware  Group  DelCap-A/Delaware 

8.0 

9.7 

923 

22.8 

2.7 

4.75 

1.35 

A+ 

F 

Delaware  Group  Trend-A/Delaware 

16.1 

12.8 

19.3 

539 

15.7 

0.9 

4.75 

1.27 

■B 

B 

Delaware  Group  Value-A/Delaware 

12.3 

14.2 

196 

14.3 

0.5 

4.75 

1.48 

B 

B 

Dodge  &  Cox  Stock  Fund/Dodge 

17.2 

12.6 

14.6 

1,694 

14.3 

15.0 

none 

0.60 

Domini  Social  Equity/Signature 

 * 

12.6 

12.2 

81 

17.9 

21.7 

none 

0.98 

C 

B 

Dreyfus  Appreciation  Fund/Dreyfus 

15.1 

21.5 

13.1 

605 

17.0 

38.0 

none 

0.92 

■F 

A+ 

Dreyfus  Capital  Value-A  Premier/Dreyfus 

2.0 

-0.2 

314 

25.5 

3.1 

4.50 

1.69 

C 

C 

Dreyfus  Core  Value-lnvestor/Dreyfus 

14.6 

14.1 

12.7 

444 

NA 

NA 

none 

1.13a 

Dreyfus  Disciplined  Stock-R/Dreyfus 

15.6 

13.5 

678 

NA 

NA 

none 

0.90 

D 

A 

Dreyfus  Fund/Dreyfus 

12.1 

3.1 

8.1 

2,679 

14.4 

16.6 

none 

0.74 

Dreyfus  Growth  &  Income/Dreyfus 

 * 

7.8 

 * 

1,977 

15.5 

11.0 

none 

1.06 

D 

B 

Dreyfus  Growth  Opportunity/Dreyfus 

11.6 

7.3 

8.3 

429 

15.7 

12.3 

none 

1.04 

Dreyfus  MidCap  IndexVDreyfus 

7.2 

13.0 

157 

18.0 

2.1 

none 

0.50a 

■B 

D 

Dreyfus  New  Leaders/Dreyfus 

 * 

10.5 

13.8 

737 

20.2 

0.6 

none 

1.19a 

Dreyfus  S&P  500  IndexVDreyfus 

 * 

14.5 

12.8 

500 

17.2 

28.6 

none 

0.55 

C 

D 

Dreyfus  Special  Growth-Investor/Dreyfus 

11.6 

-0.2 

9.0 

62 

19.2 

2.4 

none 

1.40 

D 

B 

Dreyfus  Third  Century/Dreyfus 

13.2 

13.2 

8.8 

465 

16.8 

14.7 

none 

1.12 

D 

C 

EV  Traditional  Growth/Eaton  Vance 

13.0 

11.1 

8.1 

151 

16.6 

14.0 

4.75 

1.00 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  ■Fund  rated  for  two  periods  only,  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  ^Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund  a  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  Formerly  RPF  of  America-Growth-A.  Formerly 
New  York  Venture-A.  Forn  erly  Peoples  S&P  MidCap  Index.  'Formerly  Peoples  Index. 
Sources:  Forbes;  bppt:     tfytical  Services;  Mornmgstar,  Inc. 
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his  Capital  One  team 
develops  credit  card 
products  with  individual 


Capital  One  Bank  has  developed  an  innovative  "information- 
based"  approach  to  the  credit  card  business.  The  company's 
ability  to  bring  the  right  product  to  the  right  customer 
has  made  it  a  market  leader.  When  Capital  One  wanted 
to  access  new  investors  and  lower  funding  costs,  UBS 
customized  an  asset-backed  Eurobond  which  accessed  a 


custom-tailored  an 
asset-backed  Eurobond 
for  Capital  One 
the  same  way. 


European  investor  base  at  significant  savings  to  Capital  One. 
Capital  One  benefited  from  UBS'  unique  global  resources, 
combined  with  the  strength  of  our  relationships  with 
investors  worldwide.  If  your  company  can  use  that  kind 
of  customized  attention,  put  UBS  on  your  team.  Call 
Douglas  Renfield-Miller,  UBS  Securities  at  (212)821-3345. 


I  Bank  ol  Switzerland,  2VI  Tjrk  Avenue,  New  York,  NY  1(1171  telephone  (212)  821*3000.  "(her  office-  in  North  Ame 


i  li.mk  ol  Switzerluul 
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RJND  SURVEY  


Performance 
UP  DOWN 

—markets— 

Fund/distributor 

 Annualized  total  return  

7/31/84         last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

13.3% 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

D 

c 

EV  Traditional  Special  Equities/Eaton  Vance 

10.4% 

10.0% 

6.1% 

$75 

17.2 

$6.7 

4.75% 

$1.08 

D 

A 

EV  Traditional  Stock/Eaton  Vance 

13.6 

11.9 

9.3 

114 

16.4 

15.6 

4.75 

1.04 

p 

A+ 

EV  Traditional  Total  Return/Eaton  Vance 

13.2 

15.9 

8.9 

502 

14.0 

5.1 

4.75 

1.19 

■D 

A 

Eclipse  Financial  Asset— Equity/Eclipse 

* 

11.7 

12.3 

162 

15.0 

1.4 

none 

1.14 

■C 

■C 

Enterprise  Group-Cap  Apprec-A/Enterprise 

_* 

-0.1 

10.1 

127 

23.3 

12.7 

4.75 

1.75 

B 

c 

Enterprise  Group-Growth-A/Enterprise 

15.1 

14.5 

15.3 

165 

22.9 

23.7 

4.75 

1.60 

■D 

■B 

Enterprise  Group-Growth  &  Inc-A/Enterprise 

 * 

16.1 

12.0 

69 

16.1 

16.8 

4.75 

1.50a 

A 

D 

Evergreen  Aggressive  Growth-A/Lieber 

16.3 

9.9 

15.7 

103 

27.1 

6.7 

4.75 

1.25 

B 

c 

Evergreen  Fund-A/Lieber 

13.4 

10.9 

11.9 

302 

17.4 

8.1 

4.75 

1.46 

■C 

B 

Evergreen  Growth  &  Income-A/Lieber 

* 

15.3 

15.0 

168 

16.1 

5.2 

4.75 

1.55a 

F 

A+ 

Evergreen  Utility-AVLieber 

12.1 

14.5 

8.7 

144 

13.3 

12.4 

4.75 

0.79a 

■D 

B 

Evergreen  Value  Fund-A/Lieber 

10.1 

11.2 

471 

14.6 

16.3 

4.75 

0.90 

Excelsior-Business  &  Ind  RestructVEdgewood 

— * 

13.4 

84 

15.2 

6.6 

4.50 

0.91 

Excelsior-Commun  &  EntertainmentVEdgewood  — * 

-9.1 

 * 

54 

20.9 

12.4 

4.50 

0.92 

Excelsior-Early  Life  CycleVEdgewood 

* 

-7.4 

 * 

93 

23.7 

0.8 

4.50 

0.90a 

■C 

D 

Excelsior-Equity  Fund7Edgewood 

* 

7.6 

14.6 

275 

20.3 

14.5 

4.50 

1.05a 

Excelsior-Global  CompetitorsVEdgewood 



6.2 

79 

18.5 

20.0 

4.50 

0.89 

■C 

B 

Excelsior-Income  &  GrowthVEdgewood 

8.9 

14.6 

128 

16.0 

6.2 

4.50 

1.05a 

Fairport  Midwest  Growth/Roulston 

 * 

4.1 

 * 

57 

19.0 

1.0 

none 

1.38a 

■C 

c 

FAM  Value  Fund/FAM 

7.4 

11.0 

267 

15.5 

1.6 

none 

1.25 

D 

A 

FBL-Growth  Common  Stock/FBL 

11.4 

17.2 

13.0 

88 

16.9 

0.6 

5.00b 

1.60 

c 

B 

Federated  American  Leaders-A/Federated 

14.4 

12.7 

13.2 

937 

13.9 

19.0 

5.50 

1.16a 

■C 

D 

Federated  Growth  Strategies-AVFederated 

 * 

12.3 

9.2 

289 

17.1 

11.6 

5.50 

1.11a 

Federated  Mid-Cap  Fund/Federated 

 * 

6.2 

57 

20.5 

2.3 

none 

0.60a 

Federated  Mini-Cap  Fund/Federated 

5.7 

* 

189 

18.1 

0.6 

none 

0.75a 

B 

c 

Federated  Stock  Trust/Federated 

14.7 

14.3 

13.7 

773 

14.9 

20.9 

none 

1.01a 

■F 

A+ 

Federated  Utility  Fund-F/Federated 

* 

14.7 

10.9 

1,674 

13.8 

12.5 

2.00 

1.12a 

Fidelity  Advisor  Equity  Growth-A/Fidelity  Adv 

6.8 

2,979 

21.6 

8.3 

3.50 

1.55 

Fidelity  Advisor  Equity  Inc-A/Fidelity  Adv 

9.9 

1,855 

15.1 

18.1 

3.50 

1.48 

■B 

■C 

Fidelity  Advisor  Growth  Oppors-A/Fidelity  Adv 

8.3 

15.3 

13,113 

17.9 

11.1 

3.50 

1.44 

D 

A 

Fidelity  Advisor  Strat  Oppors-A/Fidelity  Adv 

15.3 

5.0 

10.6 

746 

12.1 

10.5 

3.50 

1.61 

Fidelity  Blue  Chip  Growth/Fidelity 

 * 

0.1 

16.5 

8,516 

21.7 

8.2 

3.00 

0.98 

■C 

C 

Fidelity  Capital  Appreciation/Fidelity 

 * 

1.3 

11.3 

1,664 

22.5 

1.4 

3.00 

1.09 

A 

B 

Fidelity  Contrafund/Fidelity 

20.0 

10.7 

17.7 

19,641 

18.5 

10.4 

3.00 

0.98 

A 

C 

Fidelity  Destiny  Portfolio  I/Fidelity 

18.7 

10.0 

17.4 

4,479 

16.3 

18.2 

0.68 

■A 

C 

Fidelity  Destiny  Portfolio  ll/Fidelity 

 * 

9.7 

17.3 

2,432 

16.3 

18.4 

** 

0.80 

Fidelity  Disciplined  Equity/Fidelity 

5.5 

13.7 

2,221 

16.9 

14.9 

none 

0.86 

Fidelity  Dividend  Growth/Fidelity 

 * 

14.3 

1,287 

15.6 

8.7 

none 

1.19 

Fidelity  Emerging  Growth/Fidelity 

 * 

-1.0 

16.0 

1,815 

25.8 

8.6 

3.00 

1.10 

C 

B 

Fidelity  Equity-lncome/Fidelity 

14.8 

14.7 

15.4 

12,331 

15.5 

15.4 

none 

0.68 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  ■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  "Available  only 
through  monthly  contractual  plan.  a-.  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Reflects  performance  of  ABT 

Utility  prior  to  6/95  merger.  'Formerly  UST  Master  Funds.  'Formerly  Federated  Growth  Trust. 

Sources:  Forbes:  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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THE  ANSWER  TO  ALL  YOUR 
RETIREMENT  QUESTIONS. 

A  human  voice. 

We  know  how  you  feel. 

With  all  the  rules  and  choices  and  changes,  investing  for 
retirement  can  be  confusing  and  frustrating. 

That's  why  we've  created  the  Retirement  Resource  Center. 

For  while  we're  the  authors  of  any  number  of  helpful  books 
and  brochures,  we  know  there  are  times  when  you  need  to  ask 
a  complicated  question  and  get  a  clear  answer.  From  an  expert. 
A  human  being. 

So  now  you  can  call  our  dedicated  team  of  professionals 
weekdays  8  a.m.  to  6  p.m. 

They  can  help  you  find  out  anything — from  what  to  do 
about  your  401  (k)  distribution  to  how  the  proposed  tax  changes 
can  affect  your  IRA  investment. 

Best  of  all,  this  is  a  service.  Not  a  sales  pitch. 


Call  our  Retirement  Resource  Center 
at  1-800-354-2999. 

TH^ansuarclGROue 

1996  THE  VANGUARD  MARKETING  CORP..  DISTRIBUTOR  FUNDS  ARE  OFFERED  ONLY  BY  PROSPECTUS.  WHICH  CONTAINS  MORE  COMPLETE  INFORMATION 
ON  ADVISORY  FEES.  DISTRIBUTION  CHARGES  AND  OTHER  EXPENSES.  PLEASE  READ  IT  CAREFULLY  BEFORE  YOU  INVEST  OR  SEND  MONEY. 


 Annualized  total  return         Assets  Weighted 

7/31/84         last        5-year  6/30/96  average 

to             12                  ($mil)  P/E 
7/16/96  months 


Maximum  Annual 
sales  expenses 
charge  per 
$100 


Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

13.3% 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

Fidelity  Equity-Income  ll/Fidelity 

— 

11.4% 

16.2% 

$14,357 

15.9 

$13.9 

none 

$0.76 

Fidelity  Export  Fund/Fidelity 

— 

0.6 

— 

265 

13.9 

2.5 

3.00% 

1.22 

Fidelity  Fifty  Fund/Fidelity 

— 

5.3 

— 

181 

17.1 

13.1 

3.00' 

1.19 

c 

B 

Fidelity  Fund/Fidelity 

15.2% 

13.9 

12.9 

3,943 

16.8 

12.7 

none 

0.64 

■B 

B 

Fidelity  Growth  &  Income/Fidelity 

17.4 

15.3 

19,576 

17.3 

17.2 

none 

0.75 

A 

D 

Fidelity  Growth  Company/Fidelity 

IOC 

lo.b 

7  A 
1 A 

1  d  0 

14.3 

0  C  A  0 

0,548 

O  1  0 

21.2 

ICO 

15.3 

3.00 

0.96 

Fidelity  Large  Cap  Stock/Fidelity 

 * 

10.0 

— 

80 

25.0 

19.2 

none 

1.31 

Fidelity  Low-Priced  Stock/Fidelity 

 * 

12.6 

18.9 

4,208 

9.7 

0.5 

3.00 

1.07 

A 

C 

Fidelity  Magellan  Fund/Fidelity 

18.7 

-0.6 

13.9 

54,469 

17.4 

9.4 

3.00 

0.95 

Fidelity  Market  Index/Fidelity 

— 

14.9 

13.0 

1,113 

17.3 

28.6 

none 

0.45 

Fidelity  Mid-Cap  Stock/Fidelity 

9.3 

1,610 

15.8 

3.7 

none 

1.02 

Fidelity  New  Millennium/Fidelity 

 * 

1  Q  O 
18. o 

 * 

1   1  CO 

1,100 

90  n 

o.i 

o  nn 

i  on 

■B 

D 

Fidelity  OTC  Portfolio/Fidelity 

— 

4.2 

13.6 

2,776 

24.0 

1.5 

3.00 

0.81 

■D 

A+ 

Fidelity  Real  Estate  Investment/Fidelity 

— 

12.2 

12.1 

792 

23.2 

0.5 

none 

0.99 

B 

D 

Fidelity  Retirement  Growth/Fidelity 

15.7 

3.7 

14.2 

4,243 

15.4 

12.3 

none 

0.99 

Fidelity  Select-Air  Transportation/Fidelity 

— 

-4.8 

10.8 

81 

9.3 

2.1 

3.00 

1.47 

■B 

D 

Fidelity  Select-Automotive/Fidelity 

— 

3.8 

15.5 

223 

11.5 

5.3 

3.00 

1.81 

■B 

B 

Fidelity  Select-Biotechnology/Fidelity 

12.3 

5.9 

699 

28.0 

1.4 

3.00 

1.44 

■B 

C 

Fidelity  Select— Chemicals/Fidetity 

* 

10.0 

14.3 

90 

14.9 

4.7 

3.00 

1.99 

■A 

D 

Fidelity  Select-Computers/Fidelity 

— 

-11.8 

22.3 

452 

16.7 

5.6 

•  3.00 

1.40 

Fidelity  Select-Defense  &  Aero/Fidelity 

* 

16.0 

16.4 

52 

17.9 

5.1 

3.00 

1.77 

Fidelity  Select-Develop  Commun/Fidelity 

— 

-8.8 

19.9 

346 

21.6 

3.6 

3.00 

1.53 

Fidelity  Select-Electronics/Fidelity 

-8.9 

28.0 

1,051 

19.6 

5.2 

3.00 

1.25 

c 
r 

A 

A 

Fidelity  Select-Energy/Fidelity 

in  d 
1U.8 

9C  7 

O  7 

y./ 

IOC 

lob 

ICQ 
10.8 

Q  Q 

y.y 

o  nn 

1  CO 

■D 

c 

Fidelity  Select-Energy  Service/Fidelity 



43.7 

11.0 

282 

24.7 

2.7 

3.00 

1.59 

Fidelity  Select-Environ  Services/Fidelity 

 * 

4.8 

2.7 

117 

18.8 

0.7 

3.00 

2.36 

A+ 

D 

Fidelity  Select-Financial  Services/Fidelity 

17.3 

18.9 

23.2 

223 

12.6 

10.6 

3.00 

1.42 

■C 

A 

Fidelity  Select-Food  &  Agriculture/Fidelity 

* 

21.0 

14.7 

363 

18.7 

14.5 

3.00 

1.43 

A 

A 

Fidelity  Select-Health  Care/Fidelity 

22.4 

19.8 

13.5 

1,238 

17.7 

13.9 

3.00 

1.31 

■A 

U 

Udelity  Select-Home  Finance/Fidelity 

24.5 

30.3 

473 

10.6 

2.9 

3.00 

1.35 

Fidelity  Select-Industrial  Equip/Fidelity 

— 

0.7 

18.4 

83 

14.2 

8.6 

3.00 

1.54 

■c 

D 

Fidelity  Select-Industrial  Materials/Fidelity 

— 

-5.4 

13.1 

95 

9.6 

6.1 

3.00 

1.64 

A 

D 

Fidelity  Select-Leisure/Fidelity 

18.5 

10.0 

17.8 

115 

21.1 

4.6 

3.00 

1.64 

■A 

C 

Fidelity  Select-Medical  Delivery/Fidelity 

 * 

10.9 

10.1 

216 

21.4 

4.7 

3.00 

1.65 

Fidelity  Select-Multimedia/Fidelity 

 * 

2.2 

21.5 

97 

18.4 

12.9 

3.00 

1.56 

Fidelity  Select-Natural  Gas/Fidelity 

38.2 

92 

18.4 

2.2 

3.00 

1.68 

■A 

■D 

Fidelity  Select-Regional  Banks/Fidelity 

21.6 

24.5 

302 

12.1 

9.4 

3.00 

1.41 

■A 

D 

Fidelity  Select-Retailing/Fidelity 

10.1 

12.1 

353 

22.6 

2.5 

3.00 

1.94 

■A 

D 

Fidelity  Select-Software  &  Comp/Fidelity 

* 

1.4 

22.9 

425 

23.7 

14.6 

3.00 

1.48 

A 

D 

Fidelity  Select-Technology/Fidelity 

11.9 

-9.9 

19.2 

436 

17.4 

8.0 

3.00 

1.40 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/3 1  /9 1  - // 1 6/96 .  ■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  Sales  charge  waived  through  12/96. 

Sources:  Forces:  Upper  Analytical  Services:  Morningstar,  Inc. 

Rules,  page  1  -18.  Distributor  table,  page  233. 
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Performance 
UP  DOWN 
— markets — 

Fund/distributor 

 Annualized  total  return  

7/31/84        last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median  "'- 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

13.3% 

w 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

■B 

B 

Fidelity  Select-Telecommun/Fidelity 

5.9% 

17.9% 

$524 

14.1 

$13.3 

3.00% 

$1.52 

D 

A+ 

Fidelity  Select-Utilities  Growth/Fidelity 

15.4% 

20.7 

12.2 

233 

15.1 

14.0 

3.00 

1.39 

Fidelity  Small  Cap  Stock/Fidelity 

-0.7 

623 

20.8 

0.7 

3.00 

1.01 

Fidelity  Stock  Selector/Fidelity 

 * 

7.9 

15.2 

1,568 

14.8 

7.1 

none 

1.03 

B 

D 

Fidelity  Trend  Fund/Fidelity 

13.8 

4.3 

11.4 

1,302 

21.3 

2.0 

none 

0.85 

■D 

■A 

Fidelity  Utilities  Fund/Fidelity 

 * 

16.5 

12.7 

1,325 

13.8 

9.9 

none 

0.80 

B 

C 

Fidelity  Value  Fund/Fidelity 

14.7 

13.0 

16.5 

6,860 

16.8 

13.4 

none 

0.97 

■B 

C 

First  Eagle  Fund  of  America/Bleichroeder 

18.3 

17.0 

150 

14.2 

5.8 

none 

1.70 

First  Investors  Blue  Chip-A/First  Inv 

_* 

13.5 

10.7 

210 

17.8 

27.0 

6.25 

1.49a 

First  Investors  Growth  &  Inc-A/First  Inv 

_* 

10.4 

102 

19.0 

7.5 

6.25 

1.29a 

First  Investors  Special  Situations-A/First  Inv 

 * 

-3.1 

14.1 

154 

16.4 

4.4 

6.25 

1.60a 

First  Investors  Utilities  Income-A/First  Inv 

 * 

18.2 

* 

109 

14.9 

11.2 

6.25 

1.04a 

First  Omaha  Equity  Fund/Sunstone 

* 

11.4 

* 

237 

19.2 

16.7 

none 

0.99a 

Flag  Investors  Equity  Partners-A/Brown 

* 

12.8 

 * 

75 

17.0 

6.6 

4.50 

1.35a 

D 

A+ 

Flag  Investors  Telephone  Income-A/Brown 

16.9 

16.9 

14.0 

568 

14.8 

27.7 

4.50 

0.93a 

Flex-funds-Muirfield/Flex 

 * 

5.1 

10.6 

127 

21.1 

4.2 

none 

1.26 

Fortis  Advantage-Capital  Apprec-A/Fortis 

* 

6.1 

14.0 

128 

29.4 

1.6 

4.75 

1.69 

C 

C 

Fortis  Capital  Fund-A/Fortis 

14.0 

-1.7 

10.3 

305 

23.6 

13.2 

4.75 

1.24 

B 

C 

Fortis  Fiduciary  Fund-A/Fortis 

14.7 

-2.0 

10.9 

76 

22.1 

12.5 

4.75 

1.62 

B 

D 

Fortis  Growth  Fund-A/Fortis 

14.6 

-0.5 

9.5 

817 

25.6 

8.8 

4.75 

1.13 

C 

A 

Founders  Blue  Chip/Founders 

15.3 

18.2 

12.3 

484 

17.4 

19.7 

none 

1.22 

Founders  Discovery  Fund/Founders 

 * 

5.7 

14.3 

272 

23.7 

0.5 

none 

1.63 

■B 

■C 

Founders  Frontier  Fund/Founders 

 * 

10.2 

13.3 

369 

19.3 

1.4 

none 

1.57 

A 

C 

Founders  Growth  Fund/Founders 

17.3 

13.7 

17.7 

841 

23.3 

13.5 

none 

1.28 

B 

C 

Founders  Special  Fund/Founders 

14.9 

-0.2 

12.1 

376 

17.9 

6.2 

none 

1.35 

Fountain  Square  Mid  Cap-A/Federated 

 * 

2.9 

 * 

77 

20.0 

1.5 

4.50 

1.00a 

Fountain  Square  Quality  Growth-A/Federated 

 * 

11.4 

_* 

138 

18.4 

6.5.. 

4.50 

0.99a 

A+ 

D 

FPA  Capital  Fund/FPA 

19.9 

13.9 

21.7 

455 

13.3 

1.2 

t 

0.87 

c 

A 

FPA  Paramount  Fund/FPA 

16.2 

18.9 

13.7 

673 

14.7 

4.3 

t 

0.89 

Franklin  California  Growth/Franklin 

15.7 

 * 

98 

26.0 

2.2 

4.50 

0.25a 

D 

c 

Franklin  DynaTech  Fund-I/Franklin 

11.2 

-3.3 

10.4 

99 

24.9 

29.5 

4.50 

1.01 

c 

D 

Franklin  Equity  Fund-I/Franklin 

13.4 

7.2 

9.4 

371 

17.4 

13.6 

4.50 

0.95 

Franklin  Equity  Income-I/Franklin 

 * 

13.3 

13.3 

242 

17.1 

18.2 

4.50 

1.02a 

Franklin  Global  Utilities-I/Franklin 

 * 

16.7 

174 

11.5 

10.0 

4.50 

1.04 

L 

A 

A 

rranKiin  urowin  runu-i/rranKiin 

1  ^  9 

1 1  5 

988 

18.6 

13.8 

4.50 

0.90 

■D 

A 

Franklin  Rising  Dividends-I/Franklin 

14.1 

7.9 

277 

14.8 

15.5 

4.50 

1.43 

Franklin  Strat  Small  Cap  Growth-I/Franklin 

* 

8.7 

 * 

577 

15.5 

1.4 

4.50 

0.97 

F 

A+ 

Franklin  Utilities  Fund-I/Franklin 

12.9 

15.1 

9.9 

2,654 

13.8 

7.0 

4.25 

0.73 

Fremont  Growth  Fund/Fremont 

 * 

13.1 

70 

20.2 

20.4 

none 

0.86a 

Fremont  US  Micro-Cap/Fremont 

 * 

41.4 

74 

25.9 

0.2 

none 

1.98a 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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UP     DOWN  r 

—markets— 

?Fund/5f"':  t-'  ; 

— -Annualized  total  return  

7/31/84         last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

13.3% 

Jf 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

B 

c 

Fundamental  Investors/American  Funds 

16.6% 

11.0% 

14.4% 

$5,969 

15.0 

$17.7 

5.75% 

$0.70 

■C 

A 

Gabelli  Asset  Fund/Gabelli 

 * 

9.9 

13.2 

1.141 

17.9 

15.5 

none 

1.33 

Gabelli  Equity  Income/Gabelli 

_* 

14.2 

57 

14.4 

22.2 

4.50 

1.87 

■C 

■B 

Gabelli  Growth  Fund/Gabelli 

 * 

11.3 

11.8 

589 

17.8 

24.3 

none 

1.44 

Gabelli  Small  Cap  Growth/Gabelli 

_* 

11.7 

238 

17.5 

0.4 

4.50 

1.58 

Gabelli  Value  Fund/Gabelli 

 * 

9.4 

15.2 

515 

18.6 

15.3 

5.50 

1.50 

Galaxy  Equity  Growth-Retail  A/Galaxy 

 * 

11.7 

11.1 

148 

19.2 

29.6 

3.75 

1.48 

Galaxy  Equity  Income-Retail-A/Galaxy 

_* 

15.8 

11.6 

116 

18.5 

29.1 

3.75 

1.52 

Galaxy  Equity  Value-Retail-A/Galaxy 

 * 

9.9 

12.0 

122 

16.8 

15.0 

3.75 

1.54 

Galaxy  Growth  &  Income-Retail  A/Galaxy 

* 

12.3 

67 

21.0 

10.9 

3.75 

1.28 

Galaxy  Small  Co  Equity-Retail  A/Galaxy 

 * 

14.3 

__* 

97 

23.2 

0.6 

3.75 

1.58 

Galaxy  ll-Large  Company  index/Galaxy 

 * 

15.0 

12.9 

264 

17.8 

15.0 

none1 

0.40 

Galaxy  ll-Small  Company  Index/Galaxy 

10.1 

12.9 

304 

20.3 

1.4 

none1 

0.40 

Galaxy  ll-Utility  Index/Galaxy 

 * 

16.3 

55 

15.4 

30.0 

none 

0.40 

F 

A+ 

Gateway  Index  Plus/Gateway 

10.7 

6.3 

7.7 

173 

17.7 

42.9 

none 

1.19 

D 

B 

Gintel  Fund/Gintel 

11.3 

16.4 

8.4 

110 

14.8 

9.5 

none 

2.30 

Goldman  Sachs  Capital  Growth-A/Goldman 

* 

2.3 

13.9 

855 

21.5 

1.5 

5.50 

1.39a 

Goldman  Sachs  Growth  &  Inc-A/Goldman 

_* 

9.0 

479 

20.5 

1.9 

5.50 

1.22a 

Goldman  Sachs  Select  Equity-A/Goldman 

12.7 

11.6 

166 

15.7 

16.1 

5.50 

1.19a 

Goldman  Sachs  Small  Cap  Equity-A/Goldman 

— * 

19.2 

 * 

223 

16.6 

0.1 

5.50 

1.55a 

Govett  Smaller  Companies-A/Van  Kampen 

2.2 

* 

416 

24.8 

1.3 

4.95 

1.95a 

c 

B 

Gradison-McDonald  Estab  Value/Gradison 

15.0 

8.3 

12.7 

379 

16.8 

3.4 

none 

1.15 

c 

c 

Gradison-McDonald  Oppor  Value/Gradison 

13.0 

10.1 

12.1 

108 

16.8 

0.4 

none 

1.41 

D 

A+ 

Greenspring  Fund/Greenspring 

12.6 

9.9 

12.0 

74 

13.9 

1.0 

none 

1.05 

Griffin  Growth  &  Income-A/Griffin 

14.4 

90 

19.0 

8.0 

4.50 

0.70a 

B 

c 

Growth  Fund  of  America/American  Funds 

14.9 

-3.2 

10.9 

8,886 

17.8 

13.7 

5.75 

0.75 

GT  Global  America  Growth-A/GT  Global 

-4.0 

15.7 

708 

18.4 

0.5 

4.75 

1.46 

A 

c 

Guardian  Park  Avenue/Guardian 

17.2 

11.6 

17.2 

1,158 

17.5 

21.6 

4.50 

0.81 

■D 

c 

Hancock  Disciplined  Growth-AVHancock 

10.0 

10.5 

121 

20.0 

4.9 

5.00 

1.42 

Hancock  Discovery  Fund-A/Hancock 

_* 

16.5 

* 

117 

28.8 

1.1 

5.00 

1.74 

■A 

■D 

Hancock  Emerging  Growth-A/Hancock 

5.2 

15.5 

685 

23.6 

0.7 

5.00 

1.30 

A 

D 

Hancock  Global  Technology-A/Hancock 

11.4 

-12.1 

17.3 

209 

25.4 

3.2 

5.00 

1.67 

C 

C 

Hancock  Growth  Fund-A/Hancock 

13.7 

9.4 

11.3 

295 

26.9 

5.9 

5.00 

1.50 

■A 

c 

Hanmrk  Ppoirtnal  RartL.A/H^nrnrL 
naiiuuLiv  rxcgiuiioi  Odiii\  H/ndHUULft 

1  8  fi 
lo. 0 

9<i  Q 

L,  J40 

IL.V 

1.0 

J.UU 

1.0  J 

D 

A 

Hancock  Sovereign  Investors-A/Hancock 

14.6 

14.9 

10.7 

1,703 

18.4 

13.3 

5.00 

1.16 

■A 

F 

Hancock  Special  Equities-A/Hancock 

 * 

12.9 

24.4 

1,890 

33.6 

0.6 

5.00 

1.36 

Hancock  Special  Opportunities-A/Hancock 

27.5 

316 

20.6 

5.4 

5.00 

1.56 

Hancock  Utilities-A/Hancock 

15.8 

72 

13-.2 

5.1 

5.00 

1.06a 

Harbor  Capital  Appreciation/HCA 

 * 

-0.4 

16.2 

1,434 

22.4 

16.0 

none 

0.76 

■C 

D 

Harbor  Growth  Fund/HCA 

9.3 

8.6 

132 

25.4 

3.5 

none 

0.91 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  ■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  Annual  $10  maintenance  fee.  Formerly  John  Hancock  Sovereign  Achievers-A. 

Sources:  Forio  Upper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  14?.  Distributor  table,  page  233. 


160 


Forbes  ■  August  26,  1996 


TEMPLETON  LATIN 
AMERICA  FUND 

Current  Changes  In 
Latin  America  Can  Be 
An  Investor's  Opportunity 

■ 

■  In  the  past  decade  alone,  many  Latin 
American  countries  have  experienced  a 
great  number  of  political  and  economic 
reforms,  which  could  offer  long-term 
capital  growth  opportunities  to  investors. 

■  Templeton  Latin  America  Fund  can  offer 
the  potential  for  greater  capital  appreciation 
than  U.S.  or  European  securities,  although 
investors  should  consider  the  inherent  risks 
of  foreign  investing  focused  in  a  limited 
geographic  area,  including  currency  fluctu- 
ations, political  uncertainty,  and  the  higher 
volatility  of  developing  markets. 

■  The   fund's   managers   place  strong 

emphasis  on: 

Searching  For  Undervalued  Latin 
American  Securities 

Diversification  Throughout  The 
Region 

A  Disciplined  Investment  Approach 

■  For  more  information,  call  your  invest- 
ment representative  or  Templeton  today. 

FrankJin  Templeton  Distributors,  Inc. 


CALL  1 -800-342-FUND  EXT.  T643 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 

Templeton  Latin  America  Fund,  including  sales  charges  and  expenses.  I  will  read 

it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Templeton  shareholder. 

Name 

Address 

City/State/Zip  


FOB8/96 
T643 


Tbmpleton 


WORLDWIDE 


Daytime  Phone 


700    Central  Avenue 

  St.  Petersburg,  FL  33701-3628 

A    Member    of   the    $145    Billion    Franklin    Templeton  Group 

I  I  !  '  *  I  .  I  I  I  :  I  I   r- 


•  Performance 
I-  UP"    DOWN  ' 
—markets— 

j>j},''  ,  1  ,>"'■'"''  T-  

SFund/rJibtni  ufo!  '   Annualized  total  return— 

7/31/84         last  5-year 
•     to  '  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

13.3% 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

Harbor  Value  Fund/HCA 

 * 

18.2% 

11.6% 

$108 

16.4 

$9.9 

none 

$0.88 

Haven  Fund/Provident 

 * 

15.9 

64 

18.3 

4.6 

none 

1.58 

Heartland  Group-Small  Cap  Contrar/Heartland 

 * 

20.0 

_* 

222 

9.2 

0.2 

none 

1.46 

■A 

D 

Heartland  Group-Value/Heartland 

_* 

14.2 

22.6 

1,512 

12.0 

0.2 

t 

1.29 

■C 

c 

Heritage  Capital  Appreciation-A/Heritage 

 * 

9.2 

12.4 

75 

17.5 

6.5 

4.75% 

1.58a 

Heritage  Series-Small  Cap  Stock-A/Heritage 

_* 

25.2 

107 

18.7 

0.5 

4.75 

1.48 

Homestead  Value  Fund/Homestead 

13.7 

13.9 

195 

15.9 

10.8 

none 

0.84 

■C 

c 

Hotchkis  &  Wiley-Equity  Income/Hotchkis 

_* 

9.9 

12.7 

183 

14.9 

13.9 

none 

0.96a 

■D 

B 

HSBC  Growth  &  Income'/HSBC 

_* 

12.1 

12.2 

71 

15.0 

29.1 

5.00 

0.94a 

D 

A 

Wayne  Hummer  Growth/Hummer 

12.9% 

6.2 

8.5 

103 

20.1 

5.1 

none 

1.06 

D 

B 

IAA  Trust  Growth/IAA 

13.2 

9.5 

9.6 

85 

16.8 

27.3 

3.00 

1.11 

IAI  Emerging  Growth/IAI 

 * 

22.2 

735 

358 

1.0 

t 

1.18 

D 

B 

IAI  Growth  &  Income/IAI 

12.9 

11.8 

9.5 

82 

22.1 

4.2 

none 

1.25 

IAI  Midcap  Growth/IAI 

 * 

7.3 

137 

25.0 

1.5 

none 

1.25 

c 

B 

IAI  Regional  Fund/IAI 

16.6 

13.4 

11.0 

589 

20.7 

2.9 

none 

1.20 

■B 

c 

IDEX  Fund/lnterSecurities 

 * 

17.1 

12.8 

393 

20.6 

18.9 

t 

1.33 

■B 

c 

IDEX  II  Growth-A/lnterSecurities 

 * 

16.6 

12.2 

566 

21.4 

19.3 

5.50 

1.83 

■B 

C 

IDEX  Fund  3/lnterSecurities 

 * 

17.8 

13.0 

186 

21.4 

19.5 

t 

1.29 

IDS  Blue  Chip  Advantage-A/Amer  Express 

 * 

17.9 

13.3 

489 

18.1 

31.1 

5.00 

0.98 

c 

D 

IDS  Discovery  Fund-A/Amer  Express 

11.6 

4.7 

9.8 

808 

21.6 

0.9 

5.00 

1.13 

IDS  Diversified  Equity  Income-A/Amer  Express 

14.2 

14.0 

1,339 

14.0 

16.4 

5.00 

0.98 

c 

B 

IDS  Equity  Select-A/Amer  Express 

14.5 

12.3 

10.9 

748 

17.2 

9.0 

5.00 

0.92 

C 

A 

IDS  Equity  Value-A/Amer  Express 

14.8 

13.5 

12.7 

1,669 

14.4 

14.0 

5.00b 

0.90 

A 

D 

IDS  Growth  Fund-A/Amer  Express 

16.4 

11.8 

15.8 

2,243 

22.7 

14.3 

5.00 

0.98 

■D 

B 

IDS  Managed  Retirement-A/Amer  Express 

2.1 

10.9 

2,742 

16.2 

13.4 

5.00 

0.84 

B 

A 

IDS  New  Dimensions-A/Amer  Express 

18.2 

14.3 

14.7 

6,386 

20.6 

23.7 

5.00 

0.93 

D 

C 

IDS  Progressive  Fund-A/Amer  Express 

11.0 

8.1 

10.9 

385 

14.4 

1.2 

5.00 

1.08 

D 

A 

IDS  Stock  Fund-A/Amer  Express 

14.5 

9.4 

11.4 

2,333 

15.4 

16.7 

5.00 

0.86 

B 

D 

IDS  Strategy  Aggressive-A/Amer  Express 

14.8 

15.7 

11.0 

1,185 

22.2 

5.5 

5.00b 

1.07 

IDS  Utilities  Income-A/Amer  Express 

15.0 

11.6 

724 

13.4 

10.0 

5.00 

0.99 

C 

B 

Invesco  Advisor-EquityVlnvesco 

13.7 

10.8 

11.7 

127 

16.6 

20.5 

1.00b 

2.28 

Invesco  Diversified-Small  Company/lnvesco 

6.2 

60 

20.0 

0.8 

none 

1.25a 

A 

D 

Invesco  Dynamics  Fund/lnvesco 

15.1 

10.4 

18.1 

794 

16.6 

7.7 

none 

1.14 

Invesco  Emerging  Growth/lnvesco 

 * 

7.7 

298 

22.4 

1.8 

none 

1.48a 

C 

C 

Invesco  Growth  Fund/lnvesco 

13.3 

12.6 

10.3 

572 

18.9 

14.7 

none 

1.06 

c 

A 

Invesco  Industrial  Income/lnvesco 

16.1 

9.7 

10.9 

4,171 

16.1 

21.0 

none 

0.93a 

F 

A 

Invesco  Strategic-Energy/lnvesco 

8.0 

29.0 

4.7 

112 

24.1 

12.5 

none 

1.53 

■A 

B 

Invesco  Strategic-Finl  Svcs/lnvesco 

19.3 

18.7 

427 

14-.  1 

7.7 

none 

1.26 

A 

D 

Invesco  Strategic-Health  Sci/lnvesco 

22.0 

24.7 

10.0 

1,122 

158 

7.1 

none 

1.15 

A 

D 

1  nvesco  Strategic-Leisure/I  nvesco 

18.6 

1.0 

17.4 

286 

17.8 

4.3 

none 

1.29 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption 
of  sinenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Formerly  Manner  Total  Return  Equity.  Formerly  EBI  Funds-Equity. 

Sources:  Forbes:  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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HOW  TO  CARRY  27  BILLION  POUNDS 
AND  STAY  FAST  ON  YOUR  FEET. 


A  billion  pounds  here.  A  billion  pounds  there.  You 
might  expect  all  that  tonnage  to  slow  down  an  operation. 
But  not  The  CF  Companies. 

We're  the  nation's  first  family  of  freight  transportation 
providers,  with  customer-focused  capabilities  ranging 
from  regional  and  nationwide  trucking  to  worldwide 
airfreight,  from  truckload,  ocean  and  intermodal  services 
to  warehouse  and  logistics  management.  We  bring  the 
industry's  most  sophisticated  blend  of  horsepower  and 
brainpower  to  your  transportation  and  logistics  needs. 


So,  whether  you're  shipping  software  or  menswear, 
farm  machinery  or  pharmaceuticals,  The  CF  Companies 
get  the  job  done.  By  air  or  by  sea,  on  the  rails  or  over  the 
road,  consistently  on  time. 

With  an  ongoing  commitment  to  communication,  cost 
management  and  advanced  Electronic  Data  Interchange 
technology  that  makes  it  all  possible. 

To  find  out  how  we  can  cany  the  load  for  your  com- 
pany -  quickly  and  cost-effectively  -  call  1-800-520-8465 
for  our  worldwide  resources  brochure. 


THE  CF  COMPANIES 


CF MotorFreight,  Emery  Worldwide,  Con-Way  Transportation  Services,  Menlu  Logistics 


COnSOLIDRTED  FREIGHTUUAYS,  IflC 

WE  PUT  YOU  MILES  AHEAD 


The 
Company 


http://www.cnf.coin 


Mi 
m  SURVEY 


vrjun  funuv 


 . 

Performance 

•  Fund/distribiitoi 

|— TS — r-.  ;  1  

■^-Annualized  total  return  

Assets 

Weighted 

Median 

Maximum 

Annual 

:  up 

DOWN 

7/3 

1/84 

last 

5-year 

6/30/96 

average 

market 

sales 

expenses 

—markets— 

At 

to 

12 

($mil) 

P/E 

cap 

charge 

per 

7/16/96 

months 

($bil) 

$100 

-  fm 

ndard        's  500  stock  average 

16.4% 

15.1% 

13.3% 

m 

•!'orbes  stock  i'und  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

A+ 

invesco  Strategic-Technology/lnvesco 

19.4% 

10.0% 

22.1% 

$720 

21.8 

$5.7 

none 

$0.53 

■D 

A* 

'■ivesco  Strategic— Utrl  ities/l  nvesco 

 * 

20.3 

13.2 

148 

12.6 

4.6 

none 

1.18 

Invesco  Value-Total  Return/lnvesco 

 * 

8.9 

12.3 

1,001 

16.0 

19.3 

none 

0.95 

Invesco  Value-Value  Equity/lnvesco 

 * 

12.4 

12.3 

196 

16.1 

20.1 

none 

0.97 

c 

A 

Investment  Co  of  America/American  Funds 

15.7 

11.6 

11.7 

28,128 

15.2 

23.6 

5.75% 

0.60 

Ivy  Emerging  Growth-A/Mackenzie 

16.6 

90 

25.0 

0.9 

5.75 

1.95 

D 

B 

Ivy  Growth  Fund-A/Mackenzie 

13.3 

6.5 

9.9 

308 

16.2 

11.3 

5.75 

1.59a 

c 

B 

Ivy  Growth  with  Income-A/Mackenzie 

15.1 

6.1 

10.2 

74 

14.5 

7.4 

5.75 

1.96 

Janus  Enterprise  Fund/Janus 

 * 

19.3 

 * 

699 

17.4 

2.5 

none 

1.13 

c 

A 

Janus  Fund/Janus 

15.9 

11.6 

12.4 

14,344 

15.6 

11.2 

none 

0.84 

Janus  Growth  &  Income/Janus 

 * 

14.1 

13.8 

853 

16.1 

16.5 

none 

1.08 

Janus  Mercury  Fund/Janus 

 * 

6.9 

1,986 

14.3 

3.7 

none 

0.99 

■B 

c 

Janus  Twenty  Fund/Janus 

 * 

10.7 

12.2 

3,535 

18.1 

21.4 

none 

0.93 

■B 

B 

Janus  Venture  Fund/Janus 

 * 

4.7 

12.0 

1,906 

13.3 

0.7 

t 

0.87 

Jundt  Growth  Fund-A/Jundt 

 * 

-1.2 

108 

29.4 

9.8 

t 

1.89 

■A 

D 

Kaufmann  Fund/Kaufmann 

 * 

14.9 

21.7 

4,662 

24.8 

1.2 

none§ 

2.16a 

■D 

■B 

Kemper  Blue  Chip-A/Kemper 

16.3 

9.5 

216 

19.8 

29.1 

5.75 

1.25 

Kemper-Dreman  Contrarian-A/Kemper 

12.0 

12.4 

55 

13.5 

23.6 

5.75 

1.21 

Kemper-Dreman  High  Return-A/Kemper 

24.3 

16.4 

278 

13.9 

19.3 

5.75 

1.17 

Kemper-Dreman  Small  Cap-A/Kemper 

22.8 

123 

13.3 

0.5 

5.75 

1.21a 

C 

B 

Kemper  Growth  Fund-A/Kemper 

14.5 

10.7 

8.8 

2,675 

21.1 

22.9 

5.75 

1.06 

B 

D 

Kemper  Small  Cap  Growth-AVKemper 

14.2 

5.6 

12.7 

891 

21.9 

1.2 

5.75 

1.10 

B 

D 

Kemper  Technology  Fund-A/Kemper 

14.3 

-3.7 

14.1 

1,002 

21.4 

12.1 

5.75 

0.88 

A 

F 

Keystone  America  Hartwell  Emerg-A/Keystone 

15.5 

-1.8 

9.0 

111 

28.6 

0.8 

5.75 

1.69 

■D 

A 

Keystone  Fund  for  Total  Ret-A/Keystone 

15.2 

10.2 

69 

NA 

NA 

5.75 

1.69 

D 

B 

Keystone  Growth  &  Income  (S-D/Keyst^ne 

12.3 

13.5 

8.5 

235 

31.0 

29.5 

4.00b 

1.75 

C 

D 

Keystone  Mid-Cap  Growth  (S-3)/Keystone 

12.6 

6.6 

9.3 

299 

20.8 

6.7 

4.00b 

1.32 

B 

C 

Keystone  Omega  Fund-A/Keystone 

16.4 

6.2 

11.2 

253 

21.7 

8.7 

5.75 

1.38 

A 

D 

Keystone  Small  Co  Growth  (S-4)/Keystone 

14.5 

-6.7 

15.7 

1,922 

24.1 

1.5 

4.00b 

1.78 

D 

C 

Keystone  Strategic  Growth  (K-2)/Keystone 

13.1 

3.6 

10.0 

500 

16.7 

7.3 

4.00b 

1.95 

■D 

D 

Landmark  Equity  Fund-A/Landmark 

 * 

10.1 

11.3 

229 

19.7 

23.1 

4.75 

1.05a 

■C 

B 

Lazard  Funds-Equity/Lazard  Freres 

12.6 

14.8 

250 

15.6 

20.4 

none 

0.92 

Lazard  Funds-Small  Cap/Lazard  Freres 

 * 

2.4 

 * 

879 

13.4 

0.8 

none 

0.84 

Legg  Mason  Amer  Leading  Cos-P/Legg  Mason 

 * 

9.3 

* 

78 

16.4 

14.7 

none 

1.95a 

■B 

D 

Legg  Mason  Special  Invest-P/Legg  Mason 

7.2 

11.5 

871 

8.8 

2.3 

none 

1.94 

■C 

C 

Legg  Mason  Total  Return-P/Legg  Mason 

15.9 

13.8 

277 

13.0 

11.2 

none 

1.95 

B 

C 

Legg  Mason  Value  Trust-P/Legg  Mason 

14.3 

16.9 

15.6 

1,503 

13.2 

8.2 

none 

1.80 

C 

A 

Lexington  Corp  Leaders  Trust/Lexington 

16.8 

19.4 

14.8 

326 

16-.1 

40.7 

none 

0.58 

D 

B 

Lexington  Growth  &  Income/Lexington 

12.8 

14.0 

11.4 

152 

17.7 

14.3 

none 

1.09 

D 

A-* 

Lindner  Dividend  Fund-lnvestor/Ryback 

12.7 

11.0 

13.3 

2,293 

13.1 

6.8 

none 

0.61 

Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  ■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did 
not  meet  asset  ninimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Formerly  Kemper  Small  Cap  Equity-A. 

Sources:  Forbes  -,  Upper  Analytical  Sen/ices;  Morningstar,  Inc. 

Rules,  page  1 48.  Distributor  table,  page  233. 
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What  do  you  do  when  you  own  the  largest  single  gold  reserve 
nd  one  of  the  largest  copper  reserves  of  any  mine  in  the  world? 
]ou  put  the  pedal  to  the  metal! 

Over  the  last  seven  years,  we've  not  only  dra- 
matically increased  our  reserves,  but  we've 
icreased  production  as  well.  By  continuing  to 
icrease  mill  throughput,  we're  converting  reserves 
ito  cash  flow.  What's  more,  we  have  increased 
Kill  throughput  to  approximately  125,000  metric 
ms  of  ore  per  day  and  we  are  developing  plans  to 
icrease  output  to  a  significantly  higher  level  by 
|.te  1998.  Yet  even  at  the  higher  rate,  we  will  still 
ive  approximately  30  years  of  proven  reserves. 


Increases  in  Mill 
Throughput 
1988  to  1996 


125,000* 


57,600 


31,700 


18,600 


Our  5.7-million-acre  contract  of  work  area  sits  squarely  on 
the  New  Guinea  Mineral  Trend.  Even  more  important  is 
our  "golden  triangle"  area  which  consists  of  high- 
grade  ore  deposits  and  exciting  prospective  mineral- 
ized zones  near  our  mill  site. 

Freeport-McMoRan  is  among  the  largest  and 
lowest-cost  producers  of  copper  and  gold  in  the 
world.  We're  increasing  production,  exploration 
activities  and  the  return  to  our  shareholders.  To  find 
out  more  about  Freeport-McMoRan  Copper  &  Gold, 
call  or  write  today. 

Freeport-McMoRan 
Copper  &  Gold 


71,500 


1990  1992   1994  1996 


*  Expected 


A  Natural  Leader " 


For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations.  Dept.  C-4,  P.O.  Box  61119.  New  Orleans,  LA  70161. 


. .  T-marketSrr  •  :m 

 U  MJ  ,  

'Turid/cfetriLtM 

M  ; 

- — Annualized  total  return  

7/31/84         last  5-year 

J  to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Standard  8     ir's  500  stock  average 

16.4% 

15.1% 

13.3% 

Korbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

D 

A 

Lindner  Growth  Fund-lnvestor/Ryback 

13.4% 

13.1% 

12.7% 

$1,447 

16.6 

$1.5 

none 

$0.54 

LKCM  Small  Cap  Equity/Chase  Global 

19.7 

174 

29.0 

0.6 

none 

1.00 

■B 

c 

Longleaf  Partners  Fund/Southeastern 

 * 

12.0 

17.8 

2,161 

14.3 

3.2 

t 

1.02 

Longleaf  Partners  Small-Cap/Southeastern 

_* 

23.3 

12.3 

161 

17.5 

0.2 

none 

1.30 

Loomis  Sayles  Small  Cap  Fund/Loomis 

 * 

21.4 

17.6 

109 

16.6 

0.5 

none 

1.25 

C 

B 

Lord  Abbett  Affiliated  Fund/Lord  Abbett 

15.0 

12.3 

13.8 

5,681 

16.7 

17.7 

5.75% 

0.63 

A 

D 

Lord  Abbett  Developing  Growth/Lord  Abbett 

11.3 

9.8 

15.3 

269 

21.7 

2.7 

5.75 

1.03 

Lord  Abbett  Growth  &  Income-A/Lord  Abbett 

10.6 

106 

22.0 

8.5 

1.00 

1.16 

c 

B 

Lord  Abbett  Mid-Cap  Value'/Lord  Abbett 

13.9 

7.9 

11.9 

234 

15.3 

2.0 

5.75 

1.27 

D 

B 

Lutheran  Brotherhood  Fund/Lutheran 

13.0 

8.4 

10.6 

735 

18.0 

26.5 

5.00 

0.98 

Lutheran  Brotherhood  Oppor  Growth/Lutheran    — * 

10.1 

_* 

254 

33.6 

17.3 

5.00 

1.33 

■B 

C 

MainStay-Capital  Appreciation-A/NYLite 

 * 

7.2 

16.7 

1,198 

19.2 

9.1 

5.50 

1.09 

MainStay-Equity  Index/NYLite 

14.1 

14.2 

160 

17.2 

28.8 

3.00 

0.80a 

■C 

B 

MainStay-Value-A/NYLife 

11.2 

14.6 

887 

15.1 

10.4 

5.50 

1.10 

A 

C 

Mairs  &  Power  Growth  Fund/Mairs  &  Power 

17.2 

21.2 

17.6 

104 

21.1 

5.1 

none 

0.99 

C 

B 

Managers  Capital  Appreciation/Managers 

15.0 

4.8 

12.5 

97 

20.2 

12.1 

none 

1.36 

A 

D 

ividiidgcrb  opcLidi  cquiiy/ividiidgcio 

ID.  1 

21.1 

16.4 

169 

20.9 

0.6 

none 

1.44 

Manning  &  Napier  Small  Cap/Manning 

-1.5 

99 

21.6 

0.4 

none 

1.07 

C 

B 

MAP-Equity  Fund/MAP 

16.0 

21.3 

13.5 

65 

17.8 

10.3 

4.75 

0.81 

MarketWatch  Equity  Fund/Bisys 

18.4 

 * 

147 

16.8 

18.0 

4.50 

1.35a 

Marquis  Value  Equity- A/" .t  1 

 * 

10.0 

_* 

87 

13.0 

9.9 

3.50 

0.94a 

Marshall  Equity  Income/Federated 

20.0 

 * 

168 

15.6 

31.8 

none 

1.00 

Marshall  Mid-Cap  Stock/Federated 

 * 

14.2 

_* 

145 

21.0 

2.8 

none 

1.01 

Marshall  Stock  Fund/Federated 

 * 

8.9 

 * 

266 

19.1 

17.3 

none 

0.97 

Marshall  Value  Equity/Federated 

 * 

5.7 

* 

202 

15.8 

10.7 

none 

0.96 

■C 

B 

MAS-Equity-lnst/MAS 

13.1 

12.2 

1,493 

16.4 

21.7 

none 

0.60 

■A 

D 

MAS-Small  Cap  Value/MAS 

11.6 

18.1 

491 

14.6 

0.5 

t 

0.86 

■B 

C 

MAS-Value-lnst/MAS 

 * 

11.0 

15.9 

1,649 

14.0 

9.4 

none 

0.61 

B 

D 

Mass  Investors  Growth  Stock-A/MFS 

13.7 

4.0 

11.7 

1,251 

25.6 

13.5 

5.75 

0.73a 

C 

B 

Mass  Investors  Trust-A/MFS 

15.8 

19.4 

13.2 

2,597 

15.4 

22.6 

5.75 

0.70a 

F 

A+ 

Mathers  Fund/Mathers 

10.4 

-2.0 

1.3 

191 

10.6 

1.4 

none 

0.98 

Mentor  Capital  Growth-A/Mentor  Funds 

 * 

15.8 

 * 

96 

19.4 

18.6 

5.75 

1.44 

■A 

D 

Mentor  Growth  Portfolio-A/Mentor  Funds 

19.5 

16.3 

384 

22.6 

1.9 

5.75b 

1.32 

■F 

A 

Merger  Fund/Westchester 

12.7 

10.9 

484 

10.8 

1.7 

t 

1.37 

■B 

C 

Meridian  Fund/Meridian 

 * 

9.4 

15.5 

384 

26.6 

1.6 

none 

0.99 

C 

B 

Merrill  Lynch  Basic  Value-D/Merrill 

15.2 

10.9 

13.9 

7,553 

14.8 

23.2 

5.25 

0.87 

D 

A 

Merrill  Lynch  Capital-D/Merrill 

15.2 

11.4 

11.8 

9,135 

13.5 

14.0 

5.25 

0.81 

D 

C 

Merrill  Lynch  Fund  for  Tomorrow-D/Memll 

12.5 

2.2 

9.2 

396 

13.0 

11.9 

5.25 

1.33 

Merrill  Lynch  Fundamental  Growth-D/Merrill 

15.3 

232 

21.1 

23.1 

5.25 

1.65 

■F 

A 

Merrill  Lynch  Global  Resources-D/Merrill 

 * 

3.0 

5.1 

240 

12.0 

3.4 

5.25 

1.31 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  Formerly  Lord  Abbett  Value  Appreciation. 

Sources:  Faroes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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Performance 
UP  DOWN 
— markets — 

Fund/distributor 

 Annualized  total  return  

7/31/84         last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

m 

K  <fl|F 

Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

13.3% 

m 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

■B 

B 

Merrill  Lynch  Growth  Inv  &  Retire-D/Merrill 

 * 

17./% 

17.4% 

$4,383 

22.5 

$3.3 

5.25% 

$1.06 

B 

D 

Merrill  Lynch  Special  Value-D/Mernll 

8.6% 

11.0 

13.6 

608 

11.9 

0.4 

5.25 

1.37 

■D 

■A 

Merrill  Lynch  Strategic  Div-D/Merrill 

 * 

17.2 

11.1 

190 

16.0 

16.3 

5.25 

1.38 

■C 

C 

MFS  Capital  Growth-A/MFS 

 * 

13.3 

11.4 

546 

15.2 

14.8 

5.75 

1.27a 

■A 

F 

MFS  Emerging  Growth-A/MFS 

 * 

9.2 

21.6 

5,136 

27.7 

2.9 

5.75 

1.28 

C 

D 

MFS  Growth  Opportunities-A/MFS 

12.0 

5.0 

10.7 

789 

21.9 

12.0 

5.75 

0.87 

■C 

D 

MFS  Managed  Sectors-A/MFS 

 * 

-1.1 

11.4 

361 

20.2 

9.3 

5.75 

1.46 

MFS  OTC  Fund-A/MFS 

 * 

10.2 

120 

20.6 

3.3 

5.75 

1.50a 

B 

C 

MFS  Research  Fund-A/MFS 

15.6 

18.2 

17.4 

1,427 

21.0 

9.3 

5.75 

0.95a 

MFS  Utilities  Fund-A/MFS 

 * 

20.0 

108 

11.9 

10.3 

4.75 

1.12a 

B 

C 

MFS  Value  Fund-A/MFS 

15.5 

17.3 

17.8 

516 

15.9 

6.1 

5.75 

1.35 

■C 

D 

Monetta  Fund/Monetta 

 * 

-6.6 

6.8 

307 

27.8 

1.0 

none 

1.36 

Montag  &  Caldwell  Growth-N/Fund/Plan 

 * 

14.4 

_* 

102 

26.0 

26.3 

none 

1.30a 

Montgomery  Growth  Fund-R/Montgomery 

_* 

11.3 

_* 

926 

19.6 

3.6 

none 

1.42 

Montgomery  Micro  Cap-R/Montgomery 

 * 

10.8 

 * 

306 

24.1 

0.3 

t 

1.75a 

Montgomery  Small  Cap-R/Montgomery 

 * 

20.5 

17.3 

275 

13.2 

0.9 

t 

1.32 

Munder  Multi-Season  Growth-A/Munder 

 * 

16.0 

82 

17.4 

12.3 

5.50 

1.25a 

C 

A 

Mutual  Series-Beacon/Heine  Sees 

16.1 

12.5 

16.5 

4,395 

12.5 

5.0 

none 

0.72 

Mutual  Series-Discovery/Heine  Sees 

_* 

17.6 

 * 

2,258 

10.1 

3.8 

none 

0.99 

C 

A 

Mutual  Series-Mutual  Shares/Heine  Sees 

15.6 

10.6 

15.7 

5,921 

13.7 

6.5 

none 

0.69 

B 

A 

Mutual  Series-Qualified/Heine  Sees 

15.9 

11.6 

16.5 

3,785 

13.2 

6.1 

none 

0.72 

Nations-Capital  Growth-Invest  A/Nations 

* 

5.4 

_* 

65 

19.1 

23.6 

none 

1.21 

Nations-Equity  Income-Invest  A/Nations 

_* 

14.7 

12.5 

154 

15.8 

15.0 

none 

1.15a 

Nations-Value-Investor  A/Nations 

— * 

13.2 

12.5 

155 

15.4 

19.4 

none 

1.21 

C 

B 

Nationwide  Fund/Nationwide 

15.4 

18.2 

10.3 

900 

14.8 

12.6 

4.50 

0.61 

C 

C 

Nationwide  Growth  Fund/Nationwide 

14.1 

4.8 

12.0 

672 

16.4 

16.4 

none 

0.64 

Navellier  Aggress  Small  Cap  Eq/Navellier 

 * 

10.9 

246 

25.4 

0.5 

t 

1.75 

B 

C 

N&B  Focus  Fund/Neuberger 

14.1 

-1.1 

14.5 

1,099 

14.5 

12.8 

none 

0.89 

N&B  Genesis  Fund/Neuberger 

 * 

20.0 

14.5 

185 

14.6 

0.4 

none 

1.33a 

B 

c 

N&B  Guardian  Fund/Neuberger 

15.5 

0.4 

14.1 

5,000 

15.2 

13.3 

none 

0.82 

B 

D 

N&B  Manhattan  Fund/Neuberger 

14.6 

-5.9 

10.3 

584 

16.2 

8.1 

none 

0.98 

C 

B 

N&B  Partners  Fund/Neuberger 

15.3 

12.6 

14.7 

1,993 

12.2 

6.2 

none 

0.85 

B 

C 

New  Economy  Fund/American  Funds 

15.8 

7.4 

13.8 

4,044 

9.4 

5.3 

5.75 

0.88 

New  England  Capital  Growth-A/New  England 

 * 

4.0 

 * 

169 

23.9 

12.3 

5.75 

1.61 

C 

B 

New  England  Growth  Fund-A/New  England 

15.1 

0.0 

9.4 

1,204 

14.5 

21.4 

t 

1.20 

D 

B 

New  England  Growth  Oppors-A/New  England 

13.4 

7.9 

11.4 

198 

16.0 

23.1 

5.75 

1.38 

New  England  Star  Advisors-A/New  England 

 * 

13.8 

 * 

655 

21.3 

7.6 

5.75 

1.82 

B 

C 

New  England  Value-A/New  England 

14.2 

9.3 

13.4 

292 

13.1 

13.9 

5.75 

1.37 

New  USA  Growth  Fund'/New  USA 

 * 

14.7 

21b 

26.9 

4.3 

5.00 

1.63 

NFJ  Diversified  Low  P/E-lnst/Pimco  Advisors 

13.7 

 * 

53 

15.1 

9.2 

none 

0.70 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  ■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Oistributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  Formerly  New  USA  Mutual. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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- — Annualized  total  return   Assets  Weighted  Median  Maximum  Annual 

7/31/84         last        5-year  6/30/96  average  market  sales  expenses 

to             12  ($mil)       P/E          cap  charge  per 

7/16/96       months                                         ($bil)  $100 


VVJ'JA  f'JUD 


FUND  SURVEY 


'it  Performance   ,;' Fund/distributor 
UP  DOWN 


—markets— 


w 

Standard  £   oor's  500  stock  average 

16.4% 

15.1% 

13.3% 

Jm 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

NFJ  Equity  income-lnst/Pimco  Advisors 

— 

14.8% 

12.4% 

$123 

18.4 

$8.8 

none 

$0.70 

N-A  Core  Growth-A/Nicholas-Applegate 

— 

12.4 

— * 

289 

24.0 

3.6 

5.25% 

1.59 

N-A  Emr,i  -  urowth-A/Nicholas-Applegate 

* 

8.7 

— 

410 

24.1 

0.5 

5.25 

1.80 

■B 

D 

N-A  Growth  Equity-A/Nicholas-Applegate 

— 

10.3 

14.4 

462 

24.8 

4.2 

5.00 

1.52 

N-A  Inc  &  Growth-A/Nicholas-Applegate 

8.9 

93 

6.2 

0.4 

5.25 

1.60a 

B 

B 

Nicholas  Fund/Nicholas 

14.0  /o 

1  c  c 
10. D 

ion 

9  7no 

1  7  7 
11 .1 

9  D 

none 

n  ia 

B 

C 

Nicholas  ll/Nicholas 

14.4 

13.6 

10.8 

769 

18.3 

1.4 

none 

0.64 

■B 

C 

Nicholas  Limited  Edition/Nicholas 

* 

20.0 

14.1 

229 

19.3 

0.4 

none 

0.90 

North  American  Growth  &  Inc-A/Wood  Logan 

— * 

10.5 

11.4 

118 

16.0 

18.6 

4.75 

1.34a 

■D 

D 

North  American  Value  Equity-A'/Wood  Logan 

3.3 

11.5 

136 

17.1 

12.2 

4.75 

1.34a 

Northeast  Investors  Growth  Fund/Northeast 

12.7 

10.5 

52 

16.0 

27.1 

none 

1.30 

Northern  Funds-Growth  Equity/Sunstone 

8.0 

£40 

1  8  Q 

lo.y 

99  1 

none 

i.uua 

Northern  Funds-Small  Cap  Growth/Sunstone 

6.2 

168 

14.3 

0.3 

none 

1.00a 

■D 

B 

Northstar  Advantage  Growth-A/Northstar 

6.3 

9.6 

77 

17.9 

16.5 

4.75b 

1.47 

■B 

D 

Northstar  Advantage  Special-A/Northstar 

6.7 

13.2 

186 

19.4 

0.6 

4.75 

1.49 

Oakmark  Fund/Harris 

13.8 

3,999 

16.9 

10.7 

none 

1.15 

■A 

F 

Oberweis  Emerging  Growth/Oberweis 

5.0 

16.3 

207 

24.8 

0.6 

none 

1.46 

One  Group  Income  Equity-A/One  Group 

* 

1  fi  A 
10.4 

1  9 

1A 
1 4 

ID./ 

Of,  1 
ZD.  1 

a  <in 

4.  JU 

1  99a 

1  .LLO 

One  Group  Large  Co  Growth-A/One  Group 

 * 

6.9 

131 

16.9 

15.6 

4.50 

1.22a 

■B 

C 

Oppenheimer  Disciplined  Value70ppenheimer 

 * 

11.8 

15.6 

138 

15.1 

12.3 

•  5.75 

1.22 

■A 

D 

Oppenheimer  Discovery  Fund-A/Oppenheimer 

20.5 

17.7 

1,267 

21.1 

0.9 

5.75 

1.24 

D 

C 

Oppenheimer  Fund-A/Oppenheimer 

11.9 

7.1 

11.7 

279 

14.6 

12.2 

5.75 

1.30 

B 

B 

Oppenheimer  Growth  Fund-A/Oppenheimer 

13.5 

10.1 

13.6 

1,253 

17.6 

17.5 

5.75 

1.39 

Oppenheimer  Main  St  Inc  &  Gro-A/Oppenheimer — * 

1  fl  A 
1U.4 

OA  9 

K  CQ9 
J, OOO 

1  Q  7 
18./ 

i  n  c 
lU.o 

^  7^ 
D.I  J 

1  no 

l.UU 

Oppenheimer  Quest  Gro  &  Inc-A/Oppenheimer 

4.0 

58 

17.7 

13.2 

5.75 

1.81 

Oppenheimer  Quest  Small  Cap3-A/0ppenheimer  — * 

7.3 

12.2 

164 

15.0 

0.6 

5.75 

1.80 

B 

B 

Oppenheimer  Quest  Value-AVOppenheimer 

14.2 

13.8 

15.0 

454 

13.3 

10.7 

5.75 

1.68 

C 

C 

Oppenheimer  Target  Fund-AVOppenheimer 

12.4 

12.0 

12.5 

831 

17.6 

4.5 

5.75 

1.03 

C 

A 

Oppenheimer  Total  Return-A/Oppenheimer 

15.9 

14.7 

14.1 

2,376 

17.2 

16.3 

5.75 

0.92 

Oppenheimer  Value  Stock-A/Oppenheimer 

1  Q  A 

1  j.4 

i  o  n 

1  70 

i/y 

1  C  Q 

15,0 

18. D 

C  7C 

J.I  J 

1  9Q 
1Y8 

A 

D 

Pacific  Horizon-Aggress  Growth-A/Bisys 

17.3 

11.8 

11.0 

218 

24.0 

1.4 

4.50 

1.51a 

Pacific  Horizon-Blue  Chip-A/Bisys 

14.6 

— * 

87 

16.8 

29.7 

4.50 

1.30a 

Pacifica  Equity  Value-lnvestor/Furman 

6.7 

12.8 

233 

13.9 

18.1 

4.50 

1.35a 

PaineWebber  Capital  Apprec-A/PaineWebber 

 * 

8.2 

275 

26.5 

3.6 

4.50 

1.58 

■A 

C 

PaineWebber  Finl  Svc  Growth-AVPaineWebber 

 * 

19.9 

21.5 

98 

13.6 

4.7 

4.50 

1.37 

D 

A 

PaineWebber  Growth  &  Income-A/PaineWebber  11.7 

14.5 

9.1 

604 

16.2 

10.8 

4.50 

1.23 

■C 

D 

PaineWebber  Growth  Fund-A/PaineWebber 

 * 

11.9 

10.1 

403 

17.8 

5.8 

4.50 

1.11 

PaineWebber  Small  Cap  Value-A/PaineWebber 

* 

3.7 

68 

18:7 

0.5 

4.50 

1.90 

Parametric  Enhanced  Eq-lnst/Pimco  Advisors 

 * 

12.2 

10.2 

83 

18.0 

19.8 

none 

0.70 

Parkstone  Equity  Fund-A/Bisys 

 * 

10.0 

83 

25.5 

9.2 

4.50 

1.53a 

Note:  Last  12-month  return  7/13/95-7/16/96:  5-year  return  7/31/91-7/16/96.  ■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a  Net  of  absorption  of  expenses  by  fund  spon- 
sor, b:  Includes  back-end  load  that  reverts  to  distributor.  Formerly  North  American  Growth-A.  Formerly  Connecticut  Mutual-Growth.  Formerly  Quest  for  Value-Small 
Cap-A.  'Formerly  Qucs:  for  Value-A  Reflects  performance  of  Oppenheimer  Regency  prior  to  6/91  merger.  'Formerly  PaineWebber  Regional  Financial  Growth-A. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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FACTS  ARE  FANCY. 


Facts  are  like  wishes.  You  can't  count  on  them  to 
make  things  happen.  They  just  aren't  reliable  as 
projectable  information.  To  meet  your  marketing 
objectives  takes  something  more.  At  Polk,  we  believe 
it  takes  multi-dimensional  intelligence  to  gain  real 
insight  into  consumers'  perceptions  and  habits. 
Multi-dimensional  intelligence  is  the  sum  of  our 
superior  data,  technical  proficiency  and  diagnostic 
savvy.  It  is  present  in  every  Polk  direct  marketing, 


database  management  and  market  analysis  product. 
Multi-dimensional  intelligence  enables  you  to  build 
your  market  strategy  on  the  most  sophisticated  and 
comprehensive  consumer  information  available.  For 
a  fully  dimensional  portrait  of  your  customers  and 
prospects,  come  to  the  company  that  has  spent  the 
last  125  years  perfecting  its  data  and  diagnostic 
capabilities.  Because  in  the  end,  it's  not  the  information, 
it's  the  intelligence  behind  it.  Call  800  635-5522. 


Be 

Multi-Dimensional  Intelligence'" 


•  iEY   


;  r'fo'rmance  /-'Furid/distributrjr  i, 
UP  DOWN 
—markets — 

 Annualized  total  return  

7/31/84         last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
(Sbil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

# 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

1  £  AO/ 
LO.H  /o 

14.5% 

ic  10/ 
ID.  1  /o 

10.6% 

n  oo/ 
16.5  /o 

13.2% 

18.5 

$10.3 

$1.20 

Parkstone  High  Inc  Equity-investor  A/Bisys 

15.5% 

$95 

16.9 

$23.8 

4.50% 

$1.55 

Parkstone  Small  Capitalization-A/Bisys 

12.6 

223 

29.2 

0.6 

4.50 

1.54a 

■B 

F 

Parnassus  Fund/Parnassus 

-23.8 

12.0% 

260 

15.4 

1.5 

3.50 

1.02 

■B 

D 

Pasadena  Growth  Fund-A/Pasadena 

7.5 

8.1 

498 

21.4 

17.5 

5.50 

1.62 

Pasadena  Nifty  Fifty-A/Pasadena 

10.1 

9.9 

187 

20.9 

28.2 

5.50 

1.87 

PRUft  Fmproino  firnu/f  h/PRHf; 
rDn\j  Cinciglflg  oiUWul/rDnu 

IK  3 
ID.  J 

1  ?ClA 

1  ,LVH 

c.n  n 

JU.U 

n  i 

U.4 

none 

1  A7 
1.4/ 

■A 

D 

PBHG  Growth  Fund/PBHG 

19.6 

28.3 

4,961 

26.6 

0.9 

none 

1.45 

PBHG  Large  Cap  Growth/PBHG 

26.8 

464 

NA 

NA 

none 

1.50a 

PBHG  Select  Equity/PBHG 

32.6 

434 

50.0 

2.4 

none 

1.50a 

Pelican  Fund/Pelican 

10.1 

14.4 

188 

14.2 

11.5 

none 

0.95a 

D 

B 

Penn  Square  Mutual  Fund-A/Penn  Square 

13.7% 

9.6 

11.4 

315 

17.2 

9.0 

4.75 

0.96 

D 
D 

Donne w In ania  ftn  1 1 1 1 1 1 1   Pi  i in .*!  /wnMffl 

rcnnbyivaiiia  iviuiudi  runa/nuyuc 

19  R 

It.  J 

fi  9 

in  ? 

IV.  0 

JOO 

1  R  7 
1  J.  / 

n  a 

U.4 

MUMe< 

n  QRa 
U.jOd 

Perkins  Opportunity  Fund/Avondale 

13.3 

139 

19.0 

0.1 

4.75 

1.97 

F 

B 

Philadelphia  Fund/Philadelphia 

10.7 

10.1 

10.3 

91 

14.9 

18.4 

none 

1.62 

B 

D 

Phoenix  Aggressive  Growth-A'/Phoenix 

14.5 

13.2 

12.6 

248 

18.5 

25.8 

4.75 

1.20 

C 

C 

Phoenix  Equity  Opportunities-A/Phoenix 

13.7 

6.1 

11.3 

217 

25.4 

5.9 

4.75 

1.25 

D 

A 

Phoenix  Growth  Fund-A/Phoenix 

14.8 

11.2 

9.5 

2,440 

19.9 

25.4 

4.75 

1.14 

rnOclliA  IVIUIll— IVIIU-\*ap~H  /rllUclMX 

 * 

A  8 
4.0 

in  q 

dsn 

40U 

1  J.O 

ifi  i 

10.4 

A  7<i 
4.  /  J 

1  AO 
1 MC 

■B 

F 

Pierpont  Capital  Appreciation/JP  Morgan 

10.3 

14.3 

212 

18.5 

1.0 

none 

0.90 

■C 

B 

Pierpont  Equity  Fund/JP  Morgan 

11.2 

12.5 

329 

15.6 

17.5 

none 

0.81 

C 

B 

Pilgrim  America  MagnaCap-AVPilgrim 

14.8 

14.3 

12.2 

248 

32.9 

18.2 

5.75 

1.64 

Pimco  Advisors-Discovery-A/Pimco 

-1.9 

68 

20.0 

0.9 

5.50 

1.40 

C 

B 

Pimco  Advisors-Growth-A/Pimco 

15.9 

6.9 

11.0 

1,588 

19.3 

24.5 

5.50 

1.10 

rimco  Muvisors— innovaiion-M/rimco 

 * 

a  a 

0.4 

1 87 
10/ 

31  n 

A  3 
4.0 

^  <;n 

J.DU 

i  /in 

1.4U 

A+ 

D 

Pimco  Advisors-Opportunity-A/Pimco 

19.8 

7.9 

24.4 

968 

21.6 

1.1 

t 

1.10 

Pimco  Advisors-Target-A/Pimco 

— * 

8.6 

_* 

1,168 

22.5 

3.0 

5.50 

1.20 

Pimco  Advisors-Value-A/Pimco 

13.0 

— * 

52 

NA 

NA 

5.50 

1.40 

Pimco  StocksPlus-lnst/Pimco  Advisors 

16.0 

171 

NA 

NA 

none 

0.65 

Pioneer  Capital  Growth-A/Pioneer 

6.5 

19.0 

1,845 

13.0 

1.4 

5.75 

1.07 

Pifinppr  Fni  nf u-l  nrnmo. A  /Pinnoor 
r  i\Ji  icci  ul|ui  iy~ 1 1  il.ui  1 1"  h/  r  iui  icci 

 * 

1 1  ■? 
i  i.o 

1  3  A 
10.4 

4  OO 

id  fi 

14.0 

A  7 

4.  / 

■i  7S 

1  91 

l.£0 

0 

C 

Pioneer  Fund/Pioneer 

13.2 

9.3 

11.6 

2,651 

14.7 

10.7 

5.75 

0.95 

B 

D 

Pioneer  Growth  Shares-A/Pioneer 

14.4 

3.2 

10.5 

250 

18.5 

3.3 

5.75 

1.23 

C 

C 

Pioneer  ll/Pioneer 

13.0 

3.3 

11.1 

5,329 

13.9 

4.7 

5.75 

0.93 

C 

D 

Pioneer  Mid-Cap  Fund-AVPioneer 

11.7 

-3.1 

9.5 

1,004 

15.1 

0.9 

5.75 

0.89 

Piper  Funds-Emerging  Growth/Piper 

13.4 

15.3 

304 

22.9 

2.6 

4.00 

1.21a 

■C 

C 

Piper  Funds-GrowthVPiper 

11.7 

9.3 

182 

18.7 

19.4 

4.00 

1.25a 

Piper  Funds-Growth  &  Income/Piper 

17.5 

* 

96 

17.2 

33.0 

4.00 

1.30a 

Portico-Growth  &  Income-A/Firstar 

 * 

19.2 

11.7 

60 

18.8 

14.2 

4.00 

1.15 

Portico-Special  Growth-A/Firstar 

 * 

4.6 

11.1 

106 

23.9 

1.3 

4.00 

1.14 

Preferred  Growth  Fund/Caterpillar 

-3.8 

410 

23.3 

13.8 

none 

0.84 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor,  formerly  Phoenix  US  Stock-A.  Formerly  Phoenix  Multi-Capital  Appreciation-A. 
'RtJ'ects  performance  of  Pilgrim  Fund  prior  to  6/85  merger.  'Formerly  Pioneer  Three,  formerly  Piper-Value. 

Sources:  Forbes,  Upper  Analytical  Services;  Morningstar,  Inc. 
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Market  Driver? 


Third  in  a  series  of  profiles  of  America's  business  aircraft  users. 


Geographically  diverse  markets  can  present  a  challenge 
to  lean  top  management  teams. 

Just  ask  Harvey  Gainey,  who  with  only  two  other 
officers  directs  a  $250  million  trucking  enterprise.  Based 
in  Grand  Rapids,  the  firm  has  seven  divisions  in  eight 
states.  To  keep  his  18-wheelers  on-time  and  on-budget, 
Harvey  regularlv  flies  to  remote  facilities  as  far  away  as 
Texas,  Kansas  and  Florida. 

An  expert  in  getting  from  Point  A  to  Point  B,  Harvey  has 
found  a  way  to  make  his  own  schedule  as  productive  as  his 
truckers':  take  the  company's  seven-passenger  business  jet. 

With  this  productivity  tool,  Harvey  and  his  lean 
management  team  easily  schedule  two  meetings  in  two 
states  in  a  single  day.  Consequently,  Harvey  has  a  first- 
hand awareness  of  changing  needs  in  the  markets  he  serves. 


And  his  customers,  whether  in  Atlanta  or  Indianapolis, 
have  face-to-face  time  with  the  CEO. 

Says  Harvey,  "It's  impossible  to  do  what  we  do  any 
other  way." 

He  also  appreciates  how  flying  keeps  his  executive 
overhead  at  a  minimum.  After  all,  Harvey  began  Gainey 
Transportation  in  1984  with  little  more  than  an  understanding 
wife  and  a  second  mortgage  on  his  home.  He  maintains 
this  cost-effective  approach  by  maximizing  work  during 
travel  enroute  and  keeping  timetables  under  his  control. 

Gainey  Transportation  is  one  of  more  than  7,500 
companies  that  operate  over  1 1 ,000  turbine-powered  aircraft 
in  the  U.S.  As  for  the  company's  markets,  lowering  costs 
while  getting  closer  to  his  customers  puts  Harvey  Gainey 
in  the  driver's  seat. 


MM 


For  a  free  copy  of  a  brochure  profiling 
10  companies  which  operate  business  aircraft,  please  call  (800)  9-AVIATE. 
Or  contact  us  on  the  Internet  at  http://www.nbaa.org/ 

'NO  PLANE.  NO  GAIN.'  is  a  Joint  Program  of  the  National  Business  Aircraft  Association  and  the  General  Aviation  Manufacturer  Association, 


:5.:I<1«   ' 


Performance 
UP  DOWN 
—markets — 

1  ■.)*}••>::■: 

Fund/distribute 

 Annualized  total  return  

7/31/84        last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

m  ■■ 

Standard  &  Poor's  500  stock  average 
r'orbes  stock  fund  composite 

16.4% 
14.5% 

15.1% 
10.6% 

13.3% 
13.2% 

18.5 

$10.3 

$1.20 

Preferred  Value  Fund/Caterpillar 

 * 

12.0% 

$267 

14.5 

$15.4 

none 

$0.85 

n 

Q 

Premier  Capital  Growth-A/Dreyfus 

11.0% 

-13.1 

3.6% 

503 

13.4 

20.1 

4.50% 

1.11 

■D 

c 

Premier  Strategic  Growth-A '/Dreyfus 

 * 

-8.2 

1.7 

52 

12.9 

3.6 

4.50 

1.84 

■F 

A 

Premier  Strategic  Investing-AVDreyfus 

8.8 

7.2 

259 

16.0 

9.9 

4.50 

1.27 

T  Rowe  Price  Blue  Chip  Growth/Price 

17.3 

223 

19.8 

18.0 

none 

1.25a 

■D 

A 

T  Rowe  Price  Capital  Appreciation/Price 

 * 

11.6 

11.7 

906 

16.3 

8.3 

none 

0.97 

T  Rowe  Price  Capital  Opportunity/Price 

 * 

13.3 

 * 

133 

29.0 

0.9 

none 

1.35a 

T  Rowe  Price  Dividend  Growth/Price 

18.5 

 * 

112 

17.2 

15.8 

none 

1.10a 

■C 

A 

T  Rowe  Price  Equity  Income/Price 

 * 

19.3 

15.0 

6,332 

14.9 

17.2 

none 

0.85 

T  Rowe  Price  Equity  Index/Price 

 * 

14.9 

12.8 

668 

17.2 

24.1 

none 

0.45a 

c 

B 

T  Rowe  Price  Growth  &  Income/Price 

13.2 

16.8 

13.6 

2,058 

16.8 

14.6 

none 

0.84 

c 

C 

T  Rowe  Price  Growth  Stock/Price 

14.8 

10.6 

13.0 

3,063 

16.2 

12.6 

none 

0.80 

T  Rowe  Price  Mid-Cap  Growth/Price 

 * 

18.9 

655 

24.8 

1.4 

none 

1.25a 

■A 

D 

T  Rowe  Price  New  America  Growth/Price 

 * 

18.5 

16.1 

1,342 

23.6 

4.5 

none 

1.07 

D 

B 

T  Rowe  Price  New  Era/Price 

12.9 

12.8 

9.9 

1,297 

22.3 

15.7 

none 

0.79 

A 

D 

T  Rowe  Price  New  Horizons/Price 

14.0 

16.7 

18.9 

4,100 

25.2 

1.8 

t 

0.90 

B 

D 

T  Rowe  Price  OTC/Price 

12.8 

18.5 

16.0 

343 

16.4 

0.7 

none 

1.11 

■A 

■F 

T  Rowe  Price  Science  &  Technology/Price 

5.2 

23.7 

2,922 

19.8 

4.3 

none 

1.01 

T  Rowe  Price  Small-Cap  Value/Price 

15.5 

16.9 

1,250 

18.1 

0.1 

t 

0.98 

T  Rowe  Price  Spectrum-Growth/Price 

 * 

13.9 

13.9 

1,804 

23.1 

5.6 

none 

0.82 

T  Rowe  Price  Value  Fund/Price 

 * 

17.8 

121 

24.0 

2.6 

none 

1.10a 

■D 

B 

Principal  Preserv-S&P  100  Plus/Principal 

 * 

13.9 

11.8 

70 

17.7 

43.7 

4.50 

1.23 

c 

c 

Princor  Capital  Accumulation-A/Princor 

13.8 

14.6 

11.9 

409 

17.8 

20.7 

4.75 

0.71 

Princor  Emerging  Growth-A/Princor 

 * 

9.0 

15.4 

228 

17.0 

4.1 

4.75 

1.33 

B 

c 

Princor  Growth  Fund-A/Princor 

15.2 

4.8 

13.1 

236 

17.8 

15.7 

4.75 

1.06 

Princor  Utilities  Fund-A/Princor 

19.7 

75 

15.7 

13.7 

4.75 

1.15a 

■D 

■A 

Prudential  Allocation— Strat-A/Prudential 

* 

2.8 

8.3 

353 

18.2 

6.4 

5.00 

1.33 

B 

c 

Prudential  Equity  Fund-A/Prudentia! 

16.1 

12.0 

14.0 

3,687 

19.2 

6.5 

5.00 

0.91 

■D 

B 

Prudential  Equity  Income-A/Prudential 

4.0 

11.8 

1,290 

19.1 

6.0 

5.00 

1.03 

Prudential  Multi-Sector-A/Prudential 

_* 

-0.1 

11.2 

442 

16.1 

12.7 

5.00 

1.23 

B 

D 

Prudential  Small  Companies-AVPrudential 

13.6 

7.7 

15.0 

599 

18.0 

0.7 

5.00 

1.33 

D 

A+ 

Prudential  Utility  Fund-A/Prudential 

16.8 

17.9 

11.6 

3,980 

15.4 

3.5 

5.00 

0.88 

Putnam  Capital  Appreciation-A/Putnam 

20.3 

 * 

339 

20.0 

3.3 

5.75 

1.29 

Putnam  HiworcifioiH  Fmistw  A/Pntnam 
ruuidiii  L/ivcrbii icu  Eiquiiy-H/r ULfidiit 

10. J 

J  JO 

L 1  .U 

1 1 

j.  i 

J.  /  J 

1.  JO 

D 

B 

Putnam  Equity  Income-A/Putnam 

12.4 

17.5 

12.8 

611 

NA 

NA 

5.75 

1.16 

C 

A 

Putnam  Fund  for  Growth  &  Inc-A/Putnam 

15.6 

17.2 

13.7 

17,860 

17.0 

21.2 

5.75 

0.89 

Putnam  Growth  &  Income  ll-A/Putnam 

 * 

16.7 

 * 

1,041 

20.0 

11.0 

5.75 

1.49 

B 

B 

Putnam  Health  Sciences-A/Putnam 

18.2 

21.3 

11.0 

1,478 

21:5 

19.4 

5.75 

1.12 

B 

C 

Putnam  Investors  Fund-A/Putnam 

14.7 

12.3 

12.7 

1,250 

19.5 

22.1 

5.75 

0.99 

F 

A 

Putnam  Natural  Resources-A/Putnam 

10.6 

12.0 

8.1 

229 

15.5 

13.9 

5.75 

1.13 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
id  not  meet  asset  minimum  for  tull  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  includes  back-end  load  that  reverts  to  distributor.  'Formerly  Dreyfus  Strategic  Growth  LP.  -'Formerly  Dreyfus  Strategic  Investing-A. 

'Formerly  Prudential  Growth  0ppt1unity-A. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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— — Annualized  total  return   Assets 

7/31/84         last        5-year  6/30/96 

to  12  ($mil) 

7/16/96  months 


Weighted     Median  Maximum  Annual 

average     market  sales  expenses 

P/E          eap  charge  per 

($bil)  $100 


Performance  Fund/distributor 
UP  DOWN 
— markets — 


Standard  &  Poor'*;  ^Ofi  cfr.rU  auorsac 

1  £  AO/ 

1  C  1  0/ 

13  OO/ 

13.3% 

m 

Forbes  stock  fund  composite 

14.5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

nt 

n 

ruinam  niew  upportunities-A  /rutnam 

17.9% 

19.7% 

24.5% 

$9,177 

25.2 

$2.1 

5.75% 

$1.13 

Ht 

c 
r 

Putnam  OTC  Emerging  Growth-A7Putnam 

19.3 

21.0 

21.6 

2,461 

23.6 

1.6 

5.75 

1.14 

ruinam  rreierrea  income-A/rutnam 

7.0 

8.9 

117 

30.1 

5.1 

3.25 

0.90 

ruinam  utilities  larowtn  &  inc-A/rutnam 

18.0 

11.6 

1,226 

16.6 

8.9 

5.75 

1.12 

A 

r 
\* 

ruinam  vista  runa-A/rutnam 

16.7 

17.0 

16.6 

1,835 

21.8 

2.7 

5.75 

1.07 

A 

D 

Putnam  Voyager  Fund-A/Putnam 

19.1 

1  R  7 

1fi  7 
10.  / 

11  /l  77 
11,4/  / 

99  9 
LL.L 

C  A 

5.4 

n  7c 

1  M 

1.0/ 

ruinam  voyager  n-A/rutnam 

16.8 

482 

39.0 

2.2 

5.75 

1.40 

Quantitative  Numeric  Fund-O/Quantitative 

11.8 

71 

19.4 

1.0 

t 

1.97 

uC 

D 

rceicn  &  tang  Lquiiy/Keicn  &  lang 

8.5 

13.8 

111 

19.5 

2.5 

none 

1.15 

■F 

Ax 

M+ 

mgnnme  oiue  cnip/ Lincoln 

15.9 

10.5 

275 

17.0 

27.8 

4.75 

2.06 

mC 

■r 

A  i 
M+ 

Rightime  Fund/Lincoln 

11.1 

10.6 

168 

22.0 

4.2 

none 

2.43 

Rightime  MidCap  Fund/Lincoln 

 * 

12.3 

on 
ou 

10.0 

9  9 

A  7<i 

4./ j 

9  I  7 

Rimco  Monument-Stock  Fund/Riinco 

18.3 

79 

21.0 

13.2 

5.75 

0.96a 

mvcnToni  incorne  tquity-A/Disys 

16.6 

73 

18.1 

10.0 

4.50 

1.69a 

mversiue  capital  value  tquity/tsisys 

n  t 

9.7 

81 

18.1 

8.1 

4.50 

1.58a 

■A 

■n 

Robertson  Stephens  Emerg  Growth/Robertson 

6.9 

10.6 

193 

27.4 

1.1 

none 

1.68 

Robertson  Stephens  Value  +  Growth/Robertson 

— * 

-16.4 

743 

20.6 

7.7 

none 

1.45 

■B 

D 

Rodney  Square  Multi-Mngr— Growth/Rodney  Sq 

6  4 

12  2 

71 

93  <i 
L  J.  J 

A  9 

a  nn 

4.UU 

1 .4  J 

Royce  Fund-Premier/Royce 

6.1 

285 

15.9 

0.6 

none§ 

1.25 

u 

□ 

D 

Royce  Fund-Value/Royce 

11.5 

6.8 

10.0 

148 

16.1 

0.5 

none§ 

1.76a 

Royce  Micro-Cap  Fund/Royce 

9.9 

135 

20.9 

0.2 

none§ 

1.94a 

Rydex-Nova  Fund/Rydex 

15.6 

225 

NA 

NA 

none 

1.58 

Rydex-Ursa  Fund/Rydex 

* 

c  n 

-3.9 

193 

NA 

NA 

none 

1.48 

B 

c 

Safeco  Equity  Fund/Safeco 

17.2 

15.5 

17.0 

685 

1/1  zl 

9fl  1 

noriG 

n  7Q 

U.  /  J 

□ 

D 

U 

Safeco  Growth  Fund/Safeco 

IOC 

12.6 

3.0 

9.0 

195 

18.6 

9.2 

none 

0.99 

n 
V 

A 

Safeco  Income  Fund/Safeco 

1  0  c 

13. b 

ICO 

Ib.o 

12.6 

244 

14.2 

24.0 

none 

0.85 

U 

C 

Salomon  Brothers  Capital/Salomon 

111  n 

12.0 

21.5 

12.4 

119 

16.5 

9.6 

none 

1.36 

Q 

D 

Salomon  Brothers  Investors  Fund-A/Salomon 

i  a  n 
14.0 

inn 
19. U 

1  A  O 

14.3 

A  1 1 

4/1 

16.1 

16.4 

4.75 

0.94 

I 

L 

Salomon  Brothers  Opportunity/Salomon 

1  A  1 

14.1 

l  l  i 
11./ 

13.4 

144 

1  O  A 

13.4 

12.0 

none 

1.18 

D 

A 

SBSF  Fund/Kpv  Mutual 

JUJI      1    UHU/IVGjf  IrlUlUUl 

13.4 

12.6 

11.9 

122 

19.8 

14.2 

none 

1.24 

bcnwao  luuu  rund/bcnwaD 

1  0  0 

i  o  n 
1  J.U 

l,04j 

Oyl  n 

24.0 

1/10 

14.0 

none 

0.49a 

Schwab  Small  Cap  Index/Schwab 

c  n 

6.9 

200 

26.0 

0.6 

none 

0.59a 

U 

A 

Scout  Stock  Fund/Jones  &  Babson 

1  0  1 
Li.l 

A  C 

4.0 

o  c 

1  7  1 

1/1 

17  r 
1/.0 

0  c 

y.b 

none 

n  oc 
U.OD 

D 

D 

u 

OLUUUcI  Udpilal  UlOWin/OLUUUcI 

1 R  9 

11. U 

l£.0 

1  K91 
1  ,Ol  1 

99  8 

J.U 

none 

A 

D 

Scudder  Development  Fund/Scudder 

13.7 

8.8 

13.1 

1,039 

26.3 

1.1 

none 

1.24 

C 

A 

Scudder  Growth  &  Income/Scudder 

15.9 

16.4 

14.9 

3,548 

15.5 

12.7 

none 

0.79 

Scudder  Quality  Growth/Scudder 

11.1 

11.3 

220 

18.5 

21.9 

none 

1.08 

Scudder  Value  Fund/Scudder 

7.9 

85 

12.0 

10.3 

none 

1.25a 

B 

C 

Security  Equity  Fund-A/Security 

15.9 

16.8 

14.4 

572 

17.2 

15.8 

5.75 

1.05 

F 

A 

Security  Growth  &  Income-A/Security 

10.1 

12.1 

8.4 

74 

17.2 

13.1 

5.75 

1.31 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  tor  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Reflects  performance  of  Putnam  Information  Sciences  prior  to  3/92  merger. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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 Annualized  total  return   Assets  Weighted  Median  Maximum  Annual 

7/31/84         last        5-year  6/30/96  average  market  sales  expenses 

to             12  ($mil)       P/E          cap  charge  per 

7/16/96       months                                         ($bil)  $100 


ahce  fu^d/distribiifbr 
P  •  DOWN  if 
— ^markets— 


gam 


Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

1  *3  00/ 

13.3% 

Forbes  stock  fund  composite 

14,5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

8 

F 

Security  Ultra  Fund-A/Security 

7.9% 

3.2% 

9.2% 

$70 

22.7 

$1.7 

5.75% 

$1.35 

B 

B 

Selected  American  Shares/Davis 

15.6 

13.6 

11.6 

1,064 

15.0 

13.6 

none 

1.09 

C 

D 

Selected  Special  Shares/Davis 

12.1 

0.2 

9.4 

62 

19.8 

4.3 

none 

1.48 

A 

0 

Seligman  Capital  Fund-A/Seligman 

14.8 

17.3 

12.6 

262 

23.5 

10.6 

4.75 

1.09 

C 

B 

Seligman  Common  Stock-A/Seligman 

15.0 

11.0 

12.5 

694 

15.9 

19.9 

4.75 

1.10 

A+ 

c 
r 

Seligman  Commun  &  Info-A/Seligman 

cV.J 

OK  8 

OA  0 

o  son 

L,OL\J 

OK  Q 

1  7 

1 .0 

T 

1  7C 
l./O 

Seligman  Frontier  Fund-A/Seligman 

7.3 

19.4 

835 

18.1 

0.6 

4.75 

1.63 

C 

C 

Seligman  Growth  Fund-A/Seligman 

13.8 

12.6 

10.8 

655 

19.9 

17.2 

4.75 

1.16 

c 

A 

Sentinel  Common  Stock-A/Sentinel 

15.2 

16.8 

12.1 

1,177 

16.6 

28.6 

5.00 

1.08 

Sentinel  Emerging  Growth-A/Sentinel 

— * 

8.6 

—* 

95 

19.3 

0.5 

5.00 

1.46 

D 

C 

Sentinel  Growth  Fund-A/Sentinel 

12.2 

8.6 

6.7 

64 

19.9 

15.7 

5.00 

1.46 

0 

b 

Sentry  Fund/Sentry 

lo. 0 

i  n  i 
1U.  1 

Q  A 

3.4 

34 

1  Q  1 
10.1 

1  Q 

1.0 

none 

n  qc 
U.ob 

B 

A 

Sequoia  Fund/Sequoia 

16.2 

23.2 

16.0 

2,329 

13.0 

9.9 

t 

1.01a 

Seven  Seas  Growth  &  Inc/Russell 

8.4 

— * 

55 

17.8 

25.0 

none 

0.95a 

Seven  Seas  Matrix  Equity/Russell 

11.0 

— * 

255 

15.7 

22.6 

none 

0.72a 

Seven  Seas  S&P  500  Index/Russell 

~~ * 

14.9 

— * 

684 

16.6 

27.7 

none 

0.22a 

Sierra-Emerging  Growth-A/Gt  Western 

16.3 

17.0 

358 

13.2 

0.8 

4.50 

1.65 

Qiorrs   r^rAiA/th  ft.  InpAmo  A/fit  lA/ocfrorn 
Olclld  ValUWUl  at  ITlLUnlc-H/ol  VvcMclll 

in  l 

1U.  1 

in  k 

1U.  J 

u  k 

14.  J 

1 7  A 

1  /  .4 

4.  JU 

l  KK 

i  .j  j 

Sierra-Growth  Fund-A/Gt  Western 

9.8 

251 

25.5 

6.0 

4.50 

1.70 

A 

C 

SIFE  Trust-Class  ll/SIFE 

16.9 

18.7 

20.3 

660 

12.3 

6.9 

5.00 

1.50 

D 

A 

SIT  Growth  &  Income/SIT 

14.3 

10.7 

11.9 

53 

22.7 

17.9 

none 

1.00a 

A 

D 

SIT  Growth  Fund/SIT 

16.1 

13.5 

11.5 

356 

24.6 

2.3 

none 

0.77 

SIT  Small  Cap  Growth/SIT 

19.0 

51 

18.3 

0.5 

none 

1.50 

■  A 

u 

Skyline  Fund— Special  Equities/Skyline 

 * 

in  1 

1U.1 

1  fl  A 
16.4 

1 K7 
10/ 

1  K  8 
1  J.O 

n  ■? 

U.J 

none 

i  m 
i.ji 

Skyline  Fund-Special  Equities  1  I/Skyline 

13.1 



96 

14.4 

1.2 

none 

1.52 

A 

D 

SB  Aggressive  Growth-A/Smith  Barney 

14.9 

-9.2 

10.3 

541 

18.7 

5.1 

5.00 

1.37 

D 

A 

SB  Appreciation  Fund-A/Smith  Barney 

15.0 

10.2 

10.3 

3,104 

18.4 

22.1 

5.00 

1.02 

D 

A 

SB  Equity  Inc-AVSmith  Barney 

13.8 

15.1 

11.9 

679 

16.6 

21.2 

5.00 

1.02 

■D 

C 

SB  Equity-Growth  &  Inc-AVSmith  Barney 

13.1 

10.6 

239 

16.9 

18.7 

5.00 

1.16 

■n 
■  u 

A 
H 

od  tquity-oirai  invesi-M/omim  barney 

 * 

7  O 

/.y 

1 1  n 
11. U 

QQ7 
00/ 

1  A  C 
14. D 

1  O  Q 

k  nn 

1  91 
1. 11 

B 

c 

SB  Fundamental  Value-A/Smith  Barney 

13.7 

10.1 

14.7 

1,177 

12.2 

10.4 

5.00 

1.32 

■C 

A 

SB  lnc--Premium  Tot  Ret-A/Smith  Barney 

13.2 

12.5 

2,629 

13.5 

12.9 

5.00 

1.10 

SB  Managed  Growth-A/Smith  Barney 



3.1 

— 

752 

21.0 

0.7 

5.00 

1.19 

A 

F 

SB  Special  Equities-A/Smith  Barney 

12.3 

13.6 

20.1 

603 

25.8 

1.1 

5.00 

1.43 

C 

D 

SB  Telecommun-Growth-A/Smith  Barney 

13.6 

-3.5 

12.2 

192 

17.0 

7.9 

5.00 

1.27 

■c 

B 

Sound  Shore  Fund/Forum 

 * 

15.1 

14.8 

76 

12.7 

7.9 

none 

1.15 

Stagecoach  Aggressive  Growth-A/Overland 

3.2 

* 

144 

26.5 

0.8 

4.50 

1.28a 

■D 

B 

Stagecoach  Corporate  Stock/Stagecoach 

 * 

14.0 

12.2 

365 

17.2 

28.6 

none 

0.96a 

Stagecoach  Diversified  Income-A/Stagecoach 

 * 

15.5 

120 

17.8 

9.9 

4.50 

1.10a 

Stagecoach  Growth  &  Income-A/Stagecoach 

8.2 

11.9 

237 

16.7 

12.8 

4.50 

1.18a 

Note:  Last  12-month  return  7/13/95-7/16/96;  5-year  return  7/31/91-7/16/96.  ■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
iid  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Oistributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor.  I      udes  back-end  load  that  reverts  to  distributor.  Formerly  Smith  Barney-Income  &  Growth-A.  Reflects  performance  of  Direct  Value 

prior  to  3/94  merger. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
Rules,  page  148.  DistriL  page  233. 
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It s  been  an  expansive  century. 

ALLTELs  roots  in  local  telephone  service  started  hack  in  the  early  1900s.  Today. 
ALLTEL  is  a  member  of  the  ScVP  500  and  a  Forbes  500  leader,  noted  for  hs  diversified  husi- 
ness  and  high-tech  capabilities.  Willi  operations  in  telephone,  cellular  and  information  services. 
ALLTEL  now  does  business  throughout  the  I  United  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we  re  well-balanced  to  meet  die  needs  oi 

wClUIEl 


the  next  century. 


For  more  information  on  ALLTEL,  call  (501)  (>()l-i;,)<)<). 


I  D . j  u  u j  \  sunuv 
j  _  i ,   


Up'^DOWN 

—markets*— 

;¥urtd .'distributor   Annualized  total  return  

7/31/84         last  5-year 

*     IK'5  ■                           to  12 

7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Standard  &  Poor's  500  stock  average 

16.4% 

15.1% 

13.3% 

Forbes  stock  fund  composite 

14,5% 

10.6% 

13.2% 

18.5 

$10.3 

$1.20 

Standish  Equity  Fund/Stand ish 

11.6% 

15.2% 

$98 

13.8 

$16.1 

none 

$0.64a 

Standish  Small  Cap  Equity/Sta nd ish 

 * 

12.1 

15.2 

227 

22.3 

0.3 

none 

0.74a 

D 

B 

State  Bond  Common  Stock/SBM 

14.7% 

12.6 

10.2 

70 

21.1 

13.3 

4.75% 

1.18 

■A 

State  St  Research  Cap  Apprec-A'/State  Street 

-3.0 

17.3 

574 

18.5 

6.1 

4.50 

1.42 

State  St  Research  Capital-A/State  Street 

* 

-1.3 

629 

33.6 

12.2 

4.50 

1.19 

■D 

A 

State  St  Research  Equity  Inc-AVState  Street 

_* 

12.8 

13.9 

71 

16.6 

4.8 

4.50 

1.25a 

■D 

c 

State  St  Research  Eq  Invest-A/State  Street 

 * 

13.6 

13.0 

53 

16.5 

28.7 

4.50 

1.25a 

D 

B 

State  St  Research  Invest-A/State  Street 

14.1 

13.2 

10.7 

446 

13.2 

16.4 

4.50 

0.78 

A+ 

F 

SteinRoe  Capital  Opportunities/Stein  Roe 

14.6 

36.1 

21.3 

1,316 

33.7 

1.4 

none 

1.25 

■D 

B 

SteinRoe  Growth  &  IncVStein  Roe 

 * 

17.1 

13.7 

177 

17.0 

10.6 

none 

1.15 

c 

c 

SteinRoe  Growth  Stock/Stein  Roe 

14.2 

14.0 

11.4 

407 

21.7 

21.8 

none 

1.08 

B 

C 

SteinRoe  Special  Fund/Stein  Roe 

15.7 

10.0 

11.5 

1,114 

18.0 

4.0 

none 

1.11a 

SteinRoe  Special  Venture/Stein  Roe 

 * 

19.8 

120 

16.9 

0.9 

none 

1.25a 

SteinRoe  Young  Investor/Stein  Roe 

 * 

27.6 

_* 

115 

32.0 

7.0 

none 

1.17a 

F 

A+ 

Stratton  Monthly  Dividend  Shares/Stratton 

11.3 

9.7 

7.5 

110 

15.3 

2.3 

none 

0.99 

Strong  American  Utilities/Strong 

 * 

21.3 

125 

15.4 

22.8 

none 

1.10 

Strong  Common  Stock/Strong 

 * 

10.1 

18.1 

1,150 

18.7 

3.7 

t 

1.22 

Strong  Discovery  Fund/Strong 

 * 

-6.0 

11.1 

582 

21.7 

5.2 

none 

1.40 

Strong  Growth  Fund/Strong 

 * 

12.6 

1,114 

227 

8.2 

none 

1.30 

■C 

B 

Strong  Opportunity  Fund/Strong 

 * 

9.4 

15.6 

1,642 

17.5 

5.3 

none 

1.27 

Strong  Schafer  ValueVStrong 

 * 

9.0 

17.0 

333 

16.0 

10.1 

none 

1.27 

■D 

D 

SunAmerica  Blue  Chip  Growth-A/SunAmerica 

 * 

8.6 

11.5 

91 

18.0 

11.4 

5.75 

1.53 

■B 

D 

SunAmerica  Mid-Cap  Growth-A/SunAmerica 

 * 

2.6 

11.2 

55 

21.4 

2.6 

5.75 

1.62 

■A 

F 

SunAmerica  Small  Co  Growth-A/SunAmerica 

 * 

10.8 

18.3 

241 

21.3 

0.9 

5.75 

1.52 

Target  Large  Cap  Growth/Prudential 

* 

3.7 

* 

203 

19.4 

23.9 

none ' 

0.78 

Target  Large  Cap  Value/Prudential 

 * 

13.1 

* 

210 

15.8 

15.9 

none' 

0.76 

Target  Small  Cap  Growth/Prudential 

 * 

9.5 

 * 

149 

20.5 

1.6 

none 

0.85 

Target  Small  Cap  Value/Prudential 

6.5 

 * 

113 

14.3 

0.7 

none" 

1.00 

TCW/DW  Core  Equity/Dean  Witter 

 * 

0.2 

 * 

764 

17.2 

15.4 

5.00b 

1.82 

TCW/DW  Small  Cap  Growth/Dean  Witter 

_* 

25.4 

 * 

269 

23.1 

0.7 

5.00 

2.32 

TCW/DW  Total  Return/Dean  Witter 

 * 

5.6 

 * 

51 

19.0 

12.7 

5.00 

1.86a 

Third  Avenue  Value/Whitman 

 * 

10.6 

15.6 

503 

12.4 

1.2 

none 

1.29 

Torray  Fund/Torray 

 * 

23.5 

16.2 

68 

14.9 

17.2 

none 

1.25a 

Tower-Capital  Appreciation/Federated 

14.8 

12.3 

173 

16.1 

23.7 

3.00 

1.24 

Tweedy,  Browne  American  Value/Tweedy 

17.2 

222 

12.9 

8.0 

none 

1.39a 

20th  Century  Capital-Equity  lnc/20th  Century 

17.5 

135 

18.2 

1.7 

none 

0.98 

20th  Century  Capital-Value  Fund/20th  Century 

18.6 

* 

1,088 

16.0 

7.7 

none 

0.97 

A+ 

F 

20th  Century  Giftrust  lnvestors/20th  Century 

24.0 

-9.4 

23.9 

841 

26.7 

0.3 

none 

0.93 

B 

D 

20th  Century  Growth  lnvestors/20th  Century 

15.0 

-6.1 

8.0 

4,731 

23.0 

13.5 

none 

0.99 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  «Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a-.  Net  of  absorption 
of  expenses  by 1     sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Formerly  MetLife-State  Street  Capital  Appreciation-A.  'Formerly  MetLife-State  Street 
Equity  Income.  'Formerly  SteinRoe  Prime  Equities.  'Formerly  Schafer  Value.  -Quarterly  advisory  fee. 
Sources:  Forbes;  Upper  Analytics:  Services;  Morningstar,  Inc. 
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Performance 
UP  DOWN 

—markets — 

Fund/distributor 

— —Annualized  total  return  

7/31/84         last  5-year 

to  12 
7/16/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 

cap  3 
($bil) 

Maximum 
sales 
charge 

«.J.v;... 

Annual 
expenses 
per 
$100 

Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 

LO.H  /O 

14.5% 

1 D.  1  to 

10.6% 

13.3  70 

13.2% 

18.5 

$10.3 

$1.20 

■C 

■C 

20th  Centurv  Heritage  lnve<;tor<;/?f)th  fontiirv 

\  1°/ 

—  1.1  /o 

1 1  9°/ 

1  1  .0  /o 

$  1   1  07 

$.1,107 

9/10 

24.8 

$1.5 

none 

$0.97 

D 

B 

20th  Century  Select  lnvestors/20th  Century 

13.5% 

O.J 

7  R 

/  .J 

9  0.9*} 
0,3/1  J 

9n  9 
iU.i 

ii/i 
11.4 

none 

0.99 

A 

D 

20th  Century  Ultra  lnvestors/20th  Century 

10-0 

i  r  n 

17  /in-) 

90  0 

5.0 

none 

0.98 

A 

F 

20th  Century  Vista  lnvestors/20th  Century 

15  fi 

1  J.U 

9  1 

1 9  7 

9  9£Q 

9d  0 

i  n 

l.U 

none 

0.96 

D 

B 

United  Accumulative  Fund-A/Waddell 

10./ 

fi  fi 
D.D 

in  7 

1U./ 

1  991 

1  7  1 
1/1 

12.4 

5.75% 

0.80 

B 

B 

United  Income  Fund-A/Waddell 

16.7 

3.9 

12.4 

4,376 

17.2 

19.6 

5.75 

0.84 

A 

D 

United  New  Concepts-A/Waddell 

14  2 

A  8 

4.0 

D4o 

9C  Q 
£0.0 

9  1 

3.1 

£  7C 

575 

1.25 

A 

C 

United  Science  &  Technology-A/Waddell 

16.6 

J.O 

ifi  fi 

1D.0 

Q8Q 

yoy 

99  n 

7  C 

t  7C 

5./5 

0.92 

D 

c 

United  Vanguard  Fund-A/Waddell 

IL.L 

A  Q 

4.y 

Q  1 

1  979. 

1//0 

9n  i 

11C 

11. b 

C  7t 

b./5 

1.06 

A 

F 

USAA  Mutual-Aggressive  Growth/USAA 

l  L  .J 

91  P 

1H.  1 

Kan 

OOU 

9/1  7 

1  9 
Li 

none 

n  7  7 
0.// 

USAA  Mutual-Growth  &  Income/USAA 

 * 

13  1 
10.1 

 * 

981 
ool 

1  8  1 
10.1 

1  C  9 
10. Z 

none 

n  oc 
U.95 

C 

B 

USAA  Mutual-Growth/USAA 

13.5 

12.9 

13.4 

1,222 

16.9 

14.6 

none 

1.03 

■D 

A+ 

USAA  Mutual-Income  Stock/USAA 

* 

1  J.U 

19  n 

1  773 
1 ,  /  /  0 

1fi  9 

1 A  A 
14.4 

none 

n  79 
U./o 

B 

B 

Value  Line  Fund/Value  Line 

15.7 

16  0 

19  1 

LL.J 

17fi 
0  /  u 

1  8  fi 
10.0 

k  n 

O.U 

none 

n  09 

U.OO 

F 

A 

Value  Line  Income/Value  Line 

12.2 

1?  Q 

I  t  J 

P  1 

y.  i 

IdQ 
14  J 

l  q  a 

i  k  a 

10.0 

none 

n  oi 

B 

C 

Value  Line  Leveraged  Growth  Inv/Value  Line 

15.2 

7.5 

11.7 

37fi 

0  /  0 

IP  1 

i  y.  l 

1 1  9 

none 

n  aa 
u.oo 

D 

D 

Value  Line  Special  Situations/Value  Line 

8.5 

2.1 

8.6 

Q7 
o  / 

99  A 

1  q 

i  .  y 

none 

i  nK 
1  .uo 

Vanguard  Equity  Income/Vanguard 

19.6 

13.3 

1,257 

16.7 

20.2 

none 

0.43 

B 

D 

Vanguard  Explorer  Fund/Vanguard 

10.4 

9.0 

14.2 

?  nq 

1  7  7 

U.J 

none1 

n  fit; 
u.oo 

Vanguard  Index-Extended  Mkt/Vanguard 

10.9 

14.0 

1,746 

17  fi 

1  /  .0 

1  7 
l.# 

U.  JU+ 

n  9R 

B 

B 

Vanguard  lndex-500  Portfolio/Vanguard 

16.1 

15.0 

13.2 

23  fi.74 

17  3 

1  / .  J 

98  A 
£0.4 

none' 

n  9n 

Vanguard  Index-Growth/Vanguard 

 * 

15.3 

 * 

■ill 
j  i  i 

9fi  n 

£U.U 

■3K  7 
J  J./ 

none' 

n  9n 

B 

D 

Vanguard  Index-Small  Cap  Stock/Vanguard 

10.3 

8.5 

14.7 

1,450 

17.3 

n  5 

U.J 

1  fifli1 

1 -UU  + 

n  9^ 

U.£  J 

Vanguard  Index-Total  Stock  Mkt/Vanguard 

12.9 

 * 

2,865 

17.4 

20.1 

none1 

0.25 

Vanguard  Index-Value/Vanguard 

 * 

14.8 

t 

765 

14.1 

20.4 

none' 

n  9n 

c 

c 

Vanguard/Morgan  Growth/Vanguard 

14.3 

10.3 

11.4 

1,817 

18.0 

11.8 

none 

0  dP 

U.4  J 

■B 

D 

Vanguard/Primecap/Vanguard 

 * 

3.6 

15.7 

3,827 

19.3 

9.3 

t 

0.58 

■C 

B 

Vanguard  Quantitative  Portfolios/Vanguard 

13.3 

13.2 

1,131 

15.6 

27.7 

none 

0.47 

D 

A 

Vanguard  Special-Energy/Vanguard 

14.7 

24.9 

11.7 

610 

15.6 

8.3 

none§ 

0.51 

A 

A 

Vanguard  Special-Health  Care/Vanguard 

21.9 

29.4 

16.8 

2,198 

15.1 

11.0 

none§ 

0.46 

Vanguard  Special-Utilities  Inc/Vanguard 

16.9 

Z 

695 

14.1 

12.9 

none 

0.44 

Vanguard  Tax-Managed-Cap  Apprec/Vanguard 

8.9 

 * 

398 

20.6 

24.0 

none§ 

0.20 

Vanguard  Tax  Managed-Growth  &  Inc/Vanguard  — * 

15.2 

 * 

166 

23.0 

20.1 

none§ 

0.20 

C 

C 

Vanguard/Trustees'  Equity-US/Vanguard 

13.3 

10.8 

12.4 

144 

16.6 

16.1 

none 

0.56 

■C 

B 

Vanguard  US  Growth/Vanguard 

19.0 

12.7 

4,524 

20.8 

27.7 

none 

0.45 

B 

C 

Vanguard/Windsor  Fund/Vanguard 

15.6 

7.6 

14.3 

14,615 

13.0 

9.5 

t 

0.32 

■C 

B 

Vanguard/Windsor  ll/Vanguard 

 * 

20.2 

14.1 

13,214 

14.9 

17.3 

none 

0.38 

C 

C 

VanKamp  Amer  Comstock-A/Van  Kampen 

13.2 

15.8 

12.2 

1,234 

15.1 

23.2 

5.75 

0.96 

A 

D 

VanKamp  Amer  Emerging  Grow-A/Van  Kampen  14.9 

16.8 

180 

2,320 

22.5 

2.0 

5.75 

1.08 

Note:  Last  12-month  return  7/18/95-7/16/96;  5-year  return  7/31/91-7/16/96.  ■Fund  rated  tor  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  {Distributor  may 
impose  purchase  fee,  with  proceeds  reverting  to  other  fund  shareholders,  a-  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to 
distributor  Anoual  $10  maintenance  fee. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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M 

Fund/distributor 

■ 

 Annualized  total  return  

7/31/84         last  5-year 

to  12 
7/16/96  months 

fi 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

\s 

O  la  1  lUal  U  Ot  i  UUI  9  JUv  o IUL  r\  a  V CI  age 

Forbes  stock  fund  composite 

16.4% 
14!5% 

15.1% 
10.6% 

13.3% 
13>. 

18.5 

$10.3 

$1.20 

B 

D 

VanKamp  Amer  Enterprise-A/Van  Kampen 

14.6% 

8.4% 

13.1% 

$1,401 

17.1 

$12.5 

5.75% 

$0.98 

C 

C 

VanKamp  Amer  Growth  &  Inc/Van  Kampen 

12.2 

11.9 

13.6 

666 

184 

22.6 

5.75 

1.15 

D 

c 

VanKamp  Amer  Pace  Fund-A/Van  Kampen 

12.3 

7.9 

10.2 

2,601 

18.1 

18.0 

5.75 

091 

VanKamp  Amer  Utility-A/Van  Kampen 

— * 

15.9 

* 

156 

13.7 

9.1 

5.75 

1  47a 

Victory-Diversified  Stock-A/Bisys 

15.3 

13.7 

519 

17.7 

27.3 

4.75 

1.02a 

Victory-Growth  Fund/Bisys 

 * 

ID.U 

132 

1  Q  C 

00  A 
COM 

A 

t./D 

1  9Qi 

Victory-Special  Growth/Bisys 

 * 

7.4 

 * 

84 

NA 

NA 

4.75 

1.44a 

Victory-Special  Value-A/Bisys 

 * 

8.8 

 * 

251 

14.2 

2.2 

4.75 

1.33a 

Victory-Stock  Index/Bisys 

 * 

14.6 

* 

244 

17.2 

28.7 

4.75 

0.57a 

Victory-Value  Fund/Bisys 

 * 

16.4 

 * 

360 

15.8 

23.2 

4.75 

1.30a 

■A 

■C 

Vista  Capital  Growth-A/Vista 

 * 

3.8 

15.8 

1,038 

16.0 

1.4 

4.75 

1.38 

■B 

■B 

Vista  Growth  &  Income-A/Vista 

8.8 

12. b 

1,964 

14.1 

11.3 

l\  "7C 
4./0 

1  0  c 

1.35 

Vista  Small  Cap  Equity-A/Vista 

* 

23.8 

 * 

189 

18.2 

0.6 

4.75 

1  50a 

Vontobel  US  Value/First  Dominion 

— 

20.1 

13.5 

60 

14.9 

10.6 

none 

1.50 

Waddell  &  Reed  Growth-B/Waddell 

 * 

7.1 

— 

237 

28.0 

2  1 

3.00b 

2.18 

Waddell  &  Reed  Total  Return-B/Waddell 

 * 

2.7 

 * 

236 

17.7 

17.3 

3.00b 

203 

■C 

B 

Warburg  Pincus  Cap  Apprec-Com/Warburg 

— 

16.5 

13.6 

339 

19.7 

4.3 

none 

1.12 

Warburg  Pincus  Emerg  Growth-Com/Warburg 

IOC 

1A5 

10/1 

968 

00  0 

16.1 

U.o 

none 

1  oc 

Lib 

Warburg  Pincus  Growth  &  Inc-Com/Warburg 

— * 

-5.3 

12.2 

897 

15.2 

6.2 

none 

1.26 

■A 

D 

Wasatch  Aggressive  Equity/Wasatch 

 * 

-3.4 

12.5 

299 

22.5 

0.6 

t 

1.48 

■B 

C 

Wasatch  Growth  Fund/Wasatch 

 * 

10.0 

13.2 

118 

111 

0.8 

none 

1.43 

Wasatch  Micro-Cap  Fund/Wasatch 

 * 

-82.3 

— * 

95 

23.3 

0.1 

none 

2.50a 

Wasatch  Mid-Cap  Fund/Wasatch 

 * 

-8.8 

 * 

163 

28.4 

1.3 

none 

1.68 

C 

B 

Washington  Mutual  Investors/American  Funds 

16.2 

20.2 

14.0 

21,632 

15.6 

20.8 

D./b 

0.66 

Weitz  Partners  Value/Weitz 

* 

14.0 

— * 

89 

7.9 

5.8 

none 

1.24 

■D 

■B 

Weitz  Series  Fund-Value/Weitz 

 * 

14.7 

13.5 

245 

8.5 

5.3 

none 

1.42 

Westcore-Blue  Chip  FundVALPS 

 * 

17.8 

13.1 

65 

14.5 

13.5 

none 

1.15a 

B 

C 

Winthrop  Focus-Aggress  Growth-A/Wood 

14.3 

6.3 

15.3 

235 

15.3 

0.5 

4.75 

1.51 

D 

C 

Winthrop  Focus-Growth-AVWood 

11.7 

12.7 

9.6 

67 

18.1 

12.9 

4.75 

1.51 

D 

B 

Winthrop  Focus-Growth  &  Income-A/Wood 

13.3 

17.4 

12.1 

112 

17.3 

13.5 

4.75 

1.41 

Woodward  Growth/Value-Retail/Woodward 

 * 

13.9 

12.4 

55 

17.4 

18.4 

5.00 

0.84 

Woodward  Opportunity  Fund/Woodward 

* 

5.8 

14.6 

78 

18.6 

1.0 

5.00 

0.89 

B 

C 

WPG  Growth  &  Income/Weiss 

14.1 

14.5 

12.3 

73 

17.5 

28.1 

none 

1.22 

■B 

D 

WPG  Growth  Fund/Weiss 

 * 

17.6 

11.9 

65 

19.4 

0.9 

none 

1.08 

WPG  Quantitative  Equity/Weiss 

 * 

14.1 

156 

16.9 

20.2 

none 

1.01 

B 

D 

WPG  Tudor  Fund/Weiss 

14.5 

19.2 

12.3 

192 

18.9 

1.1 

none 

1.25 

Yacktman  Fund/Yacktman 

 * 

18.5 

* 

608 

17.4 

17.7 

none 

0.91a 

Zweig  Series-Appreciation-A/Zweig 

 * 

9.6 

497 

n:8 

2.9 

5.50 

1.59 

Zweig  Series-Strategy-A/Zweig 

3.5 

11.1 

1,245 

12.5 

6.6 

5.50 

1.24 

Note:  Last  12-month  return  7/18/95-7/16/95;  5-year  return  7/31/91-7/16/96.  "Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or 
■lr'  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
;cs  by  find  sponsor,  b;  Includes  back-end  load  that  reverts  to  distributor.  Formerly  Westcore-Modern  Value  Equity.  Reflects  performance  of  deVegh  Fund  prior 

to   87  merger  NA:  Not  applicable  or  net  available. 

w«s:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

ftu      lage  148.  Distributor  table,  page  233. 
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vacation  homes. 


We  have^a  very  different  policy  when  it  come* 

Nq  matter  how  short  your  stay,  nothing  restores  you  like  a  visit  to  your  vacation  home.  And  nothing  brings 
you  more  peace  of  mind  than  insuring  it  with  a  Masterpiece  Vacation  Home  policy  from  Chubb.  It's  priced  very 
competitively  with  the  type  of  coverage  you  need  for  your  second  home — because  we  recognize  it's  not  your 
primary  home.  And  you  still  get  the  same  financial  strengths  and  claim  service  that  make  vacation  homeowners 
say  coverage  from  Chubb  is  like  a  day  in  the  country.  For  a  complimentary  video  about  protecting  your  vacation 
home,  call  your  independent  agent  or  broker,  or  Chubb  at  1-800-CHUBB  08. 


Insure  your  world  with  Chubb 


For  promotional  purposes,  Chubb  refers  tp,  mciriber  insurers  of  the  Chubb  Group  of  Insurance  Companies  underwriting  coverage. 
The  precise  coverage  offered  is  subject  to  the  terms, 'conditions  and  exclusions  of  the  policies  as  issued.  Coverage  may  not  be  available 
in  all  jurisdictions.  Chubb  Group  of  Insurance  Companies,  Box  1615,  Warren,  NJ  07061-1615. 


CHUBB 


mm  survey 

BakfM  2d  funds 


These  funds  mix  stocks  and  bonds  in  roughly  equal 
parts.  Also  included:  asset  allocation  funds,  which  sjiift 
money  among  stocks,  bonds  and  cash,  and  convertible 
bond  funds.  The  original  theory  of  balanced  funds  was 
that  bond  aid  go  up  when  stocks  went  down,  and 
vice  versa.  Nowadays,  as  often  as  not,  bonds  and  stocks 


tend  to  move  together,  so  combining  them  delivers  only 
a  little  bit  of  useful  diversification.  We  measure  the  per- 
formance of  balanced  funds  from  June  1991  through 
June  1996  against  a  50-50  blend  of  the  s&P  500  stock 
index  and  the  Merrill  Lynch  corporate/government 
bond  index;  the  group  is  then  graded  on  the  curve. 


Ratio  scale  (6/30/91  =  100) 


Performance 

Fund/distributor 

Annualized  total  return 

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP  DOWN 

6/91 

last 

% 

6/30/96 

average 

market 

sales 

expenses 

—markets— 

to  6/96 

12 

($mil) 

P/E 

cap 

charge 

per 

months 

($bil) 

$100 

Blended  stock  and  bond  markets  index 

12.1% 

14.9% 

4.6% 

Forbes  balanced  fund  composite 

12.6% 

15.8% 

3.3% 

17.8 

$14.0 

$1.13 

AARP  Growth  Trust-Bal  Stock  &  Bond/Scudder 

* 

14.4% 

3.7% 

$371 

15.6 

$9.5 

none 

$1.01 

C 

D 

Advantus  Spectrum  Fund-A/Mimlic 

10.8% 

15.3 

2.3 

65 

20.2 

17.0 

5.00% 

1.29 

A+ 

D 

AIM  Balanced  Fund-A/AIM 

16.3 

24.9 

2.3 

351 

16.2 

17.7 

4.75 

1.43a 

C 

D 

Alliance  Balanced  Shares-A/Alliance 

9.6 

12.0 

2.8 

134 

18.2 

26.3 

4.25 

1.35 

Alliance  Conservative  Investors-A/Alliance 

 * 

8.0 

4.9 

50 

16.7 

28.9 

4.25 

1.40a 

C 

D 

Alliance  Strategic  Balanced-A/Alliance 

10.6 

14.1 

1.7 

52 

180 

14.4 

425 

1.40a 

Alliance  Growth  Investors-A/Alliance 

 * 

15.8 

1.9 

97 

17.7 

22.4 

4.25 

1.40a 

Alliance  Income  Builder-A/Alliance 

 * 

14.8 

5.0 

52 

16.0 

27.6 

4.25 

2.38 

c 

B 

American  Balanced  Fund/American  Funds 

12.7 

17.1 

3.9 

3,529 

14.4 

24.1 

5.75 

0.67 

AmSouth  Balanced  Fund/Bisys 

 * 

13.1 

3.5 

347 

18.3 

13.0 

4.50 

0.93a 

Benham  Manager-Capital  Manager/20th  Century 

* 

12.3 

3.3 

81 

14.8 

22.3 

none 

1.01a 

B 

A+ 

Bond  Fund  For  Growth-A/Oppenheimer 

19.0 

13.6 

6.0 

427 

17.0 

3.3 

5.75 

1  02 

Brinson  US  Balanced/Fund/Plan 

13.5 

3.7 

228 

.  NA 

NA 

none 

0.80a 

D 

C 

Calvert  Social  Inv-Managed  Growth-A/Calvert 

88 

10.7 

2.7 

585 

17.3 

13.5 

4.75 

1.27 

A 

F 

CGM  Mutual  Fund/CGM 

13.1 

14.1 

2.4 

1,150 

107 

16.1 

none 

0.91 

A 

D 

Colonial  Fund-A/Colonial 

144 

17.5 

1.8 

1,162 

12.2 

8.3 

5.75 

1.16 

Colonial  Strategic  Balanced-A/Colonial 

 * 

18.0 

3.0 

52 

19.0 

4.4 

4.75 

1.65a 

F 

A+ 

Colonial  Strategic  Income-A/Colonial 

109 

10.1 

8.1 

1,429 

21.4 

0.3 

4  75 

1  18 

D 

B 

Colonial  Utilities  Fund-A/Colonial 

12.2 

199 

4  1 

1,154 

14.5 

11.5 

475 

1.21 

*Fund  not  in  operai  'n  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors,  a:  Net  of  absorption  of  expenses  by  fund  sponsor  b:  Includes  back-end 
load  that  reverts  to  dis.  'ibutor.  NA:  Not  applicable  or  not  available 

Sources:  Forbes;  Upper  analytical  Services;  Morningstar.  Inc. 
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Performance 
UP  DOWN 
—markets— 


Fund/distributor 


Annualized  total  return 

6/91  last 
to  6/96  12 
months 


Assets   Weighted  Median  Maximum  Annual 

6/30/96    average   market      sales  expenses 

($mil)       P/E       cap       charge  per 

($bil)  $100 


Blended  stock  and  bond  markets  index 

12.1% 

14.9% 

4.6% 

Jm 

Forbes  balanced  funcJ  composite 

12.6% 

15.8% 

3.3% 

17.8 

$14.0 

$1.13 

Columbia  Balanced  Fund/Columbia 

— 

15.7% 

3.5% 

$574 

17.8 

$20.5 

none 

$0.63 

Commerce  Balanced  Fund/Commerce 

— 

15.6 

2.3 

61 

NA 

NA 

3  50% 

1.13a 

D 

D 

n 
U 

Compass  Capital-Balanced-lnv  A/Compass 

12  8% 

17.3 

2.7 

78 

18.0 

199 

4.50 

1.18a 

r* 

l> 

r* 
I 

Composite  Bond  &  Stock-A/Murphey 

12.0 

19  1 

3.5 

262 

15.9 

22.9 

450 

1  06 

D 

B 

Crabbe  Huson  Asset  Allnratinn/rrahhp 

1Z.U 

7  Q 

9  R 

i.J 

1  AC 
140 

1  A  7 

14./ 

r  i 
0.1 

none 

1.49 

Davis  Convertible  Secs-A'/Davis 

 * 

18  7 

3.4 

65 

NA 

NA 

4.75 

1.14 

Dean  Witter  Balanced  Growth/Dean  Witter 

— 

17.4 

2.6 

76 

17.0 

12.7 

none 

000a 

n 
D 

Dean  Witter  Convertible  Sees/Dean  Witter 

12.8 

18.0 

4.9 

216 

19.9 

0.9 

5.00b 

1.96 

Dean  Witter  Diversified  Inc/Dean  Witter 

— * 

8.5 

7.4 

658 

NA 

1.1 

5.00b 

1.44 

□ 

U 

Dean  Witter  Strategist  Fund/Dean  Witter 

11.8 

17.5 

20 

1,303 

20.5 

11.0 

5.00b 

1.58 

B 

c 

Dplawarp  ftrnun  nplawarp-A/nplaw/aro 
ucianaic  uiuufj  uciaWaic  H/UcldWdlc 

1  9  9 

1  Q  9 

9  9 

A.l 

VIOI 

ICO 

loo 

1  A  C 

14. b 

A  7C 

4.75 

0.97 

B 

C 

Dodge  &  Cox  Balanced  Fund/Dodge 

14.0 

15.7 

3.9 

2,579 

13.8 

15.5 

none 

0.57 

Dreyfus  Asset  Alloc-Total  Return/Dreyfus 

— * 

8.3 

2.8 

62 

170 

21.5 

none 

0.67 

Dreyfus  Balanced  Fund/Dreyfus 

— * 

10.5 

3.4 

279 

14.8 

12.7 

none 

1.04 

L 

L 

EV  Traditional  Investors/Eaton  Vance 

12.6 

17  8 

3.0 

288 

14.3 

13.8 

4.75 

0.95 

D 
D 

Eclipse  Financial  Asset-Balanced/Eclipse 

13.1 

13.5 

3.1 

86 

14  8 

3.6 

none 

0.81a 

Fntprnrisp  (*ronn—  ManatJpri- A/FntprnrKp 

i_  1 1  ic  i  fji  p  3C  Uluup   IVIallclgCU  m  Lint  1  p  II  or 

 * 

1Q  7 

U.4 

1 1  9 

lo  u 

1 1  n 
11. u 

A  1C 
4./D 

1  103 

c 

c 

Evergreen  Balanced-A/Lieber 

11.4 

14.2 

3.9 

151 

14.6 

20.3 

4  75 

0.88 

a 

A 

C 

Evergreen  Foundation-A/Lieber 

16.2 

10.6 

3.3 

669 

15.3 

17.9 

4.75 

1.33a 

A 

A 

D 

Federated  Equity  Income-A/Federated 

16.0 

24.7 

3.0 

502 

14.8 

21.5 

5.50 

1.03a 

D 

c 

Federated  Stock  &  Bond/Federated 

10.5 

14.6 

3.6 

137 

16.2 

21.6 

none 

1.07a 

D 

B 

Fidelity  Advisor  Inc  &  Growth-A/Fidelity  Adv 

9.7 

5.4 

4.0 

3,155 

13.4 

6.7 

3.50 

1.32 

D 

B 

Firlplitu  Accpt  Manaopr/Firiolitv 
i  luciiiy  nbici  iviaiiagci/riuciiiy 

1 1  k 

1 1 .0 

1 9  fi 

10. D 

3  9 

in  7Qn 
iu,/yu 

9fl  R 

O.0 

none 

U.30 

Fidelity  Asset  Manager-Growth/Fidelity 

 * 

17.7 

1.4 

3,062 

22.1 

5.8 

none 

1.06 

Fidelity  Asset  Manager-lncome/Fidelity 

* 

9  3 

5.0 

568 

17.8 

113 

none 

0.81 

F 

B 

Fidelity  Balanced  Fund/Fidelity 

9.2 

6.2 

4.5 

4,252 

12.4 

5  6 

none 

0.90 

B 

A 

Fidelity  Convertible  Securities/Fidelity 

16.3 

16.7 

4.4 

1,168 

19.9 

10.3 

none 

0.70 

B 

B 

Fidelity  Puritan  Fund/Fidelity 

14.9 

16.0 

3.1 

17,071 

19.2 

8.2 

none 

0.73 

c 

p 

Fir^t  InuPQtnrQ  Tntat  Rpturn-A/Fir^t  ln\/ 

14  9 

14.  J 

9  8 

L.O 

JU 

lfi  R 

ID.  J 

1 1  7 

fi  9R 

1.  jod 

Flag  Investors  Value  Builder-A/Brnwn 

22.3 

2.5 

240 

14.4 

12.1 

4.50 

1  31 

C 

C 

Fortis  Advantage-Asset  Allocation-A/Fortis 

11  8 

11.2 

2.8 

157 

22.1 

111 

4.75 

1.57 

B 

A 

Founders  Balanced  Fund/Founders 

15.7 

26.7 

2.8 

223 

15.8 

20.0 

none 

1.23 

Fountain  Square  Balanced  Fund-A/Federated 

13.4 

2.2 

96 

19.9 

6.5 

4.50 

1.00a 

A 

A+ 

Franklin  Balance  Sheet  Invest/Franklin 

18.4 

17  9 

1.3 

621 

14.7 

0.4 

t 

1.17 

D 
D 

A 
H 

Ci"anl/lir*  P nnnorfiKlo  Corf  l/fronl/lin 

rranKMn  LonveniDie  oecs-i/ridiiKini 

1  "i  Q 

17  fi 
1  /  .0 

4.0 

197 

1Q  9 

n  r 
u.o 

A  ■if! 

l  n9 

l  Mo 

D 

A+ 

Franklin  Income  Fund-I/Franklin 

13.2 

124 

7.8 

6,924 

12.2 

12.3 

4.25 

0.71 

Galaxy  Asset  Allocation-Retail  A/Galaxy 

18  1 

2.2 

106 

20.9 

32.5 

3.75 

1.54 

Goldman  Sachs  Balanced-A/Goldman 

14.5 

3.2 

59 

15.0 

11.2 

5.50 

1.00a 

Guardian  Asset  Allocation/Guardian 

16.1 

2.6 

79 

15.0 

17  1 

4.50 

1.25 

A+ 

F 

Hancock  Growth  &  Income-A/Hancock 

13.5 

25.1 

1.2 

275 

16.5 

14.6 

5.00 

1.16 

Hancock  Sovereign  Balanced-A/Hancock 

— * 

15.7 

3.5 

159 

18.1 

7.5 

5.00 

1.29 

D 

A 

Hotchkis  &  Wiley-Balanced  Income/Hotchkis 

11.9 

15.0 

5.0 

71 

16.7 

15.7 

none 

1  00a 

r 

r 

w 

in^  Mutual  FnnH-A/Ampr  Fvnip^^ 
iuj  ivtuiuat  ruiiu  m/mmici  lajjiuoj 

12.2 

14.5 

3.8 

2,858 

13.4 

16.3 

5.00 

0.88 

c 

A 

Income  Fund  of  America/American  Funds 

13.7 

17.7 

5.1 

14,768 

16.0 

7.7 

5.75 

0.65 

c 

C 

Invesco  Advisor-FlexVlnvesco 

12.3 

14.8 

1.7 

449 

156 

18.2 

1.00b 

2.28 

Invesco  Multi-Asset-Balanced/lnvesco 

 * 

28.4 

2.5 

123 

10.9 

1.2 

none 

1.25a 

Janus  Balanced  Fund/Janus 

 * 

19.2 

7.4 

162 

16  1 

9.4 

none 

1.20 

B 

D 

Kemper  Retirement  Fund  l/Kemper 

12.0 

13.9 

3.8 

107 

22.7 

9.8 

t 

0.94 

C 

D 

Kemper  Retirement  Fund  1  l/Kemper 

11.6 

10.9 

44 

168 

22.8 

11  1 

t 

0.94 

Kemper  Retirement  Fund  lll/Kemper 

 * 

11.7 

40 

122 

22.8 

9.5 

t 

0.95 

'Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  3  Net  of  absorption  of  expenses  by  tund  sponsor  b:  Includes  back-end 
load  tbat  reverts  to  distributor.  NA:  Not  applicable  or  not  available  'Formerly  RPF  of  America-Convertible  Securities  formerly  EBI  Funds-Flex. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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FUND  SURVEY   


m 

Annualized  total  return 
6/91  last 
to  6/96  12 
months 

Yield 

% 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

■ 

■ 

Blended  stock  and  bond  markets  index 

19  1% 

1  &  Q% 

1 

Forbes  balanced  fund  composite 

.  12.6% 

15.8% 

3.3% 

17.8 

$14.0 

$1.13 

U  q  m  nor  DoVimmont  Plinrf  IW/UpmriPr 
rVciTipcr  nclucitlcfH  rUlIU  1  V/rxclMfJci 

— * 

10.5% 

3.8% 

$139 

228 

$11  1 

t 

$0.95 

i\cmpcr  neuremeni  runu  v/rvciii pci 

— * 

10.9 

3.5 

130 

NA 

NA 

t 

0.95 

B 

F 

Kemper  Total  Return-A/Kemper 

10.7% 

14.9 

3.2 

1,949 

20.2 

30.3 

5.75% 

1.05 

C 

D 

Keystone  Custodian  Balanced  (K-l)/Keystone 

10.3 

17.4 

2.9 

1,481 

17.9 

17.8 

4.00b 

1.75 

C 

D 

Landmark  Balanced  Fund-A/Landmark 

i  n  o 
1U.0 

ion 
12.0 

O  1 

3.1 

OOO 

1  o  n 

ib\ y 

on  c 
20. b 

A  7C 

4./b 

1.02a 

Lindner  Bulwark  Fund-lnvestor/Ryback 

 * 

23.4 

3.6 

62 

4.8 

0  8 

none 

1  27 

A+ 

D 

1  nrrl  AhhpH  F'nnitu  IQQO/lnirl  Ahhptt 
LOiU  HDDcll  C.t|Ufiy  lji7U/LUIU  MUUcll 

2.1.1 

12.8 

none 

56 

15.3 

163 

t 

1.50 

A 

A 

ft/I  n  inQt^w    Pnn  wor+i  Kin  A/MVI  ifo 

(Viainoidy— ^onveriiDic-H/i>i  t  liic 

17.9 

14.2 

3.8 

688 

19.2 

3.9 

5.50 

1.58 

B 

C 

MainStay-Total  Return-A/NYLife 

13.1 

16.7 

1.9 

988 

19.0 

8.9 

5.50 

1.11 

Markman  Aggressive  Growth/Markman 

21.5 

0.1 

108 

29.0 

6.9 

none 

0.95 

Markman  Moderate  Growth/Markman 

 * 

L\i.\J 

u.o 

yj 

oq  n 

b.o 

none 

u.yo 

Marquis  Balanced  Fund-A'/SEI 

 * 

11.7 

3.4 

114 

13.5 

10.1 

3.50 

0.87a 

ivienior  income  6*  urowin-M/ivi^iiiui  ruiiui 

21.4 

2.0 

95 

12.7 

5.3 

5.75 

1.37 

Mpntnr  ^tratoov  Pnrtfnlin-A/Mpntnr  Fnnrlc 

IVIC1ILUI    jiraicgy  I  Ul  11  UIIU  rv  IVIcll  IUI  lUIIUo 

* 

28.0 

none 

296 

111 

3.1 

5.75 

1.47 

A 

A 

Merrill  Lynch  Phoenix-D/Mernll 

16.7 

18.0 

0.7 

783 

10.6 

1.4 

5.25 

1.56 

C 

C 

MFS  Total  Return-A/MFS 

12.6 

16.7 

4.3 

3,792 

15.9 

21.5 

4.75 

0.87a 

Montgomery  Asset  Allocation-R/Montgomery 

00  O 

1  0 
1.0 

1  OO 

1(1 

on  q 

AU.O 

O  0 

6.1 

none 

1  on- 

i.JUa 

Nations-Balanced  Assets-Invest  A/Nations 

 * 

16.9 

3.1 

74 

19.1 

23.4 

none 

1.25 

B 

D 

Mow  FnolanH  RslsnrAfi. A/Nomj  FnnlstiH 
INcW  CNgldMU  DdldllLcU'H/l'IcW  LUgldllU 

13.0 

13.2 

3.1 

253 

14.1 

14.4 

5.75 

1.36 

B 

B 

15.0 

11.6 

3.3 

101 

14.8 

11.8 

4.75 

1.34a 

Northern  Funds-Income  Equity/Chase 

19.3 

2.9 

60 

23.7 

18.5 

none 

1.00a 

D 

B 

Northstar  Advantage  Income-A/Northstar 

11.8 

18.4 

4.8 

72 

16.0 

19.0 

4.75b 

1.27 

Northstar  Advantage  Inc  &  Growth-A/Northstar 

 * 

1  J.O 

O  c 
Ab 

0 1  1 

ill 

10  7 

Id. 1 

ic  1 
10.1 

A  7C 

1  C.A 
1.34 

Oppenheimer  Asset  Allocation-A/Oppenheimer 

15.7 

4.1 

282 

18.9 

4.9 

•  5.75 

1.15 

C 

C 

OnnpnhpimPr  ni^rinhnpH  Allnr-A2/Onnpnhpimpr 

U|J|JCI  1 1 1C  1 1 1 1  CI    L/IjLI|JIMiCU  Ml  l\J\*  r\  1  \_)  \  >  |JC  1  M  1  r  1 1 , r_  ) 

12.7 

12.2 

3.4 

231 

15.1 

12.4 

5.75 

1.17 

B 

D 

Oppenheimer  Equity  Income-A/Oppenheimer 

12.1 

18.6 

4.2 

2,399 

12.6 

15.7 

5.75 

0.90 

Oppenheimer  LifeSpan  Balanced-A/Oppenheimer 

19.6 

2.9 

51 

27.0 

4.4 

5.75 

1.55 

A+ 

A 

Oppenheimer  Quest  Opportunity-AVOppenheimer 

19.6 

20.5 

0.5 

1,324 

15.3 

11.2 

5.75 

1.69 

Oppenheimer  Strategic  Inc  &  Growth-A/Oppenheimer  — * 

1/.4 

5.9 

7  1 
/  1 

1  o  n 
loll 

1^7 

14./ 

A  7t 

4./D 

1  Aft 

1 .41) 

A 

D 

Overland  Express  Asset  Allocation-A/Overland 

15.0 

22.6 

1.4 

74 

17.3 

29.3 

4.50 

1.30a 

A 

B 

Pacific  Horizon-Capital  Income/Bisys 

15.9 

19.2 

3.8 

253 

12.7 

20.1 

4.50 

1.23a 

D 

C 

Pacifica  Balanced  Fund-lnvestor/Furman 

11.3 

13.6 

2.9 

120 

13.9 

18.5 

4.50 

1.35a 

C 

D 

PaineWebber  Balanced  Fund-AVPaineWebber 

9.6 

12.8 

3.2 

194 

16.4 

9.2 

4.50 

1.29 

PaineWebber  Tactical  Allocation-A/PameWebber 

24.7 

0.9 

105 

18.3 

14.9 

4.50 

1.35 

D 
D 

n 
u 

Pasadena  Balanced  Return-A/Pasadena 

1 1.0 

loo 

O  c 
Ab 

DO 

on  7 
2U./ 

07  Q 

O.DU 

O  1  1 

All 

D 

c 

Pax  World  Fund/Pax  World 

8.6 

20.0 

4.6 

496 

17.1 

18.6 

none 

0.97 

F 

A 

Permanent  Port-Permanent/Permanent 

6.3 

2.3 

2.1 

76 

21.9 

6.1 

none 

1.42 

D 

C 

Phoenix  Balanced  Fund-A/Phoenix 

9.0 

14.2 

3.1 

2,093 

184 

24.6 

475 

099 

F 

A 

Phoenix  Convertible  Fund-A/Phoenix 

9.9 

13.7 

4.1 

219 

20.1 

18.1 

475 

1.17 

C 

B 

Phoenix  Income  &  Growth-A/Phoenix 

12.1 

14.8 

4.1 

873 

18.5 

22.4 

4.75 

1.18 

D 

B 

Phoenix  Total  Return-A/Phoenix 

10.9 

11.1 

2.5 

340 

22.2 

16.0 

4.75 

1.21 

Pierpont  Diversified  Fund/JP  Morgan 

18.4 

2.6 

53 

23.0 

20.1 

none 

0.98a 

A 

C 

Pimco  Advisors-Equity  Income-A/Pimco 

15.9 

28.6 

2.0 

235 

15.2 

16.0 

5.50 

1  30 

Pimco  Balanced  Fund-lnst/Pimco  Advisors 

 * 

15.1 

4.3 

83 

18.0 

19.4 

none 

0.70 

D 

B 

Pioneer  Income  Fund-A/Pioneer 

9.2 

10.9 

6.5 

275 

.  15.7 

15.2 

4.50 

1.13 

Preferred  Asset  Allocation/Caterpillar 

18.2 

3.1 

96 

17.3 

28.8 

none 

1.04 

C 

D 

T  Rowe  Price  Balanced  FundVPrice 

10.9 

15.4 

3.7 

788 

15.9 

15.8 

none 

0.95 

T  Rowe  Price  Personal  Strat-Balanced/Pnce 

16.1 

3.0 

120 

25.0 

16.1 

none 

1.05a 

C 

C 

Princor  Balanced  Fund-A/Prmcor 

11.2 

14.8 

3.0 

71 

17.4 

18.8 

4.75 

1.32 

D 

B 

Prudential  Allocation-Balanced-A/Prudential 

10.7 

10.6 

2.4 

717 

16.8 

1.7 

5.00 

1.22 

*Fund  not  in  uot raticn  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors,  a.  Net  of  absorption  of  expenses  by  fund  sponsor  b  Includes  back-end  load  that 
reverts  to  distributor.  NA;  Not  applicable  or  not  available.  Formerly  Marquis  Growth  &  Income-A.  Formerly  Connecticut  Mutual-Total  Return.  Formerly  Quest  for  Value-Opportunity-A. 
'Formerly  PaineWe  bei    set  Allocation-A.  flat  fee  of  $35  on  initial  investment  and  monthly  $1.50  maintenance  fee  Reflects  performance  of  Axe-Houghton  prior  to  8/92  merger 

Sources:  Forbes;  Lppe:  Analytical  Services;  Mormngstar,  Inc. 
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send  your 
Financial  Advisor 
mail 

without  stamps. 


It's  the  world's  first  on-line  service  of  its  kind  from  a  full- 
introdUCing  SERV,CE  brokerage  firm.  So  now  you  can 

Prudential  Online.  GET  A  DETAILED  REVIEW  OF  YOUR  ACCOUNT 
anytime,  anywhere  via  the  internet.  and  the  information  is  up- 
dated daily. 

we  know  you  need  to  be  informed.  and  that  helps  us  know 
how  to  better  serve  you. 

For  more  information,  you  can  call  1-800-654-5454, 
ext.  300.  Or  visit  our  website  at  http://www.prusec.com  and  click 

ON  "PRUDENTIAL  ONLINE".  (The  e-mail  feature  cannot  be  used  to  place  orders.) 


Prudential  Securities®? 


Knowing 


UjILjIAIUIaU  J 

nmn  CIIRUFV 

Performance 

Fund/distributor 

Annualized  total  return 

Yield 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

6/91 

last 

% 

6/30/96 

average 

market 

sales 

expenses 

—markets— 

to  6/96 

12 

($mil) 

P/E 

cap 

charge 

per 

a. 

months 

($bil) 

$100 

% 

>     ■  7 

Blended  stock  and  bond  markets  index 

12.1% 

14.9% 

4.6% 

m 

hr  / 
v  / 

ruiUca  DaiallLcU  IUMU  COinpUbilc 

n  co/ 

-  -1  £. .  0  /o 

1  <i  8% 
1  J.o  /o 

O.O  /o 

1  7  R 

Putnam  Asset  Allocation-Balanced-A/Putnam 

 * 

20.7% 

2.8% 

$532 

21.4 

$4.5 

5.75% 

$1.34 

Putnam  Asset  Allocation-Conserv-A/Putnam 

 * 

12.9 

3.8 

205 

21.4 

4.5 

575 

1.63 

Putnam  Asset  Allocation-Growth-A/Putnam 

 * 

23.7 

1.7 

394 

24.0 

49 

5.75 

1  54 

c 

c 

Putnam  Balanced  Retirement-A/Putnam 

124% 

15.5 

4.3 

519 

16.2 

16.8 

575 

1.15 

B 

A 

Putnam  Convertible  Income-Growth-A/Putnam 

15.4 

18.2 

4.8 

981 

16.6 

191 

5.75 

1.16 

B 

C 

George  Putnam  Fund  of  Boston-A/Putnam 

12.6 

19.1 

3.6 

1,965 

15.7 

17.0 

5.75 

111 

D 

A 

SBSF  Convertible  Securities/Key  Mutual 

13.3 

19.7 

4.9 

73 

16.1 

4.6 

none 

1.30 

Scudder  Balanced  Fund/Scudder 

* 

16.1 

2.2 

105 

18.4 

22.8 

none 

1.00a 

D 

A 

Seligman  Income  Fund-A/Seligman 

12.5 

8.7 

5.3 

379 

13  1 

156 

4.75 

1  12 

D 

C 

Sentinel  Balanced  Fund-A/Sentinel 

10.7 

15.9 

3.2 

283 

16.6 

26.2 

5.00 

1.24 

D 

B 

SB  Inc-Convertible-A/Smith  Barney 

11.1 

13.0 

4.5 

81 

NA 

NA 

5.00 

1.43 

D 

C 

SB  Inc-Utilities-A/Smith  Barney 

10.3 

12.6 

5.4 

1,677 

13.4 

10.6 

5.00 

1.07 

SB  Principal  Ret-Sec  &  Gro/Smith  Barney 

126 

3.1 

268 

36.0 

0.4 

t 

1.02 

D 

c 

SB  Principal  Return-1998/Smith  Barney 

9.8 

10.0 

5.2 

94 

18.6 

25.1 

t 

105 

SB  Principal  Return-2000/Smith  Barney 

* 

3.1 

3.2 

68 

15.3 

1.4 

t 

1.17 

B 

D 

Stagecoach  Asset  Allocation-A/Stagecoach 

13.1 

13.9 

3.2 

1,158 

17.2 

28.6 

4.50 

0.84 

Stagecoach  Lifepath-2000-Retail/Stagecoach 

 * 

6.3 

3.1 

92 

16.0 

15.1 

none 

1.20 

o  i                     tit          xt~     'i  i~i  i  <"i  n    x    *  i  /r\  i  i 

Stagecoach  Lifepath-20 1 0-Retail/Stagecoach 

11.6 

2.2 

73 

17.6 

12.0 

none 

1.20 

Stagecoach  Lifepath-2020-Retail/Stagecoach 

 * 

14.7 

1.8 

130 

16.8 

23.9 

none 

1.20 

Stagecoach  Lifepath-2030-Retail/Stagecoach 

— * 

17.2 

1.4 

86 

14.4 

17.4 

none 

1.20 

Stagecoach  Lifepath-2040-Retail/Stagecoach 

— * 

20.4 

0.9 

158 

17.2 

25.7 

none 

1.20 

B 

B 

State  St  Research  Mngd  Assets-AVState  Street 

14.2 

18.6 

2.5 

438 

16.4 

9.6 

4.50 

1.25a 

D 

B 

SteinRoe  Balanced  FundVStein  Roe 

11.6 

17.3 

3.7 

225 

14.7 

20.9 

none 

1.07 

D 

C 

Strong  Asset  Allocation/Strong 

10.7 

13.6 

4.3 

269 

4.1 

1.9 

none 

1.20 

A 

D 

Strong  Total  Return/Strong 

15.1 

180 

0.9 

737 

185 

17.7 

none 

1.10 

B 

D 

SunAmerica  Balanced  Assets-A/SunAmerica 

11.8 

15.7 

1.7 

319 

16.2 

16.8 

5.75 

1.46 

TCW/DW  Balanced  Fund/Dean  Witter 

* 

13.2 

0.9 

95 

16.4 

16.0 

none 

2.11 

TCW/DW  Income  &  Growth/Dean  Witter 

 * 

12.8 

5.3 

58 

NA 

NA 

none 

2.21 

B 

D 

20th  Century  Balanced  lnv/20th  Century 

11.0 

13.4 

2.7 

846 

22.3 

12.1 

none 

0.97 

B 

C 

United  Continental  Income-A/Waddell 

12.8 

15.7 

2.8 

500 

16.2 

16.4 

5.75 

0.92 

B 

C 

United  Retirement  Shares-A/Waddell 

13.2 

14.9 

3.1 

607 

15.6 

21.8 

5.75 

0.89 

D 

B 

USAA  Investment-Growth  &  Tax  StrategyVUSAA 

10.3 

15.4 

3.6 

162 

16.2 

14.2 

none 

0.82 

Value  Line  Asset  Allocation/Value  Line 

* 

36.3 

0.8 

63 

27.0 

0.8 

none 

1.39 

C 

A 

Value  Line  Convertible  Fund/Value  Line 

14.3 

21.7 

4.8 

70 

NA 

NA 

none 

1.08 

A 

D 

Vanguard  Asset  Allocation/Vanguard 

14.3 

19.7 

3.7 

2,181 

17.2 

28.7 

none 

0.49 

Vanguard  Balanced  Index/Vanguard 

17.0 

3.4 

669 

17.5 

18.5 

none1 

0.20 

C 

B 

Vanguard  Convertible  Securities/Vanguard 

13.0 

13.8 

4.4 

160 

28.2 

15.4 

none 

0.75 

Vanguard  LifeStrategy-Conserv  Growth/Vanguard 

— * 

13.0 

4.1 

356 

24.0 

15.4 

none 

0.33 

Vanguard  LifeStrategy-Growth/Vanguard 

— * 

19.5 

2.4 

453 

30.0 

6.1 

none 

0.33 

Vanguard  LifeStrategy-lncome/Vanguard 

— * 

9.9 

4.7 

139 

30.0 

6.1 

none 

0.33 

Vanguard  LifeStrategy-Mod  Growth/Vanguard 

— * 

16.4 

3.2 

521 

30.0 

6.1 

none 

0.33 

C 

B 

Vanguard  STAR  Fund/Vanguard 

13.0 

18.0 

3.8 

5,332 

17.1 

11.3 

none 

0.39 

Vanguard  Tax-Managed-Balanced/Vanguard 

14.3 

2.7 

53 

26.0 

10.0 

none 

0.20 

C 

B 

Vanguard/Wellesley  Income/Vanguard 

11.8 

10.6 

5.8 

6,908 

15.8 

14.2 

none 

0.35 

A 

D 

Vanguard/Wellington  Fund/Vanguard 

13.6 

18.3 

3.8 

14,152 

•  19.0 

19.1 

none 

0.33 

A 

C 

VanKamp  Amer  Equity  Income-A/Van  Kampen 

15.0 

19.1 

2.8 

973 

17.2 

22.2 

5.75 

0.95 

C 

C 

VanKamp  Amer  Harbor  Fund-A/Van  Kampen 

11.5 

16.0 

4.4 

462 

16.9 

34.6 

5.75 

1.00 

Victory-Balanced  Fund-A/Bisys 

15.9 

3.2 

245 

15.7 

24.5 

4.75 

1.24a 

Vista  Balanced  Fund/Vista 

* 

17.6 

2.6 

59 

14.8 

11.1 

4.50 

1.25a 

Zweig  Series-Managed  Assets-A/Zweig 

9.0 

5.4 

612 

22.8 

9.5 

5.50 

1.62 

Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the 
fu.id.  3:  Nei  of  absorption  of  expenses  by  fund  sponsor,  b.  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available,  formerly  MetLife-Street 
Mans  ^ed  Assets-A.  'Formerly  SteinRoe  Total  Return,  formerly  USAA  Investment-Balanced  'Annual  $10  maintenance  fee 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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FREE  INFORMATION 


THE  ADVERTISERS  APPEARING  IN  THIS  EDITION  OF  FORBES  WOULD  LIKE 
TO  SEND  YOU  MORE  INFORMATION  ABOUT  THEIR  PRODUCTS/SERVICES. 

Advertisers  are  listed  by  number.  Simply  circie  the  number(s)  on  the  attached  post-paid  card 
of  the  advertiser(s)  you're  interested  in.  If  the  card  is  missing,  circle  the  number(s)  on  this 
page  and  mail  it  to  FORBES  Reader  Service  Center,  650  South  Clark,  Chicaqo,  IL  60605-9912 
or  fax  it  to  312-922-3165. 


FOR  FREE  INFORMATION  ON  ADVERTISERS  LISTED 
BY  MAIL: 

Fill  out  the  attached  post-paid  card 
BY  PHONE: 
Call  1-800-463-6903 
BY  FAX: 

Fax  attached  card  or  form  to  312-922-3165 


ANNUAL  REPORTS 


1 .  ALLTEL  Corporation 

2.  Freeport-McMoRan  Inc. 

3.  Freeport-McMoRan  Copper  &  Cold 

4.  Rockwell 


BUSINESS  TO  BUSINESS 


5.  National  Business  Aircraft 
Association/General  Aviation 
Manufacturers  Association 


FINANCIAL  SERVICES 


6.  Bank  Julius  Baer 

7.  The  Benham  Croup,  part  of  the 
Twentieth  Century  Family  of  Mutual 
Funds.  Call  1-800-331-8331  for  more 
information,  Dept.  M6FCP 

8.  The  Berger  Funds 
1-800-333-1001,  Dept.  A247 

9.  Charles  Schwab  &  Company, 
Inc. /Mutual  Fund  OneSource 
1-800-5-NO-LOAD 

10.  Citibank  (Global  Finance) 

1 1 .  Dean  Witter  1  -800-THE-DEAN 

12.  Defined  Asset  Funds  sm  - 
Select  Ten  International  Series 
1-800-562-2926  Ext.  603 

1  3.  Founders  Growth  Fund 
1-800-265-4944  Ext.  704 


14  C.T.  Global  Mutual  Funds 
Call  1-800-824-1580 

15.  Jack  White  &  Company 

16.  Janus  Funds.  Call  1-800-525-8983 
ext.  414,  for  a  prospectus  with  more 
information,  including  expenses. 

1 7.  Lombard  is  the  deep-discount  brokerage 
available  via  phone  or  Internet.  Log 

on  at  http://www.lombard.com.  It's  free. 
Or  call  1-800-LOMBARD 

18.  The  Mainstay  Funds 

19.  The  Montgomery  Funds 
1-800-572-3863; 

http://www.xperts.montgomery.eom/1 

20.  Olympus  Notecorder 

21.  The  Principal  Financial  Group 

22.  Prudential  Securities 

23.  Robertson  Stephens 

&  Company  Mutual  Funds 

24.  T.  Rowe  Price  Family  of  Funds 
1-800-541-6151 

25.  T.  Rowe  Price  IRA  1-800-541-6147 

26.  T.  Rowe  Price  Retirement  Plan  Services 
1-410-581-5900 

27.  For  more  information  on  the  Templeton 
Latin  America  Fund,  please  call: 
1-800-342-FUND  Ext.  #T643 

28.  Twentieth  Century  Mutual  Funds 

29.  Put  UBS  on  your  team.  Call  Douglas 
Renfield-Miller,  UBS  Securities  at 
(212)  821-3345 

30.  Zurich-American  Insurance  Group 


COMPUTER/TECHNOLOGY 


31.  CompuServe  Information  Service  - 
1-800-487-4838* 

32.  Fujitsu  PC  Corp:  1  -888-4-ON-THE- 
GO;  www.fujitsu-pc.com 

33.  U.  S.  Robotics 


CONSUMER  PRODUCTS/SERVICES  

34.  Aurora.  By  Oldsmobile.  1-800-718-7778 

35.  Countrywide  Home  Loans 
1  -800-Easy-877 

36.  Institute  for  Policy  innovation 

37.  NIKKO  HOTELS  INTERNATIONAL  - 
NORTH  AMERICA 

38.  Ricoh  Corporation 

39.  The  Ritz-Carlton  Hotel  Company 

40.  SAAB  Cars  U.S.A. 


MUTUAL  FUNDS  PORTFOLIO 

MF1.  The  Delaware  Group 

MF2.  The  Kaufmann  Fund 

MF3.  The  Meyers  Sheppard  Pride  Fund 

MF4.  Navellier  &  Associates 

'Calls  only. 


Name 

Title  Company 
Address  


City/State/Zip 


Telephone 


Global  stock  funds 


Concerned  by  the  reccnl  volatility  of  U.S.  markets? 
Intrigued  by  the  higher  growth  prospects  of  economies 
outside  the  U.S.?  Global  funds  let  you  have  your  cake  and 
eat  it,  too:  They  invest  in  both  U.S.  and  foreign  equities. 
As  a  group,  global  funds'  performance  tends  to  fall  some- 
where between  that  of  U.S.  funds  and  that  of  foreign 


funds.  Exception:  funds  that  invest  in  precious  metals  or 
a  single  industry  worldwide.  Our  benchmark  for  measur- 
ing global  fund  performance:  a  50/50  blend  of  the  Stan- 
dard &  Poor's  500  index  and  Morgan  Stanley's  dollar- 
denominated  international  index.  To  be  graded,  funds 
must  date  back  to  Aug.  31,  1987. 


Performance 
UP  DOWN 
^markets— 

Fund/distributor 

 Annualized  total  return  

3/84         last  5-year 
to  12 
6/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

* 

Blended  domestic  and  foreign  stock  index 
Forbes  global  stock  fund  composite 

19.6% 
12.2% 

16.0% 
20.1% 

13.1% 
12.4% 

22.8 

$5.6 

$1.59 

AIM  Global  Utilities  Fund-A/AIM 

18.9% 

11.4% 

$242 

11.3 

$7.7 

5.50% 

$1.21 

AIM  Intl-Global  Aggressive  Growth-A/AIM 

 * 

32.0 

1,325 

28.0 

08 

4.75 

2.11 

AIM  Intl-Global  Growth-A/AIM 

 * 

24.9 

 * 

182 

27.0 

5.1 

4.75 

2.12a 

C  D 

Alliance  Global  Small  Cap-A/Alliance 

10.8% 

36.9 

12.4 

93 

20.9 

0.4 

4.25 

2.54a 

Benham  Global  GoldV20th  Century 

3.9 

8.0 

515 

42.0 

3.6 

none 

0.61 

Benham  Global  Natural  Res  lndex/20th  Century 

14.6 

51 

10.0 

21.3 

none 

0.76a 

Blairlogie  Intl  Active-lnst/Pimco  Advisors 

 * 

18.5 

 * 

76 

NA 

NA 

none 

1.10 

■C  bB 

Blanchard  Global  Growth/Signet 

 * 

17.9 

9.2 

72 

13.9 

15.0 

none 

2.54 

Blanc^rd  Precious  Metals/Signet 

 * 

24.5 

12.9 

107 

39.4 

1.2 

none 

2.36 

Brinson  G;r>bal  Fund/Fund/Plan 

16.4 

458 

15.8 

8.4 

none 

1.10 

Calvert  World  Valuer-Global  Equity-A/Calvert 

* 

13.0 

202 

NA 

NA 

4.75 

1.96 

Capital  World  Growth  &  Income/American  Funds 

19.2 

4,348 

15.8 

6.2 

5.75 

0.88 

Colonial  Glo  bal  Equity- A/Colonial 

16.3 

83 

18.0 

1.4 

5.75 

1.36a 

Dean  Witter  Global  Asset  Alloc/Dean  Witter 

19.7 

60 

31.0 

10.7 

5.00 

1.14a 

■Fund  rated  i  ofiriods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a.  Net  of  absorption  of  expenses  by 
fund  sponso;.  t       1ps  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available,  formerly  Benham  Gold  Equities  Index. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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Performance 

UP  DOWN 

Fund/distributor 

 Annualized  total  return  

Assets 

Weighted 

Median 

Maximum 

Annual 

\j  r            it  11 

— marlfptc — 

5m 

last 

5-year 

6/30/96 

average 

market 

sales  expenses 

to 

12 

($mil) 

P/E 

cap 

charge 

per 

6/96 

months 

($bil) 

$100 

Blended  domestic  ind  foreign  stock  index 

19.6% 

i  £  no/ 

1D.U  /o 

n  10/ 
1-3.1/0 

1 

1  / 

Forbes  global  stock  fund  composite 

12.2% 

20.1% 

12.4% 

22.8 

$5.6 

$1.59 

Dean  Witter  Global  Div  Growth/Dean  Witter 

17.2% 

 * 

$2,587 

21.5 

$6.2 

5.00b% 

$1.85 

Dean  Witter  Global  Utilities/Dean  Witter 

* 

13.3 

— * 

364 

8.0 

11.6 

5.00 

1.87 

Dean  Witter  Prec  Metals  &  Mins/Dean  Witter 

10.1 

6.2% 

65 

39.0 

1.2 

5.00b 

2.30 

c 

C 

Dean  Witter  World  Wide  Investment/Dean  Witter  10.8% 

12.8 

9.4 

531 

25.6 

2.4 

5.00b 

2.45 

■c 

■A 

Dreyfus  Global  Growth/Dreyfus 

15.6 

8.3 

105 

2.4 

2.8 

none 

1.46a 

Fidelity  Advisor  Global  Resources-A/Fidelity  Adv 

* 

30.6 

18.0 

546 

13.9 

6.4 

3.50 

1.69 

Fidelity  Global  Balanced/Fidelity 

* 

11.2 

— * 

94 

26.2 

3.2 

none 

1.42 

■D 

■A 

Fidelity  Select-American  Gold/Fidelity 

 * 

23.4 

13.4 

398 

42.3 

1.4 

3.00 

1.39 

Fidelity  Worldwide  Fund/Fidelity 

 * 

11.9 

14.1 

824 

20.4 

1.3 

none 

1.20 

C 

D 

First  Investors  Global  Fund-A/First  Inv 

1  1  fi 
1 1.0 

17.7 

9.5 

249 

23.1 

10.6 

6.25 

1  83 

Fortis  Global  Growth-A/Fortis 

* 

32.2 

— * 

112 

37.5 

3.8 

4.75 

1.73 

Founders  Worldwide  Growth/Founders 

20.2 

16.6 

343 

22.7 

3.2 

none 

1.65 

Franklin  Global  Health  Care/Franklin 

* 

66.2 

— * 

136 

17.5 

1-9 

4.50 

0.73 

Fremont  Global  Fund/Fremont 

16.3 

— * 

544 

3.4 

4.5 

none 

0.86 

Gabelli  Global  Telecommunications/Gabelli 

 * 

20.1 

— * 

126 

22.5 

10.3 

none 

1.75 

Global  Utility  Fund-A/Prudential 

* 

15.6 

13.3 

318 

14.0 

21.0 

5.00 

1.31 

GT  Global  Growth  &  Income-A/GT  Global 

* 

14.2 

11.0 

634 

16.3 

9.0 

4.75 

1.70 

GT  Global  Health  Care-A/GT  Global 

 * 

37.7 

11.6 

548 

18.4 

10.6 

4.75 

1.85 

GT  Global  Infrastructure-A/GT  Global 

 * 

18.4 

— * 

93 

21.3 

7.7 

4.75 

2.36 

GT  Global  Natural  Resources-A/GT  Global 

 * 

35.4 

 * 

69 

7.5 

5.0 

4.75 

2.37 

GT  Global  Telecommunications-A/GT  Global 

* 

19.6 

— * 

2,699 

27.1 

10.7 

4.75 

1.77 

■B 

■C 

GT  Global  Worldwide  Growth-AVGT  Global 

14.2 

9.0 

193 

25.8 

5.3 

4.75 

1.87 

■B 

■D 

Hancock  Global  Fund-A/Hancock 

 * 

14.3 

10.9 

127 

26.3 

7.9 

5.00 

1.89 

Hancock  Global  Rx-A/Hancock 

 * 

43.0 

80 

33.0 

2.9 

5.00 

2.14 

IDEX  II  Global-A/lnterSecurities 

 * 

32.6 

— * 

121 

23.8 

13.3 

5.50 

2.28 

IDS  Global  Growth-A/Amer  Express 

16.4 

10.7 

987 

20.2 

1.9 

5.00 

1.40 

Invesco  Specialty— Worldwide  Commun/lnvesco 

21.7 

— * 

55 

23.0 

2.8 

none 

1.95 

D 

■D 

Invesco  Strategic— Gold/lnvesco 

 * 

44.8 

11.6 

244 

34.8 

0.5 

none 

1.32 

Janus  Worldwide  Fund/Janus 

 * 

34.7 

21.1 

3,503 

21.6 

17.5 

none 

0.99 

Keystone  Fund  of  the  Americas-A/Keystone 

_* 

15.0 

107 

14.3 

3.9 

5.75 

1.86 

Keystone  Global  Opportunities-A/Keystone 

 * 

19.2 

21.2 

804 

30.4 

0.8 

5.75 

1.74 

D 

B 

Lexington  Goldfund/Lexington 

5.3 

20.1 

7.7 

136 

38.5 

1.2 

none 

1.70 

■D 

■A 

Lexington  Strategic  Silver/Lexington 

 * 

12.0 

4.2 

74 

10.2 

1.2 

5.75 

1.72 

Lord  Abbett  Global-Equity/Lord  Abbett 

 * 

16.1 

9.9 

95 

22.3 

6.3 

5.75 

1.63 

Merrill  Lynch  Global  Allocation-D/Merrill 

 * 

19.2 

14.5 

11,202 

18.7 

5.6 

5.25 

1.16 

Merrill  Lynch  Global  Convertible-D/Merrill 

8.4 

9.7 

70 

22.9 

15.5 

5.25 

1.90 

C 

■C 

Merrill  Lynch  Global  Holdings-D/Mernll 

 * 

16.9 

11.9 

434 

27.7 

9.2 

5.25 

1.76 

Merrill  Lynch  Global  SmallCap-D/Merrill 

 * 

23.5 

183 

24.0 

0.5 

5.25 

1.77 

Merrill  Lynch  Global  Utility-D/Memll 

 * 

17.9 

12.9 

414 

10.6 

7.0 

4.00 

1.15 

C 

C 

Merrill  Lynch  Healthcare-D/Mernll 

10.5 

32.6 

12.1 

385 

14.7 

10.6 

5.25 

1.75 

A 

C 

Merrill  Lynch  Technology-D/Merrill 

13.3 

-4.4 

19.1 

809 

20.3 

2.5 

5.25 

1.56 

MFS  World  Asset  Allocation-A/MFS 

 * 

20.4 

235 

6.5 

4.6 

4.75 

1.50a 

■C 

■B 

MFS  World  Equity-A/MFS 

22.3 

12.4 

271 

NA 

NA 

5.75 

1.61a 

■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors,  a.  Net  of 
absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available  Formerly  GT  Worldwide  Growth 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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4  mm  zmxmm 

JEY  


Performance  - 
UP  DOWN 
—markets— 

Fund/tot||c<  " 

i — -Annualized  total  return  

3/84         last  5-year 

to  12 
6/96  months 

Assets 
6/30/96 
($mil) 

Weighted 
average 
P/E 

Median 
market 
cap 
($bil) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

■ 

— 

Blended  domestic  and  foreign  stock  index 

19.6% 

16.0% 

13.1% 

Forbes  global  stock  fund  composite 

12.2% 

20.1% 

12.4% 

22.8 

$5.6 

$1.59 

MFS  World  Growth-A/MFS 

 * 

25.1% 

 * 

$487 

32.5 

$3.6 

5.75% 

$1.63a 

MFS  World  Total  Return-A/MFS 

 * 

15.6 

13.3% 

205 

9.5 

13.1 

4.75 

1.77 

■A 

■B 

Midas  Fund/Bull  &  Bear 

 * 

26.7 

21.4 

176 

44.0 

2.3 

none 

2.26a 

Montgomery  Global  Commun-R/Montgomery 

 * 

17.1 

* 

207 

27.4 

9.9 

none 

1.90a 

Morgan  Stanley  Global  Eq  Alloc-A/Morgan  Stanley 

 * 

24.7 

— * 

142 

24.9 

11.8 

4.75 

1.70 

B 

A 

New  Perspective  Fund/American  Funds 

14.9% 

13.5 

14.8 

11,123 

21.1 

11.1 

5.75 

0.83 

N-A  Worldwide  Growth-A/Nicholas-Applegate 

 * 

21.1 

 * 

100 

23.6 

1.6 

5.25 

1.85a 

North  American  Global  Growth-A/Wood  Logan 

 * 

13.9 

9.7 

133 

24.5 

5.2 

4.75 

1.75a 

Oppenheimer  Global  Emerg  Grow-A/Oppenheimer 

 * 

25.4 

3.0 

174 

NA 

NA 

5.75 

2.08 

C 

B 

Oppenheimer  Global  Fund-A/Oppenheimer 

14.5 

16.8 

12.9 

2,986 

24.3 

7.0 

5.75 

1.20 

Oppenheimer  Global  Grow  &  Inc-A/Oppenheimer 

 * 

15.5 

11.8 

158 

10.8 

12.2 

5.75 

1.61 

D 

C 

Oppenheimer  Gold  &  Spec  Mins-A/Oppenheimer 

7.3 

5.4 

7.4 

168 

35.6 

1.2 

5.75 

1.41 

Oppenheimer  Quest  Global  Value-A'/Oppenheimer  — * 

17.1 

14.2 

222 

23.8 

8.4 

5.75 

1.83 

C 

■C 

PaineWebber  Global  Equity-AVPameWebber 

* 

12.1 

5.0 

516 

23.5 

2.1 

4.50 

1.35 

Phoenix  Worldwide  Opportunities-A/Phoenix 

 * 

21.4 

14.1 

152 

29.0 

3.5 

4.75 

1.65 

Premier  Global  Investing-A/Dreyfus 

 * 

16.0 

 * 

149 

28.5 

5.5 

4.50 

1.31 

Premier  Growth  Fund-A/Dreyfus 

 * 

21.0 

— * 

96 

18.2 

27.7 

4.50 

1.22a 

Prudential  Global  Genesis-A/Prudential 

 * 

12.2 

14.0 

201 

24.4 

0.7 

5.00 

1.42a 

Prudential  Global  Nat  Resources-A/Prudential 

 * 

27.9 

13.7 

142 

36.0 

1.1 

5.00 

1.73 

C 

■D 

Prudential  World  Fund-Global-A/Prudential 

 * 

15.2 

13.0 

536 

25.6 

4.8 

5.00 

1.51 

B 

C 

Putnam  Globai  Growth-A/Putnam 

15.2 

20.5 

12.2 

3,382 

26.4 

5.1 

5.75 

1.28 

Robertson  Stephens  Contrarian/Robertson 

 * 

26.9 

 * 

883 

3.1 

0.3 

none 

2.44 

Scudder  Global  DiscoveryVScudder 

 * 

27.7 

— * 

322 

29.4 

0.7 

none 

1.65 

■A 

■C 

Scudder  Global  Fund/Scudder 

 * 

16.7 

13.3 

1,367 

24.1 

9.3 

none 

1.36 

Scudder  Gold  Fund/Scudder 

37.0 

14.0 

175 

37.3 

1.0 

none 

1.59 

Seligman  Henderson  Glob  Small  Cos-A/Seligman  — * 

35.1 

 * 

567 

27.2 

0.4 

4.75 

1.74 

Seligman  Henderson  Global  Tech-A/Seligman 

6.2 

 * 

740 

27.7 

1.5 

4.75 

1.79 

Smallcap  World  Fund/American  Funds 

 * 

26.9 

16.8 

6,347 

23.3 

0.6 

5.75 

1.13 

SoGen  Gold  Fund/SoGen 

 * 

4.2 

* 

60 

30.6 

2.3 

3.75 

1.43 

C 

A 

SoGen  International  Fund/SoGen 

14.6 

16.1 

14.0 

3,031 

23.0 

1.0 

3.75 

1.25 

Templeton  Capital  Accumulator/Templeton 

17.7 

16.2 

103 

16.6 

5.7 

** 

1.00a 

Templeton  Global  Opportunities-I/Templeton 

13.9 

15.4 

582 

16.9 

2.9 

5.75 

1.52 

Templeton  Global  Real  Estate-I/Templeton 

8!2 

9.5 

128 

0.9 

0.2 

5.75 

1.55 

B 

D 

Templeton  Global  Smaller  Cos-I/Templeton 

12.8 

18.4 

13.6 

1,576 

16.3 

0.6 

5.75 

1.25 

A 

B 

Templeton  Growth  Fund-I/Templeton 

14.8 

16.0 

15.5 

8,635 

15.5 

6.7 

5.75 

1.05 

B 

C 

Templeton  World  Fund-I/Templeton 

14.0 

17.1 

15.7 

6,597 

15.2 

6.9 

5.75 

1.01 

Tweedy,  Browne  Global  Value/Tweedy 

24.5 

1,060 

20.2 

1.3 

none 

1.60 

■C 

■D 

United  Services-World  Gold/United 

 * 

34.3 

16.2 

251 

42.1 

0.7 

none4 

1.59 

■B 

■C 

USAA  Investment-Cornerstone  Strat/USAA 

* 

17.2 

12.5 

1,045 

10.8 

4.9 

none 

1.17 

USAA  Investment-World  Growth/USAA 

20.1 

262 

23.1 

7.0 

none 

1.29 

■D 

■C 

Van  Eck  Gold/Resources- A/Van  Eck 

 * 

12.4 

9.7 

153 

37.8 

1.4 

5.75 

1.81 

D 

■B 

Vanguard  Special-Gold  &  Prec/Vanguard 

 * 

9.6 

8.0 

582 

34.5 

1.2 

none§ 

0.60 

VanKamp  Amer  Global  Equity-A/Van  Kampen 

20.4 

213 

27.2 

4.4 

5.75 

2.22 

nFund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  §Distnbutor  may  impose  redemption 
fee  whose  proceeds  revert  to  the  fund,  z-  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not 
available.  "Avaiisbic  only  through  monthly  contractual  plan.  'Formerly  Quest  for  Value  Global  Equity-A.  Reflects  performance  of  PaineWebber  Atlas  Global  Growth  prior  to 
8/95  merger  Formerly  Scudder  Global  Small  Company.  '$10  account  closing  fee. 
Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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The  name  of  your  next  office  copier 

on  your  desk. 


The  world's  best  selling  laptop  carries 
our  name.  So  do  satellites,  TVs,  ATM 
machines,  and  many  other  products.  And 
with  that  name  come  the  technology  and 
resources  that  earned  us  our  reputation. 
It's  this  expertise  that  makes  our  full  line 
of  copiers  and  fax  machines  the  most 
dependable  office  products  anywhere. 

And  the  Toshiba  Quality  Commitment 


i 


- 


In  Touch  with  Tomorrow 

TOSHIBA 

COPIURS  ♦  FAX 


Guarantee  assures  your  complete  satisfaction. 
It  means  any  copier  or  fax  covered  by  our 
guarantee  will  meet  factory  specifications,  or 
we'll  replace  it.  Period. 

To  find  out  more  about  Toshiba  copiers 
and  fax  machines,  call  1-800-G0-T0SHIBA. 
And  put  our  name  to  work. 

Visit  us  online  at  http://copier.toshiba.com 
or  http://fax.toshiba.com. 


mm  suruey 


Foreign  stock  funds 


Foreign  stocks  '  iven't  do.;  well  recently.  Morgan  Stan- 
ley Capital  [n  lational  Europe,  Australasia  and  Far  East 
index  has  a  five-year  compound  annual  total  return  (in 
dollars)  of  10%,  to  15.7%  for  the  U.S.  market.  Over  long 
stretches,  ever,  foreign  stocks  have  displayed  an  abil- 
ity to  dampen  the  volatility  of  a  U.S.  portfolio.  Given  the 


hazards  (such  as  exchange  losses  and  political  instability), 
it  makes  sense  to  buy  overseas  via  a  fund,  in  order  to  gain 
diversification.  We  measure  most  foreign  funds  against  the 
up  and  down  market  cycles  of  the  eafe  index.  Emerging 
market  funds  are  measured  against  Morgan's  Emerging 
Markets  index. 


10/31/92  to 
6/30/96 


Performance       Fund/distributor   Annualized  total  return   Assets  Weighted  Median  Maximum  Annual 

UP    DOWN                                                        3/84           last        5-year  6/30/96  average  market  sales  expenses 

—markets—                                                          to             12  ($mil)  P/E  cap  charge  per 

6/96         months  ($bil)  $100 


Morgan  Stanley  Capital  Intl  EAFE  index 

15.0% 

13.3% 

10.0% 

Forbes  foreign  stock  fund  composite 

8.6% 

16.2% 

10.8% 

25.2 

$5.0 

$1.55 

Acorn  International  Fund/Acorn 

24.6% 

$1,625 

22.8 

$0.7 

none 

$1.20 

AIM  Intl-Equity-A/AIM 

21.8 

 * 

1,285 

27.2 

3.9 

5.50% 

1.67a 

A 

C 

Alliance  International  Fund-A/Alliance 

12.8% 

15.8 

9.9% 

295 

31.9 

9.5 

4.25 

1.86 

Alliance  New  Europe-A/Alliance 

* 

16.4 

15.3 

130 

18.4 

6.9 

4.25 

2.02 

Alliance  Worldwide  Privatization/Alliance 

19.2 

758 

19.0 

4.1 

4.25 

1.78 

Babson-Stewart  Ivory  Intl/Jones  &  Babson 

18.7 

12.6 

80 

28.1 

2.3 

none 

1.30 

Bartlett  Value  International/Legg  Mason 

14.2 

11.8 

n~ 

17.3 

4.0 

none 

1.84 

Bernstein  International  Value/Bernstein 

23.0 

 * 

2,923 

24.8 

3.7 

none 

1.35 

Wm  Blair-lnternational  Growth/Wm  Blair 

* 

17.7 

 * 

101 

25.2 

1.9 

none 

1.48 

Blairlogie  Emerging  Markets-lnst/Pimco  Advisors  — * 

7.7 

 * 

81 

29.2 

2.8 

none 

1.35 

Brinson  Non-US  Equity/Fund/Plan 

23.6 

 * 

212 

26.8 

10.8 

none 

1.00a 

Colonial  Intl  Fund  for  Growth-A/Colonial 

16.4 

 * 

111 

28.0 

6.4 

5.75 

1.74 

■B 

B 

Colonial  Newport  Tiger-A/Colonial 

10.2 

19.1 

918 

NA 

NA 

5.75 

1.78 

Columbia  International  Stock/Columbia 

25.1 

125 

33.3 

8.3 

none 

1.50 

Dean  Witter  European  Growth/Dean  Witter 

21.6 

17.7 

1,089 

18.4 

3.7 

5.00b 

2.15 

Dean  Witter  Inti  SmallCap/Dean  Witter 

20.8 

* 

147 

30.0 

0.6 

5.00 

2.78 

Dean  Witter  Pacific  Growth/Dean  Witter 

7.3 

13.4 

1,777 

23.9 

4.0 

5.00b 

2.45 

Delaware  Group  Intl  r.quity-A/Oeiaware 

17.6 

85 

18.5 

6.2 

4.75 

1.85a 

Dreyfus  International  Equity/Dreyfus 

13.8 

103 

28.7 

4.7 

none 

1.92 

■Fund  rated  <  two  periods  only-  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period  §Distributor  may  impose 
redemption  lee  ■■■  st  proceed:,  revert  to  the  fund,  a-  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor. 

NA:  Not  appiicahis  or  not  availaDle. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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Performance 
hp  nnu/M 

Fund/distributor 

— -Annualized  total  return- — *: 

Assets 

Weighted 

Median 

Maximum 

Annual 

Ur  UUVVIN 
 markptc.  

3/84 

last 

5-year 

6/30/96 

average 

market 

sales 

expenses 

lllal  r\Clj  

to 

12 

($mil) 

.  P/E 

cap 

charge 

per 

6/96 

months 

($bil) 

$100 

Morgan  Stanley  Capital  Intl  EAFE  index 

15.0% 

13.3% 

10.0% 

m 

r  / 

rurues  roreign  siocK  Tuna  composite 

8.6% 

16.2% 

10.8% 

25.2 

$5.0 

$1.55 

EV  Traditional  Greater  China  Grow/Eaton  Vance 

 * 

6.9% 

— * 

$544 

20.8 

$6.4 

4.75% 

$2.16 

/* 
L. 

m  A 

■A 

EuroPacific  Growth  Fund/American  Funds 

 * 

16  9 

14.1% 

13,637 

21.4 

6.7 

5.75 

0.95 

Excelsior-Emerging  Americas/Edgewood 

15.7 

— * 

50 

20.5 

2.6 

4.50 

1.48a 

Excelsior— Intprnatinna  I1 /FHoow/nnH 

mwgwvi    1 1  I  ici  I  la  1 IUI  la  i  /LUcCWUUU 

 * 

11.0 

7.5 

115 

25.4 

8.2 

4.50 

1.40a 

Excelsior-Pacific/Asia/Edgewood 

 * 

id  d 

86 

99  8 

9  9 
L.L 

4.DU 

l.43a 

Excelsior-Pan  European/Edgewood 

 * 

14  4 

 * 

CO 

9(1  Q 

1  1  K 

11. D 

■D 

■C 

Federated  Intl  Equity-A/Federated 

 * 

10.9 

8.1 

219 

26.7 

7.0 

5.50 

1.64a 

Fidelity  Advisor  Overseas-A/Fidelity  Adv 

 * 

11.8 

12.8 

1,004 

27.8 

6.2 

3.50 

1.71 

Fidelity  Canada  Fund/Fidelity 

 * 

13.3 

5.6 

126 

21.6 

2.0 

3.00 

1.05 

Fidelity  Diversified  Intl/Firlplitv 

■  ty**rttij    i/iivijipivU  Hill/  1  lUCIILy 

 * 

99  R 

 * 

546 

Id./ 

/.I 

none 

1.29 

Fidelity  Emerging  Markets/Fidelity 

14.1 

12.8 

1,459 

lln 

9  nn 

J.UU 

1  1A 
1.04 

Fidelity  Europe  Capital  Appreciation/Fidelity 

 * 

13.6 

 * 

1K9 

1Q  3 

9  ^ 

9  nn 

o.UU 

1  99 
1.31 

■B 

■B 

Fidelity  Europe  Fund/Fidelity 

* 

20.8 

14.4 

582 

17.8 

3.0 

3.00 

1.26 

■D 

■A 

Fidelity  Intl  Growth  &  Income/Fidelity 

* 

13.9 

9.7 

1,025 

28.9 

9.3 

none 

1.17 

Fidelity  International  Value/Fidelity 

 * 

19.3 

* 

285 

31.0 

10.8 

none 

1.35 

Fiffplitv  lanan  Fnnrl/Firiplitv 
■  iuciiij  japan  i  unu/i  lucniy 

 * 

1/1  A 

 * 

397 

9Q  0 

1  O 

1.0 

o  nn 
J.UU 

1  nn 

1.09 

Fidelity  Latin  America/Fidelity 

 * 

29.6 

* 

694 

17.0 

J.J 

9  nn 

J.UU 

1.3  f 

■C 

■D 

Fidelity  Overseas  Fund/Fidelity 

* 

12.8 

in  3 
i'j  j 

97  1 

LI  .1 

fi  9 

none 

1  19 

D 

D 

Fidelity  Pacific  Basin/Fidelity 

4.6% 

8.2 

8.0 

699 

35.2 

2.2 

3.00 

1.23 

C 

C 

Fidelity  Select-Prec  Metals  &  Mins/Fidelity 

3.7 

14.9 

11.3 

329 

33.8 

1.1 

3.00 

1.52 

Fidelity  Southeast  Asia/Fidelity 

 * 

11.2 

— * 

900 

24.4 

6.2 

3.00 

1.14 

Wall  Strppt-Fnrnnpan/SQ  Wall 
•J  j  viaii  olicci  uuiupcaii/ J  j  wan 

 * 

1  <;  q 
i  o.y 

13.5 

139 

1  7  Q 

A  9 

none 

1  A  9 
1.40 

59  Wall  Street-Pacific  Basin/59  Wall 

 * 

15.7 

10.2 

158 

28.6 

7.9 

none 

1.43 

Founders  Passport  Fund/Founders 

 * 

29.1 

 * 

104 

28.0 

0.9 

none 

1.84 

Fountain  Square  Intl  Equity-A/Federated 

— * 

20.9 

— 

124 

32.0 

13.3 

none 

1.65a 

D 

C 

Franklin  Gold  Fund-I/Franklin 

4.8 

6.8 

6.5 

380 

40? 

3.9 

4.50 

0.95 

Franklin  International  Equity/Franklin 

* 

15.8 

— 

65 

12.6 

3.1 

4.50 

1.69 

■A 

■A 

HAM  Intprnatinnal  FnnH-A/fiAM 

VXHIVI   1 1 1 ICI  1  Id  UUI  Id  1   rUIIU  H/unlvl 

 * 

n  q 

U.J 

18.4 

830 

91  1 

£1.1 

9  A 
j. 4 

^  nn 

O.UU 

1  ^7 
1.3/ 

A 

B 

GAM  Pacific  Basin-A/GAM 

15.2 

14.0 

13.6 

79 

29.3 

5.7 

5.00 

1.98 

Goldman  Sachs  Asia  Growth-A/Goldman 

11.4 

L  JU 

24.0 

4.4 

5.50 

1.66a 

Goldman  Sachs  Intl  Equity-A/Goldman 

— 

27.5 

— 

405 

25.5 

2.0 

5.50 

1.68a 

Govett  Emerging  Markets-A/Van  Kampen 

* 

8.7 

— 

85 

23.8 

3.9 

4.95 

2.50a 

GT  Global  Emerging  Markets-A/GT  Global 

3.4 

— * 

512 

31.2 

3.3 

4.75 

2.12 

■C 

■D 

 * 

?n  7 

£U.  / 

6.8 

588 

iq  n 

1  J.U 

"i  i 

A  7R 

4.  /  J 

1  89 

£.00 

■C 

■C 

GT  Global  International  Growth-A/GT  Global 

 * 

16.9 

5.5 

324 

29.5 

3.9 

4.75 

1.70 

■A 

mC 

■r 

GT  Global  Japan  Growth-A/GT  Global 

__* 

17.4 

141 

34.3 

3.4 

4.75 

1.99 

c 

c 

GT  Global  New  Pacific  Growth-A/GT  Global 

11.7 

10.1 

6.2 

564 

22.9 

6.5 

4.75 

1.89 

GT  Latin  America  Growth-A/GT  Global 

— 

10.9 

— 

351 

19.1 

1.7 

4.75 

2.11 

Guardian  Baillie  Gifford  Intl/Guardian 

— 

20.8 

— 

55 

25.0 

9.2 

4.50 

1.74 

c 

c 

Hancock  Pacific  Basin  Equities-A/Hancock 

9.7 

10.9 

11.8 

80 

28.1 

6.2 

5.00 

2.12 

Harbor  International  Fund/HCA 

 * 

21.4 

15.9 

3,963 

18.6 

9.3 

t 

1.00a 

naruor  international  urowin/ni,R 

 * 

9Q  7 

L  J.  / 

— 

353 

1 K  9 

3.0 

nonG 

i  l  s 
i .  i  j 

Hotchkis  &  Wiley-lnternational/Hotchkis 

18.6 

16.1 

331 

15.0 

4.8 

none 

1.00a 

■c 

■c 

IAI  International  Fund/IAI 

12.3 

11.1 

140 

23.7 

7.3 

none 

1.63 

■c 

■c 

IDS  International  Fund-A/Amer  Express 

 * 

19.5 

10.1 

1,362 

28.3 

7.0 

5.00 

1.44 

■A 

■D 

IDS  Precious  Metals-A/Amer  Express 

 * 

56.0 

19.6 

108 

39.7 

1.2 

5.00 

1.65 

■B 

■B 

Invesco  Intl-European/lnvesco 

 * 

23  8 

11.8 

256 

19.0 

8.2 

none 

1.40 

Invesco  Intl-lnternational  Growth/lnvesco 

 * 

16.0 

6.6 

96 

26.0 

8.6 

none 

1.81 

C 

D 

Invesco  Intl— Pacific  Basin/lnvesco 

6.9 

13.6 

7.0 

190 

40.1 

5.7 

none 

1.52 

Invesco  Specialty-European  Small  Co/lnvesco 

45.7 

 * 

145 

22.0 

0.4 

none 

2.00a 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors. 
§Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts 
to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  UST  Master-International. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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FUND  SURVEY  


Performance 

Fund/distftbsfef " 

 Annualized  total  return— — r 

Assets 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN  i 

3/84 

last 

5-year 

6/30/96 

average 

market 

sales 

expenses 

— markets — 

to 

12 

($mil) 

P/E 

cap 

charge 

per 

6/96 

months 

yi:,  '■ 

($bil) 

$100 

m 

'/iorgan  Stanley  Capital  Intl  EAFE  index 

i  r  no/ 
10.U  /o 

13.  J  la 

i  n  no/ 

1U.U  la 

M 

Fnrhpc  fnrpicn  ctrtrk  fund  rnmnnsitp 

8.6% 

16.2% 

10.8% 

25.2 

$5.0 

$1.55 

■A 

■B 

Ivy  International  Fund-A/Mackenzie 

_* 

19.6% 

15.7% 

$903 

20.3 

$9.4 

5.75% 

$1.52 

Janus  Overseas  Fund/Janus 

_* 

35.5 

454 

20.5 

10.3 

none 

1.34 

c 

c 

Japan  Fund/Scudder 

9.8% 

16.2 

0.3 

512 

43.0 

4.2 

none 

1.21 

B 

B 

Kemper  International  Fund-A/Kemper 

12.9 

21.4 

9.9 

450 

NA 

NA 

5.75 

1.64 

0 

C 

Keystone  International  Fund/Keystone 

10.2 

17.0 

10.8 

155 

23.7 

9.5 

4.00b 

2.47 

D 

C 

Keystone  Precious  Metals/Keystone 

4.1 

13.7 

10.5 

183 

38.2 

0.8 

4.00b 

2.28 

Lazard  Funds-Emerging  Markets/Lazard  Freres 

 * 

22.2 

 * 

88 

20.0 

0.9 

none 

1.30 

Lazard  Funds-lntl  Equity/Lazard  Freres 

 * 

18.1 

 * 

1,575 

20.5 

5.4 

none 

0.95 

Lazard  Funds-lntl  Small  Cap/Lazard  Freres 

11.3 

 * 

116 

14.9 

0.4 

none 

1.13 

Legg  Mason  Global-lntl  Eq-P  /Legg  Mason 

15.9 

 * 

132 

24.0 

3.5 

none 

2.25a 

A 

D 

Lexington  Strategic  Investments/Lexington 

-6.7 

13.0 

2.9 

58 

29.6 

3.0 

5.75 

1.72 

B 

C 

Lexington  Worldwide  Emerging  Mkts/Lexington  10.5 

9.7 

10.5 

331 

19.5 

1.5 

none 

1.88 

Loomis  Sayles  Intl  Equity/Loomis 

 * 

6.5 

10.7 

86 

15.7 

1.4 

none 

1.45 

MainStay-lnternational  Equity-A/NYLife 

 * 

18.9 

61 

34.0 

13.6 

5.50 

2.18 

Marshall  International  Stock/Federated 

 * 

13.7 

_* 

139 

18.0 

8.5 

none 

1.38 

MAS-lnternational  Equity-lnst/MAS 

 * 

13.1 

9.1 

679 

26.7 

10.2 

none 

0.71 

■C 

C 

Merrill  Lynch  Devel  Cap  Markets-D/Merrill 

 * 

14.6 

12.2 

750 

21.0 

0.9 

5.25 

1.87 

Merrill  Lynch  Dragon-D/Merrill 

 * 

8.7 

— * 

1,837 

19.9 

2.5 

5.25 

1.63 

Merrill  Lynch  Emerging  Tigers-D/Merrill 

 * 

4.4 

 * 

254 

NA 

NA 

5.25 

1.64 

■B 

■A 

Merrill  Lynch  EuroFund-D/Merrill 

 * 

15.4 

13.3 

1,062 

20.5 

8.7 

5.25 

1.35 

Merrill  Lynch  International  Equity-D/Merrill 

 * 

18.0 

1,278 

24.5 

7.2 

5.25 

1.34 

Merrill  Lynch  Latin  America-D/Merrill 

 * 

18.0 

 * 

748 

22.0 

2.1 

5.25 

1.91 

C 

A 

Merrill  Lynch  Pacific-D/Merrill 

11.3 

21.6 

9.4 

2,385 

36.0 

6.3 

5.25 

1.18 

Montgomery  Emerging  Markets-R/Montgomery 

 * 

7.7 

* 

994 

23.0 

2.7 

none 

1.76 

iviorgan  oiamey  /Asian  urowin-H/iviorgan  oianiey 

4.4 

 * 

469 

23.2 

7.0 

4.75 

1.90 

Nations— Intl  Equity-Investor  A/Nations 

18.8 

_* 

50 

NA 

NA 

none 

1.42a 

N&B  International  Fund/Neuberger 

 * 

19.7 

 * 

53 

25.0 

4.6 

none 

1.70a 

New  England  Intl  Equity-A/New  England 

11.6 

— * 

185 

33.6 

9.4 

5.75 

1.75 

Northern  Funds-lntl  Growth  Equity/Sunstone 

 * 

9.8 

— * 

192 

33.5 

7.9 

none 

1.25a 

Northern  Funds-lntl  Select  Equity/Sunstone 

9.1 

— * 

113 

25.0 

3.3 

none 

1.25a 

Oakmark  International  Fund/Harris 

24.6 

1,224 

17.5 

1.2 

none 

1.36 

Old  Westbury-lntemational  Fund/Bessemer 

13.6 

 * 

140 

16.3 

4.3 

4.50 

1.50a 

Phoenix  Multi-International-A/Phoenix 

19.5 

8.8 

152 

41.8 

6.0 

4.75 

1.70 

Pierpont  Emerging  Markets  Equity/JP  Morgan 

7.9 

* 

63 

20.0 

1.9 

none 

1.68 

Pierpont  International  Equity/JP  Morgan 

 * 

16.8 

* 

207 

32.6 

7.9 

none 

1.10 

■D 

■B 

Pimco  Advisors-lnternational-A/Pimco 

 * 

15.1 

9.4 

243 

27.5 

6.4 

5.50 

2.20 

Pioneer  Emerging  Markets-A/Pioneer 

27.6 

 * 

71 

23.0 

2.4 

5.75 

2.27a 

Pioneer  Europe  Fund-A/Pioneer 

17.4 

14.1 

107 

20.8 

2.4 

5.75 

1.93a 

Pioneer  International  Growth-A/Pioneer 

 * 

18.9 

441 

28.3 

8.0 

5.75 

2.00 

Piper  Global-Pacific-Euro  Growth/Piper 

13.6 

10.4 

190 

33.1 

8.7 

4.00' 

1.55a 

Preferred  International  Fund/Caterpillar 

 * 

13.7 

 * 

157 

17.2 

3.3 

noriG 

1.30 

T  Rowe  Price  Emerging  Mkts  Stock/Price 

 * 

10.1 

 * 

81 

20.0 

2.6 

2.00 

1.75a 

T  Rowe  Price  European  Stock/Price 

* 

22.3 

14.0 

644 

20.2 

7.8 

none 

1.20 

T  Rowe  Price  International  Discovery/Price 

 * 

17.2 

6.9 

347 

23.6 

0.5 

none§ 

1.46 

B 

B 

T  Rowe  Price  International  Stock/Price 

15.0 

18.1 

12.6 

8,309 

25.7 

7.4 

none 

0.91 

T  Rowe  Price  Japan/Price 

12.9 

 * 

214 

38.4 

4.7 

none 

1.38 

T  Rowe  Price  Latin  America/Price 

23.6 

 * 

215 

15.0 

11.3 

none§ 

1.82 

■C 

■C 

T  Rowe  Price  New  Asia/Price 

8.1 

13.1 

2,251 

24.2 

2.0 

none 

1.15 

Princor  World  Fund-A/PrincGr 

 * 

17.9 

13.6 

170 

16.2 

1.4 

4.75 

1.53 

Prudential  Europe  Growth-A/Prudential 

13.1 

172 

23.0 

4.8 

5.00 

1.53 

■Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  '  Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors. 
§Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts 
to  distributor.  NA:  Not  applicable  or  not  available.  'Sales  charge  waived  through  9/30/96. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
Rules,  page  148.  Distributor  table,  page  233. 
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Think 

International 

Think 

Performance 

Think 

Twentieth  Century 


Twentieth  Century's  International  Funds  Beat  The  Benchmarks. 


Now  that  two-thirds  of  the  world's 
investment  opportunities*  are  outside  the 
U.S.,  consider  how  Twentieth  Century's 
approach  to  domestic  equities  is  being 


T\vo  Good  Ways  To  Think  International 


AVERAGE  ANNUAL  TOTAL  RETURNS** 

As  of  June  30, 1996 


applied  overseas.  The  numbers  speak  for 
themselves.  Our  Internat  ional  Emerging 
Growth  Fund  focuses  on  small,  fast  grow- 
ing companies  in  developed  markets  and 
fast  growing 


Twentieth  Century  International 
Emerging  Growth  Fund 

Average  In  ternational 
Small  Company  Fund f 

Twentieth  Century  International 
Equity  Fund 

EAFE  ( Europe,  Australia, 

Far  East)  Index" 
Average  International 

Fund' 


1  Year 

31.4% 

20.0% 

17.3% 

13.3% 
15.5% 


5  Year     Life  of  Fund 

—  18.0% 

(4/1/94) 

—  5.5% 

(3/31/94-6/30/96) 


14.0% 

10.0% 
11.0% 


13.1% 

(5/9/91) 

8.3% 

(4/30/91-6/30/96) 

9.7% 

(5/9/91-6/30/96) 


companies 
in  emerging 
markets  with- 
out regard  to 
market  capital- 
ization. Our 
International 
Equity  Fund 
focuses  primarily 
on  fast  growing 
companies  in 
developed 
markets.  Please 
keep  in  mind: 


international  investing  involves  signifi- 
cantly more  risk  than  domestic  investing 
such  as  the  risk  of  political  instability. 
But  also  keep  in  mind:  we  believe  that 
successful  investing  doesn't  mean  you 
have  to  be  in  the  right  place  at  the 
right  time.  You  just  have  to  be  in  the 
right  place,  over  time. Ttf  Call  toll  free: 
1-800-345  2021. 


M 

r' 

M  V  T  U  A  L 

FUN 

DS 

1-800-345-2021 

http:  //www  twentieth-century.com 
AOL  Keyword:  Twentieth  Century 


"  Bosed  upon  market  capitalization  **  Data  quoted  represents  post  performance  and  assumes  reinvestment  of  all  distributions  Post  performance  is  no  guarantee  of  future  results  Investment  return  and  principal  volue  will  "'ictijote, 
and  redemption  volue  may  be  more  or  less  man  onginol  cost  :  As  provided  by  tipper  Analytical  Services,  Inc.  It  is  not  on  investment  product  ovoilable  tor  purchase  ' :  The  Morgan  Stanley  Europe,  Australia,  For  East  (EAFE)  Index  is 
a  widely  followed  group  of  stocks  from  20  international  markers  Dividends  are  reinvested  It  is  not  an  investment  product  ovoiloble  for  purchase. ' 'Tt  We  will  send  you  a  World  Investors  Kit  that  contains  o  prospectus  with  more 
complete  information  including  charges  expenses  ond  minimums.  Please  read  Hie  prospectus  carefully  before  investing  Or  visit  our  Web  or  A01  site  to  download  or  view  a  prospectus  on-line.  Twentieth  Century  Securities,  Inc 
©  1 996  Twentieth  Century  Services,  Inc,  P.O.  Box  4 1 9200,  Kansas  City,  MO  64141  -6200.  PBS 


A    GOOD    C  H  0  I  C  E    FOR    YOUR    IRA,    4  0  1  (  k  )  ,    4  0  3  (b),    0  R    S  E  P  /  S  A  R  S  E  P 


^--Annualized  total  return— r— 

Assets 

Weighted 

Median 

Maximum 

Annual 

3/84 

i  last 

5-year 

6/30/96 

average 

market 

sales 

expenses 

—markets— 

to 

12 

($mil) 

P/E 

cap 

charge 

per 

6/96 

months 

($bil) 

$100 

V 

ivlorgan  Stanley  Capital  Intl  EAFE  index 

1  c  r\o/ 

1 3.370 

1  a  rw 
1U.U  /o 

Pnrhac  fnmicrn  ctn/*L  fnnH  rrimnAcito 
rOiUcb  TOiclgll  MUCK  IUiIU  LuilipUbllc 

8. -6% 

16.2% 

10.8% 

25.2 

$5.0 

$1.55 

PrnHpntiAl  pArifir  nrnwth-A/Priidpntial 

* 

8.7% 

* 

$478 

29.9 

$4.4 

5.00% 

$1.46 

Putnam  Asia  Parifir  ftrnwth-A/Piitnarri 

lULIIalll  Ho  la  idllllL  UIUVVII  In/ 1  U 1 1 1  a  II 1 

 * 

10.7 

12.8% 

457 

32.9 

5.1 

5.75 

1.55 

Putnam  Eiirnnp  (*rnwth-A/P!itnarn 

rUlllafll  LUI  l/|JC  Ul  U  V¥  11 1  n/  1  U 1 1 1  a  1 1 1 

 * 

17.9 

15.3 

224 

15.1 

2.6 

5.75 

1.38 

Putnam  Intl  New  Opportunities-A/Putnam 

20.9 

860 

22.0 

1.7 

5.75 

1.93 

Putnam  Overseas  Growth-A/Putnam 

 * 

20.2 

13.3 

295 

28.1 

5.0 

5.75 

1.61 

Robertson  Stephens  Devel  Countries/Robertson 

 * 

7.6 

— * 

58 

20.0 

0.2 

none 

1.82a 

■R 

■r 

^rhrnnVr  CAnitAl— Intprnatinnal-lnv/Srhrndpr 

_* 

16.9 

12.4 

266 

27.4 

7.8 

none 

0.91 

^hw/Ah  IntprnAtionAl  Inripx/Srhwah 

* 

12.9 

242 

31.0 

17.9 

none 

0.69a 

^niHHpr  f^rPAtpr  Furnnp  firnwth/Sriirtdpr 

OvUUUCI    UlCa  IC I  1 —  Li  1  UJJC  UlUVf  III/  OIHUUCI 

 * 

25.3 

_* 

74 

20.0 

5.1 

none 

1.50a 

B 

B 

Scudder  International  Fund/Scudder 

13.9% 

15.9 

11.0 

2,618 

28.2 

7.4 

none 

1.14 

Scudder  Latin  America/Scudder 

 * 

28.0 

— * 

646 

20.4 

2.1 

none§ 

2.04 

Scudder  Pacific  Opportunities/Scudder 

 * 

5.9 

 * 

392 

24.8 

4.3 

none 

1.79 

^plipmAn  HpnHprson  IntprnAtinnAl-A/Splipman 

*j  \,  1 1  e  1 1  io  1 1  i  iviiuti  Jvi  i  ill  iti  i  loiiui  ioi  m  ■  i 1  1 1 1,  i  n  i  1 1  > 

17.2 

101 

31.4 

10.6 

4.75 

1.79 

Spntinpl  Wnrlri  FiinH-A/Spntinpl 

-JCIIllllC'    flvi  IU    1   UMVJ    r\i  ;><   1  1  I  1  1  IV- 1 

* 

14.8 

* 

67 

25.6 

8.0 

5.00 

1.49 

^pvpn  Spas  Artiup  IntprnAtionAl/Riis^pll 

JC  VC  I  1    «J        v    mi»im»c     1 1 1  LVl  1  Id  11  V/l  lu  1/  1  \  U  >  _>  v..  1  1 

_* 

21.5 

 * 

51 

31.0 

1.2 

none 

1.00a 

Seven  Seas  Emerging  Markets/Russell 

 * 

14.9 

 * 

117 

21.0 

0.7 

none 

1.32a 

Sierra-International  Growth-A/Gt  Western 

— * 

13.2 

7.9 

155 

26.6 

7.4 

4.50 

1.78 

SIT  International  Growth/SIT 

 * 

10.2 

 * 

89 

30.5 

7.4 

none 

1.50a 

■D 

■D 

Natural  Rp^niirrp^-A'/^mith  Rarnpv 

 * 

22.5 

10.6 

118 

35.4 

1.2 

5.00 

1.52 

SB  World-lntl  Equity-A/Smith  Barney 

 * 

11.4 

 * 

981 

27.4 

2.2 

5.00 

1.31 

SoGen  Overseas  Fund/SoGen 

 * 

17.4 

 * 

727 

20.8 

2.1 

3.75 

1.38 

State  St  Research  Intl  Equity-A/State  Street 

 * 

5.0 

 * 

69 

28.0 

2.6 

4.50 

1.90a 

SteinRoe  International  Fund/Stein  Roe 

 * 

15.8 

 * 

131 

21.7 

3.3 

none 

1.50 

Strong  Asia  Pacific/Strong 

— * 

17.3 

 * 

85 

26.6 

2.8 

none 

2.00 

Strong  International  Stock/Strong 

 * 

24.4 

 * 

337 

28.0 

2.5 

none 

1.70 

Target  International  Equity/Prudential 

* 

18.3 

* 

232 

22.0 

4.7 

none; 

1.02 

TCW/DW  Latin  American  Growth/Dean  Witter 

 * 

20.1 

* 

268 

18.0 

3.8 

5.00b 

2.98 

Templeton  Developing  Mkts-I/Templeton 

 * 

14.1 

 * 

3,133 

12.6 

1.8 

5.75 

2.10 

B 

A 

Templeton  Foreign  Fund-I/Templeton 

15.5 

13.6 

13.1 

9,769 

14.8 

6.2 

5.75 

1.15 

Templeton  Pacific  Growth/Franklin 

— * 

14.7 

 * 

67 

23.6 

6.7 

t 

1.66 

20th  Centurv  Intl  Emer  Growth/20th  Cpntiirv 

twill    W^IIIUI  T    Mill    Lll  IVI    VII  vTTlll/  Lulll  VUlllUlj 

 * 

31.4 

262 

29.0 

0.3 

none 

2.00 

20th  Century  Intl  Equity/20th  Century 

 * 

17.2 

13.9 

1,318 

25.8 

4.4 

none 

1.90 

c 

A 

United  International  Growth-A/Waddell 

12.8 

11.7 

14.9 

771 

20.4 

1.9 

5.75 

1.24 

D 

D 

United  Services-Gold  Shares/United 

-7.9 

-11.7 

-10.0 

152 

39.0 

5.3 

none3 

1.53 

USAA  Investment-Emerging  Markets/USAA 

 * 

13.2 

— * 

52 

NA 

NA 

none 

2.40 

■F 

■D 

USAA  Investment-Gold  Fund/USAA 

— * 

7.3 

7.6 

140 

39.3 

1.4 

none 

1.35 

USAA  InvPstmpnt-lntprnAtinnAl/l KAA 

\j  sjnn  iiivuauiiciit   in  io  i  id  u  u  i  \  o  \i  uonn 

n  6 

I  J  u 

Id  A 

14.4 

404 

97  1 

LI  .1 

c.  7 
j.i 

nonG 

1  17 
i.i/ 

Van  Eck  Asia  DvnAstv-AA/an  Frk 

iuii  i_v»r\  n  jia   ujl  laJlT  nt  TQ II  L  l  n 

 * 

5  5 
j.j 

0 1 

90.  fi 

fi  A 

0.4 

*T.  /  J 

9  (13 

L  .U  J 

c 

D 

Van  Eck  Intl  Investors  Gold-A/Van  Eck 

3.6 

6.0 

6.0 

508 

25  9 

1  4 

5.75 

1.42 

Vanguard  Intl  Ea  Index-Emerp  Mkts/Vanpiiarrl 

lUII^UUlU    Mill    •— v|    M  •  VJ  V*  A     UHlVlg    ITInlO/  VulltUUI  U 

15.4 

514 

J 14 

L  L.J 

7  n 

3  0(1" 
J  .uu 

n  fin 

Vanguard  Intl  En  Inripx— FiirnnPAn/Vanoiiarrt 

S            1 1 1 ii  L_v^  ii  iuca   i_ui  upca  1 1/  V a  1 1  gu a  1  U 

14  8 

14.0 

id  n 

14.  U 

1  978 

1     /  O 

9i  n 

cL.yJ 

19  1 

LL.O 

1  not' 

1 .  UU  + 

U.J  J 

■D 

■C 

Vanguard  Intl  Eq  Index-Pacific/Vanguard 

— * 

12.7 

7.2 

1,022 

42.3 

12.3 

l.OOt1 

0.35 

■B 

■C 

Vanguard  International  Growth/Vanguard 

17.9 

12.3 

4,921 

25.3 

9.2 

none 

0.55 

C 

C 

Vanguard/Trustees'  Equity-lncl/Vanguard 

14.0 

12.1 

9.7 

943 

25.9 

3.0 

none 

0.47 

Victory  -Intl  Growth-A/8isys 

8.7 

9.8 

118 

2916 

6.3 

4.75 

1.69a 

■D 

■B 

V'ontobel  EuroPacific/First  Dominion 

23.4 

11.3 

142 

24.7 

4.8 

none 

1.53 

burg  Pincus  Emerging  Mkts-C/Warburg 

23.0 

 * 

234 

18.0 

2.0 

none 

1.65a 

WarL  irg  Pincus  Intl  EauiiyCAVarburg 

23.7 

13.8 

2,944 

26.8 

6.3 

none 

1.36 

Warburg  Pincus  Japan  0TC-C7Warburg 

40.1 

244 

NA 

NA 

none 

1.75a 

Wright  (nt:  Blue  Crip  Equities/Wright 

 * 

13.3 

11.6 

226 

19.0 

2.3 

none 

1.29 

■Fund  rate!  fo  >vw  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors. 

red  mption  fee  whose  proceeds  revert  to  the  fund.  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts 
to  distributor  1A.  ■  .         hie  or  not  available.  'Formerly  Smith  Barney  Precious  Metals  &  Minerals-A.  'Quarterly  advisory  fee.  '$10  account  closing  fee.  'Annual  $10 
maintenance  fe<  "Dil         nay  impose  purchase  fee,  with  proceeds  reverting  to  other  shareholders.  Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
Rules,  page  148.  l  .'/  .'  itor  table,  page  233. 
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EXACTLY 
HOW  MUCH 
do  YOU 
NEED  to  SAVE 
for  a 
VACATION 
that 

NEVER  ENDS? 


ASSET 

MANAGEMENT 


LIFE  INSURANCE 


ANNUITIES 


One  day  you'll  get  to  take  off  from  work  and  never  come  back.  Of 
course,  long  before  that  vacation  arrives,  you'll  need  to  figure  out  the  best 
way  to  pay  for  it. 

That's  why,  at  The  Hartford,  we've  developed  a  number  of  investment 
strategies  that'll  maximize  your  return,  and  at  the  same  time,  reduce  your 
risk.  For  starters,  we  have  a  wide  range  of  asset  management  products  designed  for  practically  any 
customer.  If  annuities  are  what  you  had  in  mind,  we  also  have  cfuite  a  bit  of  experience  in  that  area. 
So  much,  in  fact,  that  we've  become  the  number  one  issuer  of  individual  annuities  in  the  country. 

In  short,  we  offer  more  expertise  in  retirement  planning  than  anyone  in  the  business.  So  talk  to 
The  Hartford.  We'll  make  sure  you  spend  your  time  enjoying  life,  not  worrying  how  to  pay  for  it. 


No  One's 
Better 
Prepared  for 
Tomorrow. 


ITT  HARTFORD 


VISIT  OUR  web  SITE  at  http://www  itthartford  com 


loxabie  bond  funds 


It  is  next  to  impossible  for  a  bond  fund  to  perform  well 
in  both  rising  and  falling  markets.  The  ones  with  bonds 
of  shorter  maturities  lag  in  periods  of  falling  interest  rates, 
but  perform  well  when  rates  rise  in  a  bear  market.  Thus 
the  Strong  Advantage  Fund,  which  has  a  portfolio  with  a 
one-year  average  maturity,  earns  an  F  in  up  markets  but 


an  A+  in  down  markets.  In  contrast,  the  usaa  Mutual - 
Income  fund,  which  has  a  portfolio  with  an  average  matu- 
rity of  16.5  years,  shows  the  opposite  behavior  and  is 
rated  A/D.  We  grade  taxable  bond  funds  against  the 
monthly  up-and-down  results  of  the  Merrill  Lynch  cor- 
porate/government bond  index  since  July  1991. 


Ratio  scale  (6/30/91  =  100) 


115 


110 


105 


100 


Rising  markets 


95 


This  price  graph  of  the  Merrill  Lynch 
corporate/government  bond  index,  scaled  so  that 
June  30,  1991  equals  100,  is  the  benchmark  for 
taxable  bond  fund  ratings.  Funds  are  measured  by 
their  composite  bull-  and  bear-month  performances 


1991 


1992 


1993 


1994 


1995 


1996 


Performance 
UP  DOWN 
—markets— 

Fund/distributor 

Annualized  total  return 
6/91  last 
to  12 
6/96  months 

Yield 

% 

Assets 
6/30/96 
($mil) 

Weighted 
average 

maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 

8.5% 
8.0% 

4.6% 
5.0% 

7.0% 
6.5% 

$0.72 

D 

B 

AARP  Inc-GNMA  &  US  Treasury/Scudder 

6.6% 

4.9% 

6.7% 

$4,967 

NA 

none 

$0.64 

B 

D 

AARP  Inc-High  Quality  Bond/Scudder 

7.7 

5.0 

5.9 

517 

NA 

none 

0.95 

A 

D 

AIM  Income  Fund-A/AIM 

9.5 

8.1 

7.7 

329 

11.8 

4.75% 

0.98 

F 

A 

AIM  Limited  Maturity  Treasury-Retail/AIM 

5.7 

5.1 

5.6 

353 

1.5 

1.00 

0.53 

B 

C 

AmSouth  Bond  Fund/Bisys 

8.1 

3.8 

6.1 

132 

7.5 

3.00 

0.76a 

B 

C 

Babson  Bond-Portfolio  L/Jones  &  Babson 

8.1 

4.4 

7.1 

142 

13.0 

none 

097 

Benham  Adjustable  Rate  Govt  Secs/20th  Century 

 * 

5.7 

5.6 

279 

4.7 

none 

0.60a 

C 

B 

Benham  GNMA  lncome/?0th  Century 

7.6 

5.4 

7.0 

1,099 

7.3 

none 

0.58 

Benham  L-1  Treasury  &  Agency/20th  Century 

2.5 

6.3 

118 

22.9 

none 

0.67a 

A+ 

D 

Benham  Target  Maturities-2OOO/20th  Century 

11.3 

3.5 

none 

323 

4.9 

none 

0.61 

"Fund  not  in  opi        or  did  not  meet  asset  mininvjm  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the 
fund,  a:  Net  of .     rption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor  NA:  Not  applicable  or  not  available 

Sources:  Forbes;  L  w  Analytical  Services;  Morningstar,  Inc. 

Rules,  page  148.  .utor  table,  page  233. 
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Annualized  total  return 
6/91  last 
to  12 
6/96  months 


Assets     Weighted  Maximum  Annual 

6/30/96    average  sales  expenses 

($mil)     maturity  charge  per 

(years)  $100 


Performance 
UP  DOWN 
—markets— 


Fund/distributor 


Merrill  Lynch  corporate/govt  bond  index 
Forbes  taxable  bond  fund  composite 


8.5% 
8.0% 


4.6% 
5.0% 


7.0% 
6.5% 


$0.72 


A+ 

F 

Benham  Target  Maturities-2OO5/20th  Century 

13.6% 

2.2% 

none 

$240 

9  q 

nonG 

>J>U.O/d 

A+ 

F 

Benham  Target  Maturities-2010/20th  Century 

14.5 

1.9 

noriG 

i  m 

11U 

lin 

noriB 

n  7i d 
u./  la 

A+ 

F 

Benham  Target  Maturities-2O15/20th  Century 

15.7 

2.3 

none 

118 

19.8 

none 

0.71a 

A+ 

F 

Benham  Target  Maturities-2O2O/20th  Century 

15.5 

1.1 

none 

914 

24.6 

none 

0.71a 

C 

C 

Benham  Treasury  Note/20th  Century 

7.0 

4.6 

5.6% 

299 

3.8 

none 

0.53 

D 

A 

Bernstein  Govt  Short  Duration/Bernstein 

5.8 

4.7 

5.4 

142 

2.7 

none 

0.69 

B 

C 

Bernstein  Intermediate  Duration/Bernstein 

8.3 

5.2 

6.3 

1,372 

9.0 

none 

0.64 

F 

A 

Bernstein  Short  Duration  +/Bernstein 

6.1 

5.3 

5.7 

529 

2.6 

none 

U.O  J 

C 

A+ 

Berwyn  Income  Fund/Berwyn 

12.9 

14.5 

5.9 

128 

8.4 

t 

073 

C 

B 

Wm  Blair-lncome  Fund/Wm  Blair 

8.1 

5.0 

5.9 

153 

4.5 

none 

0.68 

B 

B 

Bond  Fund  of  America/American  Funds 

9.8 

7.4 

7.4 

6,484 

7.9 

4.75% 

0.74 

D 

A 

Cardinal  Government  Obligations/Cardinal 

6.4 

6.7 

7.6 

139 

11.8 

4.50 

0.77 

B 

C 

Columbia  Fixed  Income  Securities/Columbia 

8.6 

4.9 

6.7 

328 

6.1 

none 

0.63 

Commerce  Bond  Fund/Commerce 

3.9 

6.3 

131 

NA 

3.50 

0.82a 

C 

c 

Common  Sense-Government  Fund/PFS 

7.1 

3.7 

7.2 

297 

NA 

6.75 

0.83 

Dean  Witter  S-T  US  Treasury/Dean  Witter 

— * 

4.1 

5.4 

253 

2.1 

none 

0.86 

D 

B 

Delaware  Group  Limited  Term  Govt-A'/Delaware 

5.3 

3.5 

7.2 

553 

3.4 

3.00 

0.96 

A 

C 

Dodge  &  Cox  Income  Fund/Dodge 

9.1 

4.8 

7.0 

369 

11.4 

none 

0.54 

A 

D 

Dreyfus  A  Bonds  Plus/Dreyfus 

9.3 

4.6 

6.3 

593 

8.4 

none 

0.93 

D 

B 

Dreyfus  GNMA  Fund/Dreyfus 

6.9 

5.4 

6.6 

1,351 

NA 

none 

0.96 

B 

C 

Dreyfus  100%  US  Treasury  Intermed/Dreyfus 

7.9 

4.2 

6.9 

194 

4.7 

none 

0.84a 

A 

D 

Dreyfus  100%  US  Treasury  L-T/Dreyfus 

9.4 

4.1 

6.8 

134 

10.9 

none 

0.87a 

D 

A 

Dreyfus  100%  US  Treasury  S-T/Dreyfus 

7.1 

4.8 

6.6 

215 

2.2 

none 

0.65a 

D 

B 

Dreyfus  Short-Intermediate  Govt/Dreyfus 

7.2 

5.0 

6.4 

572 

2.0 

none 

0.66a 

Dreyfus  Short-Term  Income/Dreyfus 

 * 

6.2 

6.4 

188 

2.4 

none 

0.80a 

Evergreen  US  Government-A/Lieber 

_* 

4.3 

6.8 

186 

8.3 

4.75 

1.00 

A 

D 

Excelsior-Managed  Income/Edgewood 

8.5 

3.2 

6.1 

186 

15.7 

4.50 

0.96a 

D 

B 

Federated  Fund  for  US  Govt  Secs-A/Federated 

6.0 

4.8 

6.9 

1,440 

6.2 

4.50 

0.95a 

D 

B 

Federated  Government  Inc  Secs-F/Federated 

6.1 

4.7 

7.1 

2,032 

8.0 

2.00 

0.96a 

Federated  Limited  Term-F/Federated 

 * 

4.3 

6.1 

122 

3.1 

2.00 

1.00a 

A 

D 

Federated  US  Government  Bond/Federated 

8.5 

2.9 

5.9 

100 

14.6 

none 

0.85a 

c 

c 

Fidelity  Advisor  Govt  Investment-A/Fidelity  Adv 

7.1 

3.8 

6.3 

253 

8.3 

3.50 

1.00a 

Fidelity  Advisor  Intermed  Bond-A7Fidelity  Adv 

4.3 

6.5 

285 

5.8 

2.75 

0.94a 

D 

A 

Fidelity  Advisor  Short  Fixed-lnc-A/Fidelity  Adv 

6.3 

5.1 

6.2 

426 

2.3 

1.50 

0.89 

D 

B 

Fidelity  Ginnie  Mae/Fidelity 

7.2 

5.5 

6.6 

783 

7.3 

none 

0.76 

B 

D 

Fidelity  Government  Securities/Fidelity 

8.3 

3.9 

6.6 

958 

8.4 

none 

0.71 

C 

B 

Fidelity  Intermediate  Bond/Fidelity 

7.6 

4.5 

6.7 

2,863 

5.0 

none 

0.73 

B 

C 

Fidelity  Investment  Grade  Bond/Fidelity 

8.7 

4.2 

6.7 

1,377 

7.8 

none 

0.77 

D 

A 

Fidelity  Mortgage  Securities/Fidelity 

8.0 

6.6 

6.8 

482 

6.5 

none 

0.73 

Fidelity  Short-Intermediate  Govt/Fidelity 

 * 

4.4 

6.7 

123 

2.8 

none 

0.78 

D 

A 

Fidelity  Short-Term  Bond/Fidelity 

6.1 

4.9 

6.5 

1,024 

2.4 

none 

0.69 

A 

D 

Flag  Investors  Total  Return  US  Treasury-A/Brown 

8.6 

2.9 

7.2 

340' 

13.5 

4.50 

0.76 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to 
the  fund,  a  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor  NA:  Not  applicable  or  not  available.  'Formerly  Delaware 
Group  Treasury  Reserves-Intermediate.  'Formerly  Fidelity  Advisor  Limited  Term  Bond-A.  'Includes  sister  fund  ISI  Total  Return  US  Treasury. 
Sources.-  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233 
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j  survey    . 


Performance 

Fund/distrtktoj 

Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

6/91 

last 

'  % 

6/30/96 

average 

sales 

expenses 

'  —markets— 

to 

12 

($mil) 

maturity 

charge 

per 

■|  II II  MM  i 

6/96 

months 

(years) 

$100 



jrrill  Lyncii  corporate/govt  bond  index 

8.5% 

4.6% 

7.0% 

m 

i  crocs  i.jXdLic  uona  tuuu  tuinpubiic 

5  0% 

6.5% 

$0.72 

c 

A+ 

FPA  New  Income/FPA 

9.8% 

7.3% 

6.0% 

$277 

5.0 

4.50% 

$0.65 

F 

A 

Franklin  Adjustable  US  Govt  Secs/Franklin 

3.9 

6.6 

6.1 

449 

1.2 

2.25 

0.61a 

D 

B 

Franklin  Short-lntermed  US  Govt/Franklin 

6.4 

4.6 

5.5 

200 

2.2 

2.25 

0.73 

C 

C 

Franklin  Tax-Advantaged  US  Govt/Franklin 

7.5 

4.6 

6.8 

369 

NA 

4.25 

0.64 

C 

B 

Franklin  US  Government  Secs-I/Franklin 

7.0 

5.3 

7.3 

10,361 

NA 

4.25 

0.61 

B 

0 

Galaxy  1 1— US  Treasury  Index/Galaxy 

7.8 

4.0 

6.5 

121 

8.3 

none 1 

0.40 

C 

C 

Gradison-McDonald  Govt  Income/Gradison 

7.0 

4.4 

5.9 

171 

6.0 

2.00 

0.92 

8 

C 

Harbor  Bond  Fund/HCA 

9.8 

7.3 

7.2 

249 

11.0 

none 

0.69a 

Harbor  Short  Duration/HCA 

 * 

6.1 

6.9 

150 

3.7 

none 

0.31a 

Hotchkis  &  Wiley-Low  Duration/Hotchkis 

 * 

7.5 

7.1 

189 

3.3 

none 

0.58a 

A 

B 

IDS  Bond  Fund-A/Amer  Express 

10.6 

6.6 

7.1 

3,458 

7.5 

5.00 

0.83 

D 

A 

IDS  Federal  Income-A/Amer  Express 

6.4 

5.7 

6.4 

1,625 

9.1 

5.00 

0.90 

A 

D 

IDS  Selective  Fund-A/Amer  Express 

9.2 

4.8 

6.6 

1,521 

7.1 

5.00 

0.91 

C 

C 

Intermediate  Bond  Fund  of  America/American  Funds 

7.2 

4.9 

6.6 

1,459 

4.3 

4.75 

0.78 

C 

B 

Invesco  Select  Income/lnvesco 

9.5 

4.8 

7.4 

255 

10.2 

none 

1.00a 

A 

D 

ISI  Total  Return  US  Treasury/ISI 

8.6 

2.9 

7.2 

340' 

13.5 

4.45 

0.76 

B 

A 

Janus  Flexible  Income/Janus 

11.3 

8.7 

7.5 

567 

9.0 

none 

0.87 

B 

C 

Kemper  Inc  &  Cap  Preservation-A/Kemper 

8.8 

4.4 

7.3 

563 

13.8 

4.50 

0.95 

C 

C 

Kemper  US  Government  Securities-A/Kemper 

7.2 

4.1 

7.4 

4,245 

7.4 

4.50 

0.75 

Kemper  US  Mortgage-A/Kemper 

 * 

3.9 

7.5 

3,063 

7.3 

4.50 

0.95 

D 

B 

Legg  Mason  US  Govt  l-T-Primary/Legg  Mason 

6.9 

4.7 

5.8 

223 

5.8 

none 

0.97a 

A 

A 

Loomis  Sayles  Bond  Fund/Loomis 

14.6 

11.7 

6.9 

334 

19.8 

none 

0.79 

B 

D 

Lord  Abbett  US  Govt  Secs-A/Lord  Abbett 

7.4 

3.4 

8.6 

3,077 

9.4 

4.75 

0.90 

B 

D 

Lutheran  Brotherhood  Income  Fund/Lutheran 

7.8 

3.6 

7.2 

885 

14.7 

5.00 

0.83 

Marquis  Government  Securities-A/SEI 

 * 

4.0 

5.6 

164 

5.7 

3.50 

0.70a 

Marshall  Government  Income/Federated 

 * 

4.7 

6.5 

134 

6.7 

none 

0.86a 

Marshall  Intermediate  Bond/Federated 

 * 

4.5 

6.2 

406 

4.1 

none 

0.72a 

B 

C 

MAS-Fixed  Income/MAS 

10.0 

8.4 

6.5 

1,567 

9.8 

none 

0.48 

MAS-Limited  Duration/MAS 

— * 

5.4 

5.4 

119 

4.2 

none 

0.43 

B 

c 

Merrill  Lynch  Corp-lntermed-D/Merrill 

8.2 

4.5 

6.5 

471 

5.6 

1.00 

0.64 

B 

D 

Merrill  Lynch  Corp-lnv  Grade-D/Merrill 

8.4 

3.8 

6.6 

1,416 

9.5 

4.00 

0.78 

C 

C 

Merrill  Lynch  Federal  Secs-D/Merrill 

6.6 

5.1 

6.5 

2,186 

NA 

4.00 

0.88 

B 

C 

MFS  Bond  Fund-A/MFS 

8.9 

3.9 

7.5 

643 

NA 

4.75 

0.95a 

D 

B 

MFS  Govt  Limited  Maturity- A/MFS 

5.7 

4.7 

6.5 

295 

NA 

2.50 

0.88 

B 

C 

MFS  Government  Securities-A/MFS 

7.7 

3.6 

6.8 

432 

NA 

4.75 

0.84a 

MFS  Limited  Maturity-A/MFS 

 * 

5.2 

7.0 

139 

NA 

2.50 

0.95a 

Morgan  Grenfell  Fixed  Income/Morgan  Grenfell 

5.7 

6.7 

639 

7.8 

none 

0.55a 

A 

D 

Nationwide  Bond  Fund/Nationwide 

8.0 

4.2 

6.8 

131 

11.4 

4.50 

0.69 

D 

A 

N&B  Limited  Maturity  Bond/Neuberger 

6.0 

4.8 

6.1 

281 

3.1 

none 

0.70 

New  England  Adj  Rate  US  Govt-A/New  England 

5.7 

5.9 

284 

3.0 

1.00 

0.66 

New  England  Strategic  income-A/New  England 

 * 

13.6 

8.6 

123 

10.0 

4.50 

0.93a 

Northern  Funds  Hxed  Income/Sunstone 

 * 

4.8 

5.7 

104 

11.7 

none 

0.90a 

*Fund  not  in  Gyration  or  did  not  meet  asset  minimum  for  full  period  tCiosed  to  new  investors.  §Distnbutor  may  impose  redemption  fee  whose  proceeds 
revert  to  the  fund,  a  Net  c!  ?bsorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available. 
'Annual  $i0  maintenance  fee   includes  sister  fund  Flag  Investors  Total  Return  US  Treasury. 
Sources:  Forbes,  Upper  Analytical  Services;  Morningstar,  Inc. 
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Its  not  about  how  fast  you  get  there. 


5  Year  Average  Annual 
Total  Return  +14.16% 


5  Year  Average  Annual 
Total  Return  +18.06% 


Dean  Witter  Developing  Growth  Securities 

SEC  Standardized  Average  Annual  Totat  Returns  las  of  6/30/96)* 

lyear  +29.71%  5  years  +21.03% 
10  years  12.31%> 


Dean  Witter  Dividend  Growth  Securities 

SEC  Standardized  Average  Annual  Ttital  Returns  (as  of 6/30/96)* 

lyear  +17.57%  5 years  +13.92% 
10  years  12.37% 


Dean  Witter  American  Value  Fund 

SEC  Standardized  Average  Annual  Total  Returns  (as  of  6/30/96)* 

lyear  +21.36%  5 years  +17.85% 
10  years  13.91% 


is  about  getting  there. 


21.21%.  14.16%.  18.06%t  These  are  the  average  annual 
returns  over  the  last  5  years  for  the  three  mutual  funds 
shown  above.  Returns  that  doubled  investors'  money 
over  the  last  4  to  6  years.  Who's  turning  in  these  kinds 
of  numbers?  Dean  Witter. 

t<5>-> 

The  fact  is,  Dean  Witter  has  a  proven  lineup  of  mutual 
funds,  with  objectives  and  risk  levels  for  every  investor. 
All  based  on  a  simple  philosophy:  to  pursue  above- 
average  performance  over  the  long  haul. 

But  the  impressive  numbers  don't  end  with  perfor- 
mance. We  have  a  network  of  8,800  Account  Executives, 


each  with  the  experience  to  give  you  the  investment 
advice  that's  right  for  your  individual  goals.  It's  why 
over  5  million  mutual  fund  investor  accounts  have  found 
a  home  at  Dean  Witter. 

Remember,  past  performance  cannot  guarantee 
future  results.  You  may  have  a  loss  or  a  gain  when  you 
sell  your  shares. 

Call  Dean  Witter  today  for  more  information  on  these 
and  other  impressive 
numbers.  And  for  the 
office  nearest  you. 


We  Measure  Success  One  Investor  At  A  Time 


m 


DEAN  WITTER 


Ask  for  our  free  brochures  and  prospectuses,  which  contain  complete  information  on  risks,  charges  and  expenses.  Read  the  prospectus  care- 
fully before  you  invest  or  send  money. 

The  graphs  illustrate  the  growth  of  $10^000  for  the  ten  years  ended  June  30,  1996.  Dividends  and  capital  gains  were  reinvested  at  net  asset 
value,  assuming  no  redemption.  A  contingent  deferred  sales  charge  (CDSC),  which  declines  from  5%  in  the  first  year  to  zero  after  six  years, 
applies  only  upon  the  sale  of  fund  shares.  Investment  return  and  principal  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  purchase  price.  Past  performance  is  no  guarantee  of  future  results. 

•SEC  standardized  returns  assume  you  sold  your  shares  at  the  end  of  each  reporting  period.  A  sales  charge,  which  applies  only  if  the  shares 
were  sold  within  six  years  of  their  purchase,  is  reflected  in  these  returns. 

tThese  numbers  assume  you  did  not  sell  your  shares  during  the  period. 

Investing  primarily  in  lesser  known,  small  capitalization  companies,  as  Dean  Witter  Developing  Growth  Securities  does,  may  involve  greater 
risk  of  volatility  in  the  fund's  net  asset  value  than  is  customarily  associated  with  larger,  more  established  companies. 

©7996  Dean  Witter  Distributors  Inc. 
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Annualized  total  return 
6/91  last 
to  12 
6/96  months 


Assets     Weighted  Maximum  Annual 

6/30/96    average  sales  expenses 

($mil)     maturity  charge  per 

(years)  $100 


Lynch  corporate/govt  bond  index 

8.5% 

4.6% 

7.0% 

orbes  taxable  bond  fund  composite 

8.0% 

5.0% 

6.5% 

$0.72 

Northern  Funds-US  Government/Sunstone 

4.1% 

5.1  % 

$156 

8.1 

none 

$0.90a 

D 

Oppenheimer  Limited  Term  Govt-A/Oppenheimer 

6.9% 

5.4 

7.4 

tic 

616 

NA 

3.50% 

0.86 

C 

A+ 

Oppenheimer  Strategic  Income-A/Oppenheimer 

10.3 

12.3 

9.1 

5,889 

NA 

4.75 

0.98 

F 

A 

Overland  Express  variable  Rate  Govt-A/Overland 

3.7 

4.8 

5.4 

558 

1.9 

3.00 

0.84a 

B 

D 

PaineWebber  Inv  Grade  Income-A/PaineWebber 

8.7 

5.2 

7.2 

328 

14.2 

4.00 

0.95 

u 

P^inolA/ohhor  11^  f^nt/t  Inpnmfi-A/P^inpWphhpr 
rdlllcVVcUUCI  UO  UUVl  II  IL.UIIlC"rv  r  a  II iCVVcUUCI 

a  q 

?  8 

CO 

6.5 

479 

NA 

4  Ofl 

1  00 

F 

A+ 

Permanent  Port-Treasury  Bill/Permanent 

3.6 

4.4 

2.7 

112 

0.1 

none' 

0.89a 

C 

C 

Pierpont  Bond  Fund/JP  Morgan 

7.5 

4.5 

6.2 

144 

NA 

none 

0.66 

Pimco  Advisors-Short-lntermed-A/Pimco 

7.2 

5.7 

118 

3.8 

3.00 

1.00 

Pimco  High  Yield-lnst/Pimco  Advisors 

* 

10.4 

0  0 

9Y 

cm 

691 

C  1 

6.1 

none 

fl  Cfl 

0.50 

D 

A+ 

Pimco  Low  Duration-lnst/Pimco  Advisors 

7.3 

c  c 

6.5 

6.8 

2,654 

3.2 

none 

0.43 

Pimm  f  f\\u  nuratinn  ll-lnct/Pimrn  ArivKnrc 

rllMLU  LUW  L/UldllUM   1  l~l  1 131/ r  IIIILU  nli  VIoUl  J 

 * 

5  5 

J.J 

6.5 

3  7 

none 

0  SO 

U.  JU 

B 

C 

■              -i-    ■     ■   I-.    ,            •       •  /rv            a  j 

Pimco  Total  Return-lnst/Pimco  Advisors 

9.5 

6.9 

6.9 

10,790 

12.1 

none 

0.43 

Pimco  Total  Return  ll-lnst/Pimco  Advisors 

5.6 

6.6 

472 

10.8 

none 

0.50 

B 

B 

Pimco  Total  Return  Ill-lnst/Pimco  Advisors 

9.6 

6.3 

6.7 

155 

11.4 

none 

0.50 

Piper  Funds  ll-Adj  Rate  Mortgage/Piper 

6.4 

6.6 

307 

NA 

1  50 

0.60a 

A 

F 

Piper  Funds-lnst  Govt  Income/Piper 

5.2 

7.3 

15.8 

184 

7.4 

t 

0.76a 

c 

B 

T  Rnwp  Prirp  GNMA  Fund/Prirp 

7.3 

4.5 

7.2 

906 

7.9 

nonG 

0.76 

C 

C 

T  Rowe  Price  New  Income/Price 

7.7 

4.1 

6.8 

1,649 

9.8 

none 

0.76 

D 

B 

T  Rowe  Price  Short-Term  Bond/Price 

5.4 

4.7 

6.2 

425 

2.9 

none 

0.71 

C 

A 

T  Rowe  Price  Spectrum-Income/Price 

9.7 

8.1 

6.5 

1,195 

NA 

none 

0.79 

C 

C 

T  Rowe  Price  US  Treasury  Intermed/Pnce 

7.2 

3.9 

6.2 

190 

5.2 

none 

0.66 

A 

D 

Prmcor  Bond  Fund-A/Princor 

8.9 

3.6 

7.1 

114 

10.6 

4.75 

0.95a 

B 

o 

Princnr  finvprnmpni"  ^erc  Inmmp-A/Prinrnr 

r  llllvvl   wlUWCI  1 II 1  ICIll  OCL3  II IV III IIC  M/ 1  1 II IUUI 

7  7 

A  A 

in  i 

1U.1 

A  7R 

H.I  J 

Prudential  Diversified  Bond-A/Prudential 

6.0 

7.1 

141 

7.3 

4.00 

0.87a 

B 

D 

Prudential  Govt  Income-A/Prudential 

7.5 

3.7 

6.8 

1,451 

7.5 

4.00 

0.91 

D 

B 

Prudential  Govt  Secs-Short-lntermed/Prudential 

6.7 

4.6 

5.8 

200 

3.1 

none 

0.95 

D 

B 

Prudential  Structured  Maturity-A/Prudential 

6.8 

5.0 

6.6 

186 

3.0 

3.25 

0.82 

c 

C 

Putnam  American  Govt  Inc-A/Putnam 

5.9 

4.5 

7.0 

1,924 

7.1 

4.75 

0.94 

D 

B 

Putnam  11^  finvt  Inrnrvjp-A/Putnam 

p.  ^ 

0.0 

A  O 

7  n 

<4,\JOO 

f.  1 

O.l 

A  7<i 

U.  J\J 

Schwab  Short/lntermed  Govt  Bond/Schwab 

— * 

4.8 

6.2 

138 

2.5 

none 

0.49a 

U 

c 

p  |  J.      r-  1 1 1 1  1    I™         J  /O       J  J 

Scudder  GNMA  Fund/Scudder 

7.0 

5.2 

6.4 

407 

7.4 

none 

0.94 

D 

D 

Scudder  Income  Fund/Scudder 

8.5 

5.4 

6.5 

571 

9.9 

none 

0.99 

U 

A 

A 

Scudder  Short  Term  Bond/Scudder 

5.7 

5.1 

6.5 

1,582 

3.0 

none 

0.75 

Seven  Seas  Yield  Plus/Russell 

5.8 

5.7 

1,481 

NA 

none 

0.38 

A 

D 

Sierra-Corporate  Income-A/Gt  Western 

9.0 

3.8 

7.5 

335 

19.6 

4.50 

0.93a 

C 

D 

Sierra-US  Government-A/Gt  Western 

6.3 

4.3 

7.2 

481 

NA 

4.50 

0.66a 

SB-S-T  US  Treasury-A/Smith  Barney 

3.4 

5.7 

105 

4.4 

none 

0.98 

C 

B 

SB-US  Government  Secs-A/Smith  Barney 

7.5 

4.1 

6.7 

363 

NA 

4.50 

0.79 

B 

D 

SB  Invest-Government  Secs-A/Smith  Barney 

7.4 

2.5 

7.8 

552 

10.7 

450 

0.94 

Smith  Breeden-Short  Duration  US  Govt/Smith  Breeden 

5.5 

6.1 

226 

0.5 

none 

0.78a 

D 

B 

Spartan  Ginnie  i^ae/Fidelity 

7.3 

5.6 

6.6 

433 

7.3 

none 

0.61a 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors  IDistributor  may  impose  redemption  fee  whose  proceeds  revert  to  the 
fund  a.  Net  of  absorption  of  expenses  by  fund  sponsor,  b.  Includes  back-end  load  that  reverts  to  distributor  NA:  Not  applicable  or  not  available  Flat  fee  of  $35  on 
initial  investment  and  a  monthly  $1.50  maintenance  fee. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
Rules,  pag-r         Distributor  table,  page  233. 
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Performance 

Fund/distributor 

Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP  DOWN 

6/91 

last 

%  . 

6/30/96 

average 

sales 

expenses 

— markets — 

to 

12 

($mil) 

maturity 

charge 

per 

6/96 

months 

(years) 

$100 

Merrill  Lynch  corporate/govt  bond  index 

8.5% 

4.6% 

7.0% 

Forbes  taxable  bond  fund  composite 

ft  n% 

o.yj  /o 

O.O  /o 

$0.72 

p 

L 

p 

Spartan  Government  Income/Fidelity 

7.3% 

4.4% 

6.6% 

$290 

8.8 

none 

$0.65 

Spartan  Investment  Grade  Bond/Fidelity 

— * 

4.7 

6.4 

384 

7.4 

none 

0.65 

D 

A 

Spartan  Limited  Maturity  Govt/Fidelity 

6.3 

5.4 

6.6 

750 

5.1 

none 

0.61a 

Spartan  Short-Term  Bond'/Fidelity 

— * 

5.5 

6.5 

374 

2.5 

none 

0.65 

c 

c 

Stagecoach  GNMA  Fund-A/Stagecoach 

7.1 

4.1 

7.0 

177 

23.1 

4.50% 

0.82a 

B 

c 

Standish  Fixed  Income/Standish 

9.0 

6.4 

7.0 

2,331 

8.1 

none 

0.37a 

D 
□ 

p 

SteinRoe  Income  Fund/Stein  Roe 

9.4 

5.7 

7.4 

309 

7.6 

none 

0.82a 

c 

c 

SteinRoe  Intermediate  Bond/Stein  Roe 

7.9 

5.8 

6.8 

299 

11.5 

none 

0.70a 

F 

A+ 

Strong  Advantage  Fund/Strong 

7.2 

6.4 

6.4 

1,086 

1.0 

none 

0.84 

A 

B 

Strong  Corporate  Bond/Strong 

10.9 

6.9 

7.3 

273 

13.9 

none 

1.00 

B 

c 

Strong  Government  Securities/Strong 

9.3 

4.0 

6.3 

623 

6.9 

none 

0.80 

D 

A 

Strong  Short-Term  Bond/Strong 

7.3 

6.6 

7.0 

1,104 

2.3 

none 

0.90 

D 

B 

Thornburg  Limited  Term  US  Govt-A/Thornburg 

6.6 

5.2 

6.1 

144 

3.8 

2.50 

1.00 

B 

20th  Century  Long-Term  Bond/20th  Century 

8.3 

4.2 

6.3 

139 

10.9 

none 

0.78 

o 

R 

20th  Century  US  Governments  S-T/20th  Century 

5.4 

4.8 

5.4 

356 

2.0 

none 

0.69 

A 

n 

United  Bond  Fund-A/Waddell 

9.1 

5.2 

6.5 

526 

13.9 

5.75 

0.74 

B 

o 

United  Government  Secs-A/Waddell 

8.3 

4.3 

6.4 

140 

NA 

4.25 

0.86 

c 

c 

US  Government  Securities/American  Funds 

7.2 

4.1 

7.2 

1,243 

8.2 

4.75 

0.79 

C 

B 

USAA  Investment-GNMA/USAA 

7.6 

4.2 

7.1 

303 

9.4 

none 

0.33 

A 

D 

USAA  Mutual-lncome/USAA 

8.9 

6.1 

6.9 

1,762 

16.5 

none 

0.41 

c 

rj 

Value  Line  US  Government  Sees/Value  Line 

5.8 

3.8 

7.1 

215 

5.7 

none 

0.65 

Vanguard  Admiral-I-T  US  Treasury/Vanguard 

 * 

4.0 

6.5 

610 

7.8 

none 

0.15 

Vanguard  Admiral-L-T  US  Treasury/Vanguard 

 * 

3.1 

6.8 

180 

22.2 

none 

0.15 

Vanguard  Admiral-S-T  US  Treasury/Vanguard 

 * 

4.9 

6.1 

440 

2.7 

none 

0.15 

Vanguard  Bond  Index-I-T  Bond/Vanguard 

 * 

4.2 

6.6 

470 

7.5 

none7 

0.20 

Vanguard  Bond  Index-S-T  Bond/Vanguard 

 * 

5.3 

6.1 

283 

2.7 

none2 

0.20 

r 

!* 

R 

D 

Vanguard  Fixed  Inc-GNMA/Vanguard 

7.9 

5.8 

7.2 

7,031 

6.7 

none 

0.29 

Vanguard  Fixed  Inc-I-T  Corp/Vanguard 

 * 

4.3 

6.8 

490 

7.6 

none 

0.28 

Vanguard  Fixed  Inc-I-T  US  Treas/Vanguard 

* 

3.9 

6.4 

1,216 

7.9 

none 

0.28 

A 

n 

Vanguard  Fixed  Inc-L-T  Corp/Vanguard 

10.4 

4.4 

7.2 

3,315 

20.7 

none 

0.31 

A+ 

F 

Vanguard  Fixed  Inc-L-T  US  Treas/Vanguard 

10.1 

3.1 

6.8 

893 

22.2 

none 

0.27 

n 

M 

Vanguard  Fixed  Inc-S-T  Corp/Vanguard 

7.1 

5.7 

6.2 

3,990 

2.6 

none 

0.27 

u 

D 
D 

Vanguard  Fixed  Inc-S-T  Federal/Vanguard 

6.6 

5.4 

6.0 

1,334 

2.5 

none 

0.27 

Vanguard  Fixed  Inc-S-T  US  Treas/Vanguard 

 * 

5.0 

6.0 

935 

2.7 

none 

0.27 

A 

p 

L 

Vanguard  Preferred  Stock/Vanguard 

10.2 

7.7 

7.2 

285 

NA 

none 

0.39 

p 

p 

Vanguard  Total  Bond  Market/Vanguard 

8.1 

5.0 

6.6 

2,611 

8.6 

none' 

0.20 

c 

c 

Victory-Government  Mortgage/Bisys 

7.5 

4.5 

6.3 

126 

7.1 

4.75 

0.90 

Victory-Intermediate  Income/Bisys 

 * 

4.0 

5.9 

196 

5.0 

4.75 

0.94a 

D 

B 

Victory-Limited  Term  Income/Bisys 

5.8 

4.7 

5.9 

164 

NA 

2.00 

0.85a 

B 

D 

Vista  US  Government  Income-A/Vista 

7.2 

3.0 

6.0 

108 

8.2 

450 

0.90a 

C 

B 

Warburg  Pincus  Fixed  Income/Warburg 

8.4 

6.4 

6.5 

130 

5.1 

none 

0.75a 

C 

D 

WPG  Government  Securities/Weiss 

6.0 

4.6 

6.0 

142 

5.6 

none 

0.82 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the 
fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Spartan 
Short-Term  Income.  'Annual  $10  maintenance  fee. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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Municipal  bond  funds 


Average  yield-,  few  municipal  bond  funds  are  off  20  basis 
points  (a  fifth  of  a  percentage  point)  from  a  year  ago,  but 
munis  still  offer  better  aftertax  income  than  Treasurys  or 
corporate  bonds  for  many  investors — even  those  not  sub- 
ject to  the  highest  income  tax  rates.  But  there's  a  default 
risk  you  don't  get  on  Treasurys;  indeed,  some  tax-exempt 


bonds  are  riskier  than  high-grade  corporate  bonds.  Look 
for  the  word  "insured"  in  the  fund  name  if  you're  con- 
cerned about  a  repeat  of  the  Orange  County,  Calif,  mess 
of  two  years  ago.  The  least  conservative  municipal  bond 
funds  often  contain  words  like  "high  yield"  or  "aggres- 
sive" in  their  names. 


Ratio  scale  (6/30/91  =  100) 


120 


115 


Rising  markets 


Declining  markets 


The  Lehman  Brothers  municipal  bond  index,  scaled  so 
that  June  30,  1991  equals  100,  is  the  benchmark  for 
municipal  bond  fund  ratings.  Funds  are  measured  by 
their  composite  bull-  and  bear-month  performances. 


1991 


1992 


1993 


1994 


1995 


1996 


Performance 

Fund/distributor 

Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

6/91 

last 

% 

6/30/96 

average 

sales 

expenses 

—markets— 

to 

12 

($mil) 

maturity 

charge 

per 

6/96 

months 

(years) 

■ 

$100 

♦ 

Lehman  Brothers  municipal  bond  index 

7.8% 

6.6% 

5.6% 

Forbes  municipal  bond  fund  composite 

7.3% 

5.9% 

5.4% 

$0.72 

C 

c 

AAL  Municipal  Bond/AAL 

7.2% 

6.8% 

4.7% 

$415 

16.0 

4.75% 

$0.95 

A 

D 

AARP  T-F  Income-Insured  Genl  Bond/Scudder 

7.4 

6.2 

4.9 

1,751 

NA 

none 

0.67 

C 

B 

AIM  Municipal  Bond-A/AIM 

7.5 

5.4 

5.5 

303 

14.7 

4.75 

0.88 

C 

C 

Alliance  Muni  Income-Calif-A/Alliance 

7.6 

7.9 

5.5 

712 

25.0 

4.25 

0.74a 

A 

D 

Alliance  Muni  Income-Natl-A/Alliance 

7.8 

7.0 

5.5 

650 

25.6 

4.25 

0.71a 

B 

C 

Alliance  Muni  Income-New  York-A/Alliance 

7.5 

6.5 

5.6 

308 

26.8 

4.25 

0.75a 

American  High-Income  Muni  Bond/American  Funds 

* 

8.2 

5.8 

213 

11.3 

4.75 

0.62a 

B 

C 

Atlas  California  Muni  Bond-A/Atlas 

7.2 

5.3 

4.9 

178 

18.7 

3.00 

0.93 

D 

A 

Benham  Calif  Murt;  High  Yield/20th  Century 

7.9 

8.5 

6.0 

139 

21.7 

none 

0.52 

A 

D 

Benham  Calif  Tax-Free  lnsured/20th  Century 

7.8 

6.8 

5.4 

189 

17.9 

none 

0.51 

D 

A 

Benham  Calif  Tax-Free  lntermed/20th  Century 

6.7 

5.6 

4.9 

438 

8.1 

none 

0.49 

Benham  Calif  T-F  Limited-TermV20th  Century 

 * 

4.1 

4.2 

101 

3.2 

none 

0.51 

B 

C 

Benham  Calif  Tax-Free  L-T/20th  Century 

7.7 

7.7 

5.6 

284 

19.5 

none 

0.49 

F 

A 

Bernstein  California  Muni/Bernstein 

6.2 

5.6 

4.6 

265 

7.4 

none 

0.69 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  trie  fund.  a.  Net  of  absorption  of 
by  fund  sponsor,  b:  Inc'udes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Benham  California  Tax-Free  Short-Term. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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Performance 

Fund/distributor 

Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP  DOWN 

6/91 

last 

% 

6/30/96 

average 

sales 

expenses 

— markets — 

to 

12 

($mil) 

maturity 

charge 

per 

6/96 

months 

(years) 

$100 

>  JP 

Lehman  Brothers  municipal  bond  index 

7.8% 

6.6% 

0.0  /o 

m 

Fnrhpc  mi  in  ir  i  rial  f~nnrl  fun  A  />/\mnnr!t/\ 

ruiucs  iiiuiiiuipdi  uunu  Tunu  composiic 

7.3% 

5.9% 

5.4% 

$0.72 

D 

A 

Bernstein  Diversified  Muni/Bernstein 

6.3% 

5.3% 

4.8% 

$780 

7.5 

none 

$0.66 

r 

A 
A 

Bernstein  New  York  Muni/Bernstein 

6.4 

5.1 

4.9 

515 

7.6 

none 

0.66 

Bernstein  Short  Duration  Div  Muni/Bernstein 

— * 

3.9 

4.3 

107 

NA 

none 

0.72 

At 

c 

r 

California  Tax-Free  Income/California  Inv 

7.8 

6.4 

5.0 

202 

15.6 

none 

0.62 

c 

r 

A_L 

A+ 

Calvert  Tax-Free  Reserves-Ltd-A/Calvert 

4.4 

4.2 

4.2 

505 

7.0 

2.00% 

0.71 

n 
U 

A 
A 

Churchill  T-F  Fund  of  Kentucky-A/Aquila 

7.2 

5.8 

5.6 

224 

15.8 

4.00 

0.79 

D 

B 

Colonial  Calif  Tax-Exempt-A/Colonial 

6.8 

7.9 

5.2 

375 

20.2 

4.75 

0.89a 

Colonial  Conn  Tax-Exempt-A/Colonial 

 * 

6.7 

5.3 

154 

18.9 

4.75 

0.51a 

D 

D 

L 

Colonial  Mass  Tax-Exempt-A/Colonial 

7.6 

6.7 

5.4 

248 

19.9 

4.75 

0.85a 

n 
D 

r\ 
LJ 

Colonial  New  York  Tax-Exempt-A/Colonial 

7.2 

7.2 

5.7 

105 

21.0 

4.75 

0.58a 

L 

L 

Colonial  Ohio  Tax-Exempt-A/Colonial 

6.8 

6.7 

5.2 

121 

20.2 

4.75 

0.85a 

u 

D 
b 

Columbia  Municipal  Bond/Columbia 

6.4 

5.6 

5.1 

371 

12.3 

none 

0.56 

D 

A 

Common  Sense-Muni  Bond/PFS 

7.4 

6.4 

5.5 

120 

19.8 

4.75 

0.96 

A 
A 

U 

Composite  Tax-Exempt  Bond-A/Murphey 

7.4 

5.7 

4.9 

215 

11.7 

4.00 

0.80 

A 
A 

n 
U 

Dean  Witter  M-S  Muni-Calif/Dean  Witter 

7.8 

7.8 

5.3 

112 

21.1 

4.00 

0.60 

L 

Dean  Witter  Tax-Exempt  Sees/Dean  Witter 

7.3 

6.0 

5.7 

1,220 

20.0 

4.00 

0.48 

U 

A 

A 

Delaware  Group  Tax-Free  Penn-A/Delaware 

7.3 

5.3 

5.7 

985 

21.8 

4.75 

0.90 

u 

A 

A 

Delaware  Group  Tax-Free  USA-A/Delaware 

7.4 

4.0 

6.0 

747 

22.3 

4.75 

0.94 

Dreyfus  Calif  Intermed  Muni/Dreyfus 

 * 

4.7 

4.6 

224 

7.9 

none 

0.65a 

r\ 
U 

L 

Dreyfus  Calif  Tax-Exempt  Bond/Dreyfus 

5.9 

4.5 

5.4 

1,413 

21.8 

none 

0.69 

Dreyfus  Conn  Intermed  Muni  Bond/Dreyfus 

— * 

4.5 

4.4 

130 

7.6 

none 

0.72a 

Dreyfus  Florida  Intermed  Muni  Bond/Dreyfus 

 * 

4.4 

4.6 

385 

7.9 

none 

0.69a 

A 

A 

F 

Dreyfus  Insured  Muni  Bond/Dreyfus 

6.2 

3.9 

5.2 

228 

25.2 

none 

0.85a 

D 

B 

Dreyfus  Intermed  Muni  Bond/Dreyfus 

7.0 

4.5 

5.2 

1,492 

9.7 

none 

0.70 

C 

C 

Dreyfus  Mass  Tax-Exempt  Bond/Dreyfus 

7.0 

5.7 

5.5 

153 

23.8 

none 

0.80 

C 

C 

Dreyfus  Municipal  Bond/Dreyfus 

6.9 

5.1 

5.7 

3,734 

23.6 

none 

0.69 

Dreyfus  NJ  Intermed  Muni  Bond/Dreyfus 

— * 

4.3 

4.5 

222 

7.7 

none 

0.72a 

c 

c 

Dreyfus  NJ  Municipal  Bond/Dreyfus 

7.1 

4.5 

5.6 

620 

20.3 

none 

0.80a 

c 

D 

Dreyfus  NY  Insured  T-E  Bond/Dreyfus 

6.5 

4.0 

5.0 

149 

24.3 

none 

0.99 

c 

C 

Dreyfus  NY  Tax-Exempt  Bond/Dreyfus 

6.9 

4.8 

5.3 

1,780 

19.3 

none 

0.70 

D 

A 

Dreyfus  NY  T-E  Intermed  Bond/Dreyfus 

7.0 

4.7 

4.7 

362 

8.5 

none 

0.88a 

F 

A+ 

Dreyfus  Short-lntermed  Muni  Bond/Dreyfus 

5.3 

4.4 

4.5 

323 

2.3 

none 

0.68a 

D 

A 

Dupree-Kentucky  Tax-Free  Income/Dupree 

7.6 

7.5 

6.0 

295 

17.6 

none 

0.63 

C 

B 

EV  Traditional  California  Munis/Eaton  Vance 

7.6 

7.6 

5.9 

372 

28.2 

3.75 

0.63 

EV  Traditional  Fla  Ltd  Mat  Munis/Eaton  Vance 

 * 

3.5 

4.7 

111 

NA 

2.50 

0.74 

A+ 

F 

EV  Traditional  Florida  Munis/Eaton  Vance 

6.8 

6.9 

5.7 

640 

NA 

3.75b 

0.55 

EV  Traditional  Natl  Ltd  Mat  Munis/Eaton  Vance 

* 

3.8 

5.0 

116 

24.2 

2.50b 

0.58 

A+ 

B 

EV  Traditional  National  Muni/Eaton  Vance 

9.7 

6.6 

6.5 

2,209 

NA 

3.75b 

066 

EV  Traditional  NY  Ltd  Mat  Munis/Eaton  Vance 

4.8 

4.6 

126 

NA 

2.50 

0.98 

B 

D 

EV  Traditional  New  York  Munis/Eaton  Vance 

6.5 

7.0 

5.9 

610 

NA 

3.75b 

0.58 

C 

B 

Empire  Builder  Tax-Free  Bond/Empire 

7.1 

5.5 

5.0 

116 

7.5 

none 

0.95 

B 

F 

Evergreen  Florida  Muni  Bond-A/Lieber 

5.1 

5.9 

5.5 

147 

NA 

4.75 

0.61a 

D 

A 

Excelsior  Tax-Ex-lntermed'/Edgewood 

7.0 

4.6 

4.4 

253 

9.1 

4.50 

0.60 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund,  a:  Net  of  absorption 
of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  UST  Master  Tax-Exempt-Intermediate. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
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;   ' 

Annualized  total  return 
6/91  last 
to  12 
6/96  months 

Yield 

% 

Assets 
6/30/96 
($mil) 

Weighted 
average 

maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

" 

' 

Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

7.8% 

-700/ 
7.3% 

6.6% 

C  AO/ 
5.9/0 

5.6% 

Q  /;  0/ 
D.470 

$0.72 

A+ 

D 

Excelsior  Tax-Ex-Long-Term/Edgewood 

9.3% 

6.2% 

4.9% 

$101 

22.8 

4.50% 

$0.77a 

D 

B 

Federated  Municipal  Secs-A/Federated 

6.4 

2.3 

6.2 

726 

23.8 

4.50 

0.98a 

C 

C 

Fidelity  Advisor  High  Income  Muni/Fidelity  Adv 

7.3 

5.2 

5.7 

554 

16.9 

3.50 

0.90 

C 

B 

Fidelity  Aggressive  Municipal/Fidelity 

7.3 

5.3 

6.1 

857 

17.5 

none 

064 

A 

D 

Fidelity  Calif  Insured  Muni  Income/Fidelity 

7.1 

7.0 

5.1 

210 

16.3 

none 

0.60 

C 

C 

Fidelity  California  Muni  Income'/Fidelity 

7.1 

7.3 

5.4 

476 

15.6 

none 

0.58 

A 

D 

Fidelity  Insured  Muni  Income/Fidelity 

7.4 

6.3 

5.1 

333 

14.0 

none 

0.61 

D 

B 

Fidelity  Ltd  Term  Muni  Income/Fidelity 

7.2 

6.3 

5.1 

911 

8.1 

none 

0.57 

C 

C 

Fidelity  Mass  Muni  IncomeVFidelity 

7.4 

6.4 

5.6 

1,102 

15.5 

none 

0.55 

B 

C 

Fidelity  Michigan  Muni  IncomeVFidelity 

7.3 

6.4 

5.2 

458 

14.7 

none 

0.59 

D 

B 

Fidelity  Minnesota  Muni  Income/Fidelity 

6.6 

5.6 

5.5 

299 

14.5 

none 

0.57 

A 

D 

Fidelity  Muni  Bond-Initial/Fidelity 

7.3 

6.2 

5.0 

962 

12.9 

t 

0.57 

C 

C 

Fidelity  Municipal  Income/Fidelity 

6.8 

7.1 

5.2 

1,820 

14.2 

none 

0.57 

B 

D 

Fidelity  New  York  Insured  Muni  Income/Fidelity 

7.3 

6.0 

4.8 

320 

12.5 

none 

0.60 

B 

D 

Fidelity  New  York  Muni  IncomeVFidelity 

7.7 

6.6 

5.2 

406 

15.2 

none 

0.59 

C 

C 

Fidelity  Ohio  Muni  IncomeVFidelity 

7.4 

5.6 

5.1 

379 

12.5 

none 

0.58 

A 

F 

Flag  Investors  Managed  Muni-A/Brown 

6.9 

5.5 

5.2 

1266 

14.6 

4.50 

0.90a 

A 

C 

Flagship  Tax-Ex-All-American-A/Flagship 

8.5 

6.9 

5.7 

258 

22.7 

4.20 

0.79a 

B 

C 

Flagship  Tax-Ex-Conn  Double-A/Flagship 

7.4 

6.1 

5.6 

211 

19.8 

4.20 

0.73a 

A 

D 

Flagship  Tax-Ex-Florida  Double-A/Flagship 

7.5 

5.1 

5.5 

317 

20.3 

4.20 

0.82a 

B 

D 

Flagship  Tax-Ex-Georgia  Double-A/Flagship 

6.8 

5.4 

5.6 

119 

21.9 

4.20 

0.78a 

B 

C 

Flagship  Tax-Ex-Kentucky  Triple-A/Flagship 

7.7 

6.1 

5.6 

436 

20.3 

4.20 

0.70a 

F 

A+ 

Flagship  Tax-Ex-Limited  Term-A/Flagship 

6.4 

4.4 

4.8 

500 

5.3 

2.50 

0.78a 

C 

C 

Flagship  Tax-Ex-Michigan  Triple-A/Flagship 

7.4 

6.0 

5.5 

295 

18.3 

4.20 

0.95a 

B 

C 

Flagship  Tax-Ex-Missouri  Double-A/Flagship 

7.6 

5.8 

5.5 

221 

19.3 

4.20 

0.78a 

C 

C 

Flagship  T-E-NC  Double-AVFIagship 

6.9 

5.7 

5.4 

193 

17.1 

4.20 

0.87a 

C 

B 

Flagship  Tax-Ex-Ohio  Double-A/Flagship 

7.2 

5.7 

5.5 

484 

17.7 

4.20 

0.91a 

C 

C 

Flagship  Tax-Ex-Tenn  Double-A/Flagship 

7.1 

5.7 

5.4 

268 

18.7 

4.20 

0.86a 

B 

C 

Flagship  Tax- Ex- Virginia  Double-A/Flagship 

7.4 

6.1 

5.5 

131 

20.8 

4.20 

0.80a 

D 

A 

Franklin  Alabama  T-F  Inc-I/Franklin 

7.6 

6.5 

5.7 

187 

20.4 

4.25 

0.72 

D 

A 

Franklin  Arizona  T-F  Inc-I/Franklin 

7.5 

6.0 

5.8 

745 

18.2 

4.25 

0.62 

Franklin  Calif  High  Yield  Muni-I/Franklin 

— * 

8.3 

6.6 

126 

25.1 

4.25 

0.35a 

D 

A 

Franklin  Calif  Insured  T-F  Inc-I/Franklin 

7.3 

6.2 

5.6 

1,611 

19.7 

4.25 

0.59 

Franklin  Calif  Intermed-Term  T-F  Inc/Franklin 

 * 

8.0 

4.9 

101 

8.5 

2.25 

0.33a 

D 

A 

Franklin  California  T-F  Inc-I/Franklin 

7.3 

6.5 

6.3 

13,406 

20.4 

4.25 

0.55 

C 

B 

Franklin  Colorado  T-F  Inc-I/Franklin 

7.8 

6.8 

5.7 

219 

19.2 

4.25 

0.71 

D 

B 

Franklin  Connecticut  T-F  Inc-I/Franklin 

7.2 

6.8 

5.7 

173 

20.2 

4.25 

0.73 

D 

A 

Franklin  Federal  T-F  inc-l/Franklin 

7.7 

6.4 

6.3 

7,051 

20.7 

4.25 

0.57 

D 

A 

Franklin  Florida  T-F  Inc-I/Franklin 

7.8 

6.0 

5.9 

1,367 

18.4 

4.25 

0.60 

D 

A 

Franklin  Georgia  T-F  Inc-I/Franklin 

7.4 

5.9 

5.6 

134 

19.5 

4.25 

0.77 

D 

A 

Franklin  High  Yield  T-F  Inc-I/Franklin 

8.6 

7.0 

6.7 

3,963 

19.6 

4.25 

0  61 

D 

A 

Franklin  Insured  T-F  Inc-I/Franklin 

7.3 

5.6 

5.9 

1,683 

18.8 

4.25 

0.60 

D 

A 

FranKlin  Louisiana  T-F  Inc-I/Franklin 

7.2 

6.4 

5.8 

112 

18.7 

4.25 

0.78 

*Fum'1  nC  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the 
bsorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor  Formerly  Fidelity  California  Tax-Free-High  Yield.  'Formerly 
idelil     1       .jsetts  Tax-Free-High  Yield.  'Formerly  Fidelity  Michigan  Tax-Free-High  Yield.  'Formerly  Fidelity  New  York  Tax-Free-High  Yield.  'Formerly  Fidelity  Ohio  Tax- 
Free-High  Yieid  'Includes  sis^r  fund  ISI  Managed  Municipal.  'Formerly  Flagship  T-F-North  Carolina  Triple. 

Sources:  Forbes-,  Lippei  Analytical  Services;  Morningstar,  Inc. 

Rules,  page         0  Mbutor  table,  page  233. 


204 


Forbes  ■  August  26,  1996 


Seeing  vitamin  E 


in  a  new  light 


While  you  may  know  that  vitamin  E  could  reduce  the  effects  of  aging,  inhibit 
some  types  of  cancer,  and  reduce  the  risk  of  heart  attacks,  here's  something 
you  may  not  know:  some  types  of  vitamin  E  are  more  potent  than  others. 

\alural-sourcc  vitamin  E,  ine  kind  produced  from  soybeans, 


is  36%  more  bioayailable  than  synthetic  vitamin  E. 


Therefore,  natural-source  vitamin  E  will  be  more  effectively  absorbed  by  the  body. 
You  can  identify  natural-source  vitamin  E  by  looking  for  d-alpha  tocopherol  on  the  label. 

As  the  world  s  largest  producer  of  natural-source  vitamin  E, 
ADM  hopes  we've  shed  a  little  light  on  the  subject. 


ADM 

Supermarket  to  the  world 


i  wzum  muz 

 ______ «—-——-——- 


i  Annualized  total  return 
6/91  last 
to  12 
6/96  months 

Yield 

j  % 

Assets 
6/30/96 
($mil) 

Weighted 
average 

maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

m 

1 

Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

7.8% 
7.3% 

6.6% 
5.9% 

5.6% 
5.4% 

$0.72 

c 

B 

Franklin  Maryland  T-F  Inc-I/Franklin 

7.6% 

6.8% 

5.6% 

$177 

19.9 

4.25% 

$0.74 

D 

A 

Franklin  Mass  Insured  T-F  Inc-I/Franklin 

7.2 

5.5 

5.8 

304 

16.7 

4.25 

0.69 

D 

B 

Franklin  Mich  Insured  T-F  Inc-I/Franklin 

7.3 

5.6 

5.7 

1,110 

15.9 

4.25 

0.62 

D 

A 

Franklin  Minn  Insured  T-F  Inc-I/Franklin 

6.9 

5.0 

5.7 

485 

15.8 

4.25 

0.66 

C 

B 

Franklin  Mi^nuri  T-F  Inr-I/Franklin 
riaiiMiii  IVU30UUII  i  r  nil*  1/1  laiirviin 

7.7 

6.3 

5.5 

250 

18.4 

4.25 

0.71 

D 

B 

Franklin  Npw  IprAPV  T-F  Inr-I/Franklin 

llallFMIII  liCVV  JCISCjf    1   1    HIV  1/ 1  IQIInllll 

7.1 

5.9 

5.6 

563 

20.1 

4.25 

0.65 

B 

C 

Franklin  New  York  Insured  T-F  Inc-I/Franklin 

7.7 

6.2 

5.3 

256 

22.6 

4.25 

0.65a 

D 

A 

Franklin  New  York  T-F  Inc-I/Franklin 

7.8 

5.6 

6.1 

4,767 

22.0 

4.25 

0.57 

C 

B 

Franklin  North  Carolina  T-F  Inc-I/Franklin 

7.3 

6.1 

5.6 

252 

19.9 

4.25 

0.71 

D 

B 

Franklin  Ohio  Insured  T-F  Inc-I/Franklin 

7.3 

5.7 

5.6 

687 

18.6 

4.25 

0.64 

D 

B 

Franklin  Orppnn  T-F  Inr-I/Franklin 

s  (Chimin  uicgun  i  i           ■/ 1  laiirMin 

7.1 

6.3 

5.5 

376 

18.2 

4.25 

0.66 

D 

A 

Franklin  Ppnn^vlvania  T-F  lnr-l/Franklin 

I  ICJIlMlli  r  CI  II I3JT 1  Val  l  la    I   1     1 1  iu   i.i  i  a  1 1  r, ,  1 1 1 

7.9 

6.1 

6.1 

643 

17.8 

4.25 

0.64 

D 

A 

Franklin  Puerto  Rico  T-F  Inc-I/Franklin 

7.3 

6.7 

5.8 

190 

18.4 

4.25 

0.74 

D 

A 

Franklin  Texas  T-F  Inc-I/Franklin 

7.6 

6.5 

5.9 

128 

17.2 

4.25 

0.76 

D 

A 

Franklin  Virginia  T-F  Inc-I/Franklin 

7.6 

6.4 

5.6 

277 

18.5 

4.25 

0.69 

C 

C 

General  Calif  Municipal  Bond/Dreyfus 

6.8 

6.3 

5.2 

299 

22.2 

none 

0.76 

A 

D 

ftpnpral  Munirinal  Rnnri/DrPvfiK 

UCI  ICIal   IVIUNIVrl  \JQ  I  UU1 IU/  U 1  Cj  1  U  O 

7.6 

4.9 

5.5 

855 

22.7 

none 

0.88 

B 

C 

fipnprAl  MY  Munirinal  RnnH/Drpvfn^ 
\jci  i ci  a i  i^ii  iviuinifi yjo i  uui iu/  u i  cy i  u  j 

7.6 

5.2 

5.2 

311 

20.8 

none 

0.90 

B 

B 

Hancock  Calif  Tax-Free  Inc-A/Hancock 

7.8 

8.1 

5.6 

373 

22.7 

4.50 

0.75a 

A+ 

D 

Hancock  Tax-Free  Bond-A/Hancock 

8.3 

7.7 

5.6 

651 

24.7 

4.50 

0.85a 

D 

B 

Hawaiian  Tax-Free  Trust-A/Aquila 

6.6 

5.3 

5.3 

651 

15.9 

4.00 

0.72 

Heartland  Group— Wisconsin  T-F/Heartland 

_* 

6.5 

5.1 

122 

19.2 

none 

0.80 

D 

B 

ID^  California  TaK-Expmnt-A/Ampr  Fxnrpss 

6.9 

5.9 

5.5 

241 

22.2 

5.00 

0.76 

D 

B 

IDS  Hiph  Yipld  Tax-Fypmnt-A/Arnpr  Fxnrp<;<; 

7.0 

5.7 

6.1 

6,105 

21.1 

5.00 

0.72 

A 

D 

IDS  Insured  Tax-Exempt-A/Amer  Express 

7.3 

6.2 

5.3 

512 

22.8 

5.00 

0.75 

D 

B 

IDS  Minnesota  Tax-Exempt-A/Amer  Express 

6.9 

6.1 

5.8 

409 

21.7 

5.00 

0.76 

D 

B 

IDS  New  York  Tax-Exempt-A/Amer  Express 

6.8 

5.1 

5.7 

120 

22.2 

5.00 

0.79 

A 

F 

IDS  Tax-Exempt  Bond-A/Amer  Express 

7.0 

7.3 

5.3 

1,095 

19.7 

5.00 

0.76 

B 

C 

Invesco  T-F  Lonp-Tprm  Ronri/lnvp^rn 

7.4 

7.0 

4.8 

251 

17.4 

none 

0.91a 

A 

F 

ISI  Managed  Municipal/ISI 

6.9 

5.5 

5.2 

1261 

14.6 

4.45 

0.90a 

C 

C 

Kemper  California  T-F  Income-A/Kemper 

7.3 

6.5 

5.3 

1,044 

18.9 

4.50 

0.74 

B 

D 

Kemper  Florida  T-F  Income-A/Kemper 

6.9 

5.8 

5.1 

111 

17.9 

4.50 

0.80 

A 

D 

Kemper  Municipal  Bond-A/Kemper 

7.9 

6.4 

5.3 

3,334 

17.4 

4.50 

0.65 

C 

B 

Kemper  New  York  T-F  Income-A/Kemper 

7.8 

6.2 

5.2 

305 

17.8 

4.50 

0.81 

A 

D 

Kfvstone  State  Tax-Frpp— Fla-A/Kpvstrinp 

l^bJJlUII1>   MUIK    IOA  1  ICC    1  Id  m  [\CV  OIUI IC 

7.1 

5.5 

5.4 

101 

19.2 

4.75 

0.75a 

C 

C 

Kpv^tonp  Tax-Frpp/Kpv^tnnp 

iicjsiwiic   iriA  I  I  cc/ ( \cy o IUI IC 

6.6 

5.5 

5.1 

1,665 

19.7 

4.00b 

0.95 

C 

B 

Legg  Mason  Maryland  T-F  Inc-P/Legg  Mason 

7.7 

5.6 

5.4 

147 

16.3 

2.75 

0.59 

Limited  Term  T-E  Bond  of  America/American  Funds 

5.3 

4.8 

202 

5.2 

4.75 

0.64 

B 

D 

Lord  Abbett  Calif  T-F  Inc-A/Lord  Abbett 

6.9 

5.2 

5.5 

235 

18.7 

4.75 

0.76 

B 

D 

Lord  Abbett  Tax-Free  Inc-Conn/Lord  Abbett 

7.5 

6.1 

5.6 

118 

19.0 

4.75 

0.41 

Lord  Abbe-*!  T-F  Inc-Florida-A/Lord  Abbett 

4.6 

5.4 

167 

19.6 

4.75 

0.74a 

B 

D 

Lord  Abbett  Tax-Free  Inc-Missouri/Lord  Abbett 

7.4 

5.4 

5.5 

133 

17.4 

4.75 

0.74 

B 

D 

Lord  Abbett  Ta<  Free  Inc-Natl-A/Lord  Abbett 

7.3 

6.7 

5.5 

674 

21.7 

4.75 

0.82 

*Fund  not  in  opei  ation  v  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the 
fund,  a:  Net  of  absorption  of  expense?  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  'Includes  sister  fund  Flag  Investors  Managed  Municipal. 
Sources:  Forbes;  Upper  tratftical  Services;  Morningster,  Inc. 

Rules,  page  14b         ibutor  table,  page  233. 
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I  Performance 

Fund/distributor 

Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP  DOWN 

6/91 

last 

% 

6/30/96 

average 

sales 

expenses 

1   — markets — 

to 

12 

($mil) 

maturity 

charge 

per 

6/96 

months 

(years) 

$100 

w 

k_  ■  . 

Lehman  Brothers  municipal  bond  index 

7,8% 

6.6% 

5.6% 

ED 

'  X/ 

Forbes  municipal  bond  fund  composite 

7.3% 

5.9% 

5.4% 

$0.72 

A 

D 

1  nrd  Ahhptt  Tay-Frpo  Inr  MI/I  nrH  Ahhott 
l.uiu  huucu  idA-ricc  1  ilC — mJ/LUiU  MUUcU 

o  no/ 

6.4% 

5.5% 

$187 

24.7 

4.75% 

$0.72 

C 

D 

E  nrH  Ahhpft  TaY-Frop  Inr  MV  A/I  nrH  AhhoB 
uuiu  H'jucii.  IdA'Tlcc  1  lit. — IN  T-M/LOlU  nUUcll 

b.o 

4./ 

5.5 

327 

19.6 

4.75 

0.82 

B 

C 

Luuicidii  Dioincrnooa  iviuni  oona/iutfiersn 

~J  -J 

/./ 

6.2 

5.0 

608 

17.9 

5.00 

0.74 

C 

C 

ividii  ui.dy    IdA-rrcc  DONU-H/l>l  T  LITc 

C  A 

b.4 

5.4 

5.4 

522 

22.0 

4.50 

1.00 

B 

C 

Merrill  Lynch  Calif  Muni-D/Merrill 

7.3 

6.6 

5.5 

644 

18.7 

4.00 

0.75 

A 

F 

Merrill  Lynch  Florida  Muni-D/Merrill 

6.8 

5.5 

5.2 

286 

NA 

4.00 

0.78 

A 

D 

Mprrill  1  unrh  Muni   InciiroH  n/Mornll 
iviciiiii  LyiiLII  IVI U 1 1 1 — INaUrcQ-U/IVIciTIII 

7  9 

l.i 

£  9 

b.o 

5.4 

2,368 

20.0 

4.00 

0.68 

F 

A+ 

Mprrill  1  unrh  Muni  1  +H  Mra+nritu  n/Mcimli 
iviciiiii  L.JIIUH  ivi ui ii — Liu  ividiuriiy-u/iviciiiii 

A  £ 

4.0 

9  C 

0.0 

9  7 
i.l 

504 

1.9 

1.00 

0.51 

B 

D 

Mprrill  1  unrh  Muni  Matirmal  n/Murnll 
iviciiiii  LjliLII  IVIUNI— lidllQlldl-U/ IvIclTIII 

7  7 
/./ 

C  7 

b./ 

C  7 

□  ./ 

1,440 

19.0 

4.00 

0.81 

D 

B 

Mprrill   1  linrh  Mlini   1  ntarmoH  Tarm  ft/Marrill 

iviciiiii  Lyiiuii  iviuiii  inicimcQ  icrm-u/fvierriii 

C  £ 

b.b 

4.0 

4.9 

221 

11.5 

1.00 

0.90 

C 

D 

Merrill  Lynch  NJ  Muni  Bond-D/Memll 

6.7 

4.8 

5.3 

193 

NA 

4.00 

0.81 

C 

D 

Merrill  Lynch  NY  Muni  Bond-D/Merrili 

6.9 

5.9 

5.3 

555 

21.8 

4.00 

0.76 

B 

C 

Mprrill  1  unrh  Ponn  Miini  R  r»r»  H  rWMnrrill 

iviciiiii  LyiiLii  rciin  ivi u n i  Donu-u/ivierriii 

7  0 

/.y 

D.O 

b.4 

1  £1 

152 

NA 

4.00 

0.85 

MF^  Arlfancac  Munirinal  RnnH  A/MPQ 
iviro  nirvdiiodo  iviuniuudi  DUiiu~H/iviro 

D.O 

D.l 

1  7  1 
1/1 

10/1 

lo.4 

A  7  £ 

4./b 

f\  no 

C 

C 

MF^  P^lifrirnia  Mnnirinal  RnnH  A/fWIPQ 
IVIrO  L-dlllUIIMd  IVIUlllCipdl  DUNU-M/ IVIr  o 

7  1 
1 A 

D.D 

901 

zyi 

17  7 
1/./ 

A  1  £ 

4,/b 

n  cn« 

O.osa 

MF^  FlnriH^  Miinirinal  RnnH  A/MF^ 
ivi  r  o  nui  iua  iviuniLipdi  dui  iu-H/'vir .... 

 * 

R  Q 

£  9 
D.O 

1  H9 

10  0 

A  7£ 

4./D 

n  79^ 

U./oa 

A 

D 

MFS  Municipal  Bond-A/MFS 

7.5 

5.5 

5.4 

1,988 

19.7 

4.75 

0.61 

D 

A 

MFS  Municipal  High  Income-A/MFS 

7.1 

5.0 

7.0 

1,023 

23.8 

t 

0.93 

iviufgdii  uicfiicii  iviuni  Donu/iviorgan  uicnicii 

 * 

7  1 
l.i 

£  C 

D.b 

990 

lb.1 

none 

n  £  £  n 

U.bba 

B 

D 

iNdiionwiuc  lax-rice  incoiTic/iNaTionwiQe 

7  n 
/.U 

D.<5 

£  1 

D.l 

9C 1 

1Q7 

19./ 

b.UUb 

n  nc 

0.9b 

B 

C 

incw  Lngianu  iviass  i-r  incorne-M/iiew  Lngiana 

7  9 

b.D 

£  A 
D.4 

191 
ill 

9H  Q 

A  9£ 

4.1b 

n  Q£ 

B 

D 

iNcw  LngianQ  iviuni  income-M  /New  tngfanQ 

7  9 

C  9 

b./i 

£  £ 

D.D 

lb)4 

99  0 

A  £0 

4.bU 

n  09 

Northern  Funds-lntermed  Tax-Exempt/Sunstone 

 ★ 

4.0 

4.0 

248 

5.6 

none 

0.85a 

Northern  Funds-Tax-Exempt/Sunstone 

 * 

6.2 

4.6 

126 

13.6 

none 

0.85a 

A 

D 

muvccii  udiii  iiibuicu  rr  Vdiuc-H/iiuvccii 

7  fi 

D.O 

J.U 

L  10 

93  fl 

L  J.O 

A  Cft 
4.  jU 

ft  Q7q 

u.y/a 

C 

B 

NUvccll  l*dlll   1-r  VdlUc-M/liUvccH 

7  n 

7  n 

R  9 

J.L 

99  n 

/l  £ft 
4.  DU 

ft  Qfia 

u.yoa 

A 

D 

Mi  u/oan  InciiroH  Muni  RnnH  A/Nnwoon 

o.U 

0.1 

c  1 
D.l 

7R/1 

99  £i 

/l  £fl 

ft  Ql  ci 

D 

A 

Nuveen  Municipal  Bond-A/Nuveen 

7  n 

0.0 

£  9 
D.O 

0 1  1 

/I  £H 
4.DU 

u.ooa 

B 

C 

Nuveen  New  York  Insured  T-F  Value-A/Nuveen 

7.7 

5.7 

5.1 

356 

21.8 

4.50 

0.93 

C 

B 

Nuveen  New  York  T-F  Value-A/Nuveen 

8.0 

6.3 

5.3 

168 

21.4 

4.50 

0.99a 

A 

D 

• 

Nuveen  Ohio  T-F  Value-A/Nuveen 

7 

D.O 

£  9 
D.l 

1  7Q 
I/O 

9ft  9 

a  cr\ 

n  QQr. 

u.yoa 

C 

B 

Oppenheimer  Calif  Tax-Exempt-A/Oppenheimer 

7  3 

OA 

D.D 

999 

99  1 
10. 1 

/l  7£ 
1./D 

n  o£ 
u.yb 

C 

C 

Oppenheimer  New  York  Tax-Exempt-A/Oppenheimer 

7  1 
/.J 

b.u 

£  K 
D.O 

779 

9ft  7 

IX),  1 

/I  7£ 
4./D 

ft  8Q 

u.oy 

B 

D 

uppenneimer  iax-rree  Dona-M/uppcnneirncr 

7  i 

C  /J 

0.4 

£  C 
D.D 

000 

91  9 
11. 0 

A  7C 

ft  88 
U.oo 

C 

B 

uvcTidnu  express  udiii  i-r  DUiiU'H/uvciidiiu 

7  fi 
/  .0 

0.0 

c  9 

0.0 

9K.9 

17  9 

ft  7/la 

C 

B 

Pacific  Horizon-Calif  T-E  Bond/Bisys 

7.1 

6.0 

5.0 

208 

19.7 

4.50 

0.94a 

D 

B 

Pacifica  Calif  Tax  Exempt-lnvestor/Furman 

6.9 

6.3 

4.9 

148 

14.3 

4.50 

0.95a 

C 

D 

PaineWebber  California  T-F  Inc-A/PaineWebber 

6.1 

4.7 

5.2 

184 

21.0 

4.00 

0.94 

B 

D 

PaineWebber  National  T-F  Income-A/PaineWebber 

6.4 

4.1 

5.1 

416 

17.6 

4.00 

0.90 

D 

B 

Phoenix  Calif  Tax-Exempt  Bonds-A/Phoenix 

6.9 

6.3 

5.5 

117 

13.3 

4.75 

0.99 

A 

D 

Phoenix  Multi-Tax-Exempt  Bond-A/Phoenix 

7.7 

5.9 

5.4 

143 

15.3 

4.75 

0.97 

D 

A 

Pierpont  Tax-Exempt  Bond/JP  Morgan 

6.6 

4.7 

4.7 

355 

9.1 

none 

0.61 

B 

D 

Pioneer  Tax-Free  Income-A/Pioneer 

7.5 

5.5 

5.2 

452 

21.8 

4.50 

0.91 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period 

tClosed  to  new  investors.  §Oistributor  may  impose  redemption  fee  whose  proceeds  revert  to  the 

fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  New  England 

Tax-Exempt  Income. 
Sources:  Forbes;  Upper  Analytical  Services;  Mornmgstar,  Inc. 

Rules,  page  148.  Distributor  table,  page  233. 
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Annualized  total  return 
6/91  last 
to  12 
6/96  months 

Yield 

% 

Assets 
6/30/96 
($mil) 

Weighted 
average 
maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

i 

^  F, 

Lehman  Brothers  municipal  bond  index 

7.8% 

6.6% 

5.6% 

Forbes  municipal  bond  fund  composite 

7.3% 

5.9% 

5.4% 

$0.72 

B 

C 

Piper  Funds-Minnesota  T-E/Piper 

7.4% 

5.6% 

5.5% 

$129 

19.8 

4.00% 

$0.91a 

C 

c 

Premier  California  Muni  Bond-A/Dreyfus 

7.5 

6.1 

5.2 

190 

19.9 

4.50 

0.93 

B 

c 

Premier  Municipal  Bond-A/Dreyfus 

8.0 

5.2 

6.1 

584 

22.7 

4.50 

0.92 

A 

c 

Premier  New  York  Muni  Bond-A/Dreyfus 

8.2 

5.8 

5.1 

207 

21.5 

4.50 

0.94 

C 

c 

Premier  State  Muni-Conn-A/Dreyfus 

7.4 

5.8 

5.5 

358 

19.3 

4.50 

0.92 

B 

c 

Premier  State  Muni-Florida-A/Dreyfus 

7.6 

4.7 

5.4 

250 

22.0 

4.50 

0.91 

C 

B 

Premier  State  Muni-Maryland-A/Dreyfus 

7.4 

6.0 

5.3 

321 

20.4 

4.50 

0.90 

B 

C 

Premier  State  Muni-Mich-A/Dreyfus 

8.2 

6.2 

5.4 

185 

20.4 

4.50 

0.93 

C 

B 

Premier  State  Muni-Minn-A/Dreyfus 

7.4 

5.4 

5.5 

163 

19.5 

4.50 

0.90 

C 

B 

Premier  State  Muni-Ohio-A/Dreyfus 

7.7 

6.1 

5.6 

296 

19.5 

4.50 

0.89 

B 

C 

Premier  State  Muni-Penn-A/Dreyfus 

8.1 

6.3 

5.4 

286 

20.0 

4.50 

0.92 

C 

B 

T  Rowe  Price  Calif  T-F  Bond/Price 

7.7 

7.5 

5.3 

146 

17.8 

none 

0.63 

C 

C 

T  Rowe  Price  Maryland  T-F  Bond/Price 

7.5 

6.1 

5.5 

779 

16.5 

none 

0.54 

C 

B 

T  Rowe  Price  New  York  T-F  Bond/Price 

8.0 

6.7 

5.4 

132 

18.2 

none 

0.65a 

C 

A 

T  Rowe  Price  T-F  High  Yield/Price 

7.9 

6.5 

6.0 

986 

20.0 

none 

0.75 

A 

D 

T  Rowe  Price  T-F  Income/Price 

7.8 

6.2 

5.5 

1,340 

18.1 

none 

0.59 

F 

A+ 

T  Rowe  Price  T-F  Short-Intermediate/Price 

5.2 

4.2 

4.4 

435 

3.6 

none 

0.57 

B 

C 

T  Rowe  Price  Virginia  T-F  Bond/Price 

7.8 

7.0 

5.2 

179 

17.7 

none 

0.65a 

B 

D 

Princor  Tax-Exempt  Bond-A/Princor 

7.5 

7.0 

5.4 

187 

19.8 

4.75 

0.79 

D 

B 

Prudential  Calif  Muni-Calif-A/Prudential 

7.3 

5.8 

5.7 

161 

16.2 

3.00 

0.76a 

C 

A 

Prudential  Calif  Muni-Income-A/Prudential 

8.6 

7.3 

6.1 

194 

19.4 

3.00 

0.39a 

C 

B 

Prudential  Muni  Bond-High  Yield-A/Prudential 

7.7 

6.3 

6.7 

1,028 

19.4 

3.00 

0.64a 

B 

D 

Prudential  Muni  Bond-lnsured-A/Prudential 

7.2 

5.8 

5.3 

575 

18.0 

3.00 

0.68a 

A 

D 

Prudential  Muni  Ser-Florida-A/Prudential 

7.8 

7.0 

5.7 

127 

20.3 

3.00 

0.30a 

B 

C 

Prudential  Muni  Ser-New  Jersey-A/Prudential 

7.3 

5.8 

5.3 

271 

18.1 

3.00 

0.62 

C 

C 

Prudential  Muni  Ser-New  York-A/Prudential 

7.7 

5.6 

5.4 

309 

8.5 

3.00 

0.68a 

C 

c 

Prudential  Muni  Ser-Ohio-A/Prudential 

7.2 

5.5 

5.4 

102 

17.0 

3.00 

0.78a 

B 

c 

Prudential  Muni  Ser-Penn-A/Prudential 

7.6 

6.2 

5.6 

242 

18.0 

3.00 

0.76a 

B 

D 

Prudential  Natl  Municipals-A/Prudential 

7.4 

5.4 

5.4 

690 

19.5 

3.00 

0.75 

C 

C 

Putnam  Arizona  T-E  Income-A/Putnam 

7.0 

5.8 

5.3 

151 

NA 

4.75 

0.93 

B 

C 

Putnam  Calif  T-E  Income-A/Putnam 

7.7 

7.0 

6.2 

3,635 

22.2 

4.75 

0.74 

B 

D 

Putnam  Florida  T-E  Income-A/Putnam 

7.3 

5.7 

5.4 

302 

20.8 

4.75 

0.91 

B 

B 

Putnam  Mass  T-E  Income-A/Putnam 

8.0 

7.0 

5.9 

331 

21.5 

4.75 

0.89 

C 

B 

Putnam  Michigan  T-E  Income-A'/Putnam 

7.3 

6.3 

5.5 

170 

20.7 

4.75 

0.95 

D 

B 

Putnam  Minn  Tax  Exempt  Inc-AVPutnam 

6.4 

5.9 

5.3 

128 

18.3 

4.75 

0.99 

B 

B 

Putnam  Municipal  Income-A/Putnam 

'  7.9 

6.0 

5.9 

1,300 

19.6 

4.75 

0.95 

B 

D 

Putnam  New  Jersey  T-E  Income-A/Putnam 

7  1 

5.5 

5.5 

303 

20.5 

4.75 

0.95 

A 

D 

Putnam  New  York  T-E  Income-A/Putnam 

7.6 

5.7 

6.0 

2,096 

19.8 

4.75 

0.78 

D 

A 

Putnam  New  York  T-E  Oppors-A/Putnam 

7.3 

6.6 

5.7 

212 

19.7 

4.75 

1.00 

D 

B 

Putnam  Ohio  T-E  Income-AVPutnam 

7.0 

5.5 

5.5 

230 

17.9 

4.75 

0.93 

C 

B 

Putnam  Pennsylvania  T-E  Income-A/Putnam 

7.9 

6.1 

5.6 

251 

19.4 

4.75 

0.84 

A 

F 

Putnam  Tax-Exempt  Income-A/Putnam 

7.6 

5.6 

5.7 

2,415 

21.5 

4.75 

0.78 

C 

B 

Putnam  Tax-Free  Income-Hi  Yield-A/Putnam 

7.7 

5.7 

6.4 

1,973 

21.4 

4.75 

0.87 

n  operation  or  did  not  meet  asset  minimum  for  full  period.  §Oistributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption  of 
expenses  t ,  \  J  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor.  NA:  Not  applicable  or  not  available.  Reflects  performance  of  Putnam  Michigan 
Tax-Exemp  32  merger.  Reflects  performance  of  Putnam  Minnesota  Tax-Exempt  I  prior  to  3/92  merger.  'Reflects  performance  of  Putnam  Ohio  Tax-Exempt  I 

prior  to  3/9,: 

Sources:  Forbes,  Upper  Analytical  Services;  Morningstar,  Inc. 
Rules,  page  tributor  table,  page  233. 
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O  R  L  D 


B  U  S  I  N  E  S 


S 


CLASS 


Imagine  the  perfect  space... 


More 
personal  space 
to  more  places 
worldwide 
than  any 
other  airline. 


'  Osaka 


United  States 


■  Shin  Takamatsu 
Architect 
Kyoto,  Japan 


Architecture  is  like  calligraphy. 
The  power  isn't  in  the  structure, 
it's  in  the  space  around  it. 

Which  is  why  I  appreciate  the 
space  in  World  Business  Class". 

On  Northwest  Airlines,  space 
has  a  very  simple  and  direct 
relationship  to  the  human  body. 
It  feels  like  it's  spreading  out... 
stretching  out  toward  the  sky. 

Normally  I  can't  sleep  on 
airplanes,  but  in  World  Business 
Class  I  sleep  very  well. 

Architects  earn  a  living  by 
sitting  in  small  chairs  10  hours  at 
a  time.  So  compared  to  working, 
flying  has  become  a  pleasure! 


©1996  Northwest  Airlines.  Inc. 

Northwest  recycles  enough  paper  products  in  one  year  to  fill  43  747's.  O 


® 


NORTHWEST 


AIRLINES 


3 


8  0  0 


4  4  7 


4   7   4  7 


Annualized  total  return 
6/91  last 
to  12 
6/96  months 

Yield 

% 

Assets 
6/30/96 
($mil) 

Weighted 
average 

maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

1 

Lehman  Brothers  municipal  bond  index 
Forbes  municipal  bond  fund  composite 

7.8% 
7.3% 

6.6% 
5.9% 

5.6% 
5.4% 

$0.72 

B 

D 

Putnam  Tax-Free  Income-lnsured-A/Putnam 

6.9% 

5.8% 

5.4% 

$554 

20.4 

4.75% 

$0.89 

D 

A 

Ranson  Managed-Kansas  Muni/ND 

7.1 

5.8 

5.2 

133 

19.6 

4.25 

0.80a 

B 

B 

Rochester  Fund  Municipals/Oppenheimer 

8.0 

5.9 

6.2 

2,159 

22.0 

4.00 

0.77 

Rochester  Limited-Term  NY  Muni-A/Oppenheimer 

5.3 

5.5 

635 

11.6 

2.00 

0.86 

A+ 

F 

Safeco  Municipal  Bond/Safeco 

7.8 

6.8 

5.5 

479 

22.0 

none 

0.54 

Schwab  Calif  Long-Term  Tax-Free/Schwab 

 * 

7.4 

5.4 

102 

19.0 

none 

0.49a 

A 

D 

Scudder  Calif  Tax-Free/Scudder 

7.9 

62 

4.9 

287 

13.1 

none 

0.77 

A 

D 

Scudder  High  Yield  Tax-Free/Scudder 

7.9 

5.7 

5.8 

288 

16.7 

none 

0.80a 

Scudder  Limited  Term  Tax  Free/Scudder 

 * 

4.3 

4.6 

122 

4.3 

none 

0.75a 

A 

D 

Scudder  Managed  Muni  Bonds/Scudder 

7.7 

6.4 

5.3 

738 

10.9 

none 

0.63 

A+ 

D 

Scudder  Massachusetts  Tax-Free/Scudder 

10.3 

6.8 

5.3 

316 

14.3 

none 

0.75 

D 

A 

Scudder  Medium  Term  Tax-Free/Scudder 

7.3 

5.2 

4.8 

670 

7.2 

none 

0.70a 

A 

D 

Scudder  NY  Tax-Free/Scudder 

7.9 

5.4 

5.0 

185 

12.0 

none 

0.82 

c 

B 

Seligman  Tax-Exempt-Mass-A/Sehgman 

7.4 

5.8 

5.3 

113 

20.9 

4.75 

0.83 

c 

c 

Seligman  Tax-Exempt-Michigan-A/Seligman 

7.4 

5.9 

5.3 

149 

20.0 

4.75 

0.80 

D 

A 

Seligman  Tax-Exempt-Minnesota-A/Seligman 

6.6 

3.8 

5.6 

129 

15.9 

4.75 

0.82 

A+ 

F 

Seligman  Tax-Exempt-National-A/Seligman 

7.1 

6.6 

5.2 

102 

25.9 

4.75 

0.82 

C 

C 

Seligman  Tax-Exempt-Ohio-A/Seligman 

7.1 

5.6 

5.4 

164 

17.4 

4.75 

0.80 

B 

D 

Seligman  Tax-Exempt-SC-A/Seligman 

7.1 

6.6 

5.2 

111 

18.1 

4.75 

0.81 

c 

c 

Sentinel  Tax-Free  Income-A/Sentinel 

7.3 

5.4 

5.0 

101 

12.8 

4.00 

0.96 

c 

B 

Sierra-Calif  Municipal-A/Gt  Western 

7.1 

6.4 

5.6 

392 

20.6 

4.50 

0.93a 

D 

A+ 

SIT  Tax-Free  Income/SIT 

7.2 

6.7 

5.7 

275 

16.1 

none 

0.80 

A 

C 

SB  Calif  Munis-A/Smith  Barney 

8.5 

8.2 

5.4 

734 

19.5 

4.00 

0.76 

A+ 

C 

SB  Managed  Munis-A/Smith  Barney 

9.8 

6.6 

5.8 

2,701 

19.5 

4.00 

0.70 

B 

C 

SB  Muni-Florida-A/Smith  Barney 

8.2 

7.0 

5.6 

165 

21.3 

4.00 

0.70 

F 

A+ 

SB  Muni-Ltd  Term-A/Smith  Barney 

6.5 

5.2 

5.4 

299 

6.2 

2.00 

0.75 

B 

B 

SB  Muni-National-A/Smith  Barney 

8.2 

6.8 

5.9 

397 

21.3 

4.00 

0.70 

B 

B 

SB  Muni-New  York-A/Smith  Barney 

8.4 

6.9 

5.6 

727 

22.9 

4.00 

0.72 

B 

D 

SB  New  Jersey  Munis-A/Smith  Barney 

7.6 

5.9 

5.4 

216 

20.5 

4.00 

0.84 

C 

B 

SB  Tax-Exempt  Income-A/Smith  Barney 

7.2 

6.0 

5.9 

888 

22.3 

4.00 

0.84 

B 

C 

Spartan  Calif  Muni  Income'/Fidelity 

7.4 

7.3 

5.5 

394 

16.8 

none 

0.54 

B 

D 

Spartan  Connecticut  Muni  IncomeVFidelity 

7.3 

6.4 

5.3 

332 

14.2 

none 

0.55 

Spartan  Florida  Muni  Income/Fidelity 

 * 

6.6 

5.1 

390 

13.9 

none 

0.55 

Spartan  Intermediate  Muni  Income/Fidelity 

 * 

6.3 

4.8 

215 

8.0 

none 

0.45a 

B 

D 

Spartan  Muni  Income  Fund/Fidelity 

7.6 

6.9 

5.3 

543 

13.6 

none 

0.53a 

B 

C 

Spartan  New  Jersey  Muni  IncomeVFidelity 

7.4 

5.5 

5.4 

352 

14.9 

none 

0.55 

B 

C 

Spartan  New  York  Muni  IncomeVFidelity 

7.9 

6.7 

5.2 

308 

15.2 

none 

0.54a 

B 

C 

Spartan  Pennsylvania  Muni  IncomeVFidelity 

8.0 

6.2 

5.3 

273 

12.9 

none 

0.55 

F 

A+ 

Spartan  Short-lntermed  Muni  Income/Fidelity 

5.5 

4.6 

4.2 

758 

3.4 

none 

0.54a 

Stagecoach  Calif  T-F  Bond-A/Stagecoach 

 * 

6.5 

5.1 

312 

16.2 

4.50 

0.68a 

D 

B 

SteinRce  High  Yield  Municipals/Stein  Roe 

6.6 

6.9 

5.9 

283 

18.3 

none 

0.85 

D 

B 

SteinRoe  Inarmed  Municipals/Stein  Roe 

6.8 

5.5 

4.9 

205 

8.3 

none 

0.70a 

C 

C 

SteinRoe  Managed  Municipals/Stein  Roe 

7.1 

6.3 

5.5 

606 

16.9 

none 

0.72 

in  opeiatioi.  w  did  not  meet  asset  minimum  for  full  period.  §Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of 
expen.  ?  by  fund  5,  isc  b:  Includes  back-end  load  that  reverts  to  distributor  Formerly  Spartan  California  Muni  High  Yield.  -Formerly  Spartan  Connecticut 
Yield.  >fo;  merly  Spar..  Ne  i  ;ersey  Muni  High  Yield.  'Formerly  Spartan  New  York  Muni  High  Yield.  'Formerly  Spartan  Pennsylvania  Muni  High  Yield. 

Sources:  Forbes;  Lippe,  "oa/. > ;ai  Services;  Morningstar,  Inc. 


absorption  of 
Muni  High 


Rules,  page  148.  Distributor  table,  page  233. 
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Performance 
UP  DOWN 
—markets — 

Fund/distributor 

Annualized  total  return 
6/91  last 
to  12 
6/96  months 

Yield 

% 

Assets 
6/30/96 
($mil) 

Weighted 
average 

maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

1 

Lehman  Brothers  municipal  bond  index 

7.8% 

6.6% 

5.6% 

M 

1  \  jr 

Forbes  municipal  bond  fund  composite 

7.3% 

5.9% 

5.4% 

$0.72 

Strong  Hifh  Yield  Muni  RnnH/^trnna 

ssuuiig  i  ngil    I  iciu  IVIUIII  DUIlU/OUUHg 

A   1  0/ 

•\.l/o 

7.1% 

$227 

16.4 

none 

$0.70 

c 

c 

Strong  Munirinal  RnnnVstrnna 

7  QO/ 

J.l 

5.5 

222 

15.4 

none 

0.85 

Strong  Short-Tprm  Muni  RnnHA\trnna 

c  0 
3.11 

b.U 

133 

3.0 

none 

0.76 

c 

B 

TaX-ExPmnt  Rnnri  FlinH  nf  Amorira/flmoriran  Fnnrlc 
ioa  uaciiiui  uuiiu  ruilU  ul  HIllcTILd/nlllcMLdll  rUllUS 

7  C 
/.0 

b.j 

r  r 

3.0 

1,475 

11.3 

4.75% 

0.66 

D 

A 

Tax-Exempt  Fund  of  California/American  Funds 

7.7 

6.4 

5.3 

252 

11.2 

4.75 

0.73 

D 

B 

Tax-Free  Fund  of  Colorado-A/Aquila 

7.1 

5.3 

5.2 

213 

9.7 

4.00 

0.63a 

D 

B 

Tax-Frpp  TriKt  nf  Ari7nna-A/Aniiila 

ioa  I  i  cc  iiuoi  Ul  Ml  liUI  Id  rl/nl]  U  lid 

7 1 
1.1 

0.3 

b.o 

16.1 

4.00 

0.72 

D 

B 

Tax-FrPP  TriKt  nf  nrpann-A/Annila 

ioa  I  ICC   II  L«ol  Ul  UlCeUII  H/HUUltd 

J.J 

30j 

15.1 

4.00 

0.72 

Thornhlifg  IntprmpHiafp  Natinnal-A/Thnrnhiiro 
■  i  iui  i  iuui  g  1 1  lici  ll  iCUlalc  MdLIUI  id  1  M7  1 1  IU!  1 1 UUI  g 

 * 

t  7 

3./ 

3.1! 

1 A  C 

7.7 

3.50 

1.00a 

F 

A+ 

ThnrnhllTP  IntprmpH  Mpa  Movirn.A/Thnrnhiirrc 
i  iiumuuig  unci  illcu  ItCW  IVIcaILU  H/  1  1 IUI 1  f  U  U I  g, 

C  8 

0.0 

yi  c 
4.0 

A  0 

4  ii 

132 

6.8 

3.50 

1.00a 

F 

A+ 

Thornburg  Limited  Term  National-A/Thornburg 

6.0 

4.6 

4.7 

925 

3.5 

2.50 

0.96 

A+ 

F 

United  Municipal  Bond/Waddell 

8.6 

7.5 

5.3 

995 

18.3 

4.25 

0.69 

c 

A 

UnifpH  Munirinal  Mioh  Inrnmo/W^HHoll 

\J  1 II ICU  IVI  Ul  l  iv.  1  \Ja  i  n  Igl  I  1 1  null  lc/  VVdUUcI  I 

9  8 
0.0 

7  q 

b.D 

00 1 

00  0 
ll.i 

4.25 

0.81 

B 

D 

USAA  Tax-Fxpmnt-falif  Rnnri/IISAA 

\jsjnn    i OA  L.ACIIIUL    v^all!  UUIIU/uonn 

7  fi 
/  .0 

9  /I 
0.4 

7 
3/ 

on  q 
zu.B 

none 

n  a  0 

D 

B 

USAA  Tax-Expmnt-lntprmpHiatp/IKAA 

«            ioa  laci  i  iui   ill  lci  1 1  ICU  laic.  U  Or\r\ 

7  7 

1 .0 

K  9 
Dx 

3.0 

1  fifiyl 
1,034 

0  9 
y.t 

none 

fi  00 

U.oo 

B 

D 

USAA  Tax-Fxpmnt-I  nno-Tprm/IKAA 

\J  Jnn    IOA   L.ACIIILJI    LUIIg  iCllll/UOnn 

7  A 

fi  7 
0./ 

k  n 
o.u 

1  QAQ 
1,848 

99  9 
Li.L 

none 

fi  0 1 
U.3/ 

F 

A+ 

USAA  Tax-Exempt-Short-Term/USAA 

5.2 

5.2 

4.7 

762 

3.0 

none 

0.42 

B 

C 

USAA  Tax-Exempt-Virginia  Bond/USAA 

7.7 

6.6 

5.8 

269 

18.3 

none 

0.48 

B 

D 

ValiiP  1  inp  Tay-Fypmnt— Miah  YipIH/V^Iiip  1  inp 

vaiuc  liiic   laA  i_AClll|Jl   nigll   llclU/ Value  Llllc 

c  q 

O.J 

o.u 

R  9 
j.d 

1  8  9 
18.il 

none 

fi  C9 

VanpijarH  Palif  T-F— InctiroH  IntA/anonarri 
vai iguaiu  \*a\\\   1  "r~n loUI cu  IIIL/VdligUdfu 

O.J 

J.U 

971 
L 1 1 

C  fi 
0.3 

none 

fi  91 
V.ii 

A+ 

VanoiiarH  Palif  T-F—lncnroH  1  _TA/anniiarri 
vai  Kiiai u  v^ai 1 1   i  r   1 1  loui cu  u  1  /  v d  1 1  gUa  1 U 

9  1 
0  1 

7  ^ 

/.J 

j.j 

QQ9 

1  8  Q 

18. y 

none 

fi  9fi 

UYU 

Van ci larH  FlnriHa  Tav-FrooA/a n oi i a rrl 

Vol  IgUal  U  1  IUI  IUd    IdATlCC/  Vd  1  IgUa  1  u 

 * 

7  1 

J. 6 

Afi9 
40Z 

lo.Z 

none 

fi  9fi 

U.iiU 

A+ 

D 

Vanguard  Muni  Bond-High  Yield/Vanguard 

8.6 

7.0 

5.7 

1,964 

13.3 

none 

0.21 

A+ 

F 

Vanguard  Muni  Bond-Insured  L-T/Vanguard 

8.2 

6.8 

5.5 

1,946 

18.3 

none 

0.20 

D 

R 
u 

Van  oi  larH  Mi  mi  RnnH— 1  ntor  moH  A/a  n  en  la  rH 

Vdl  IgUdl  U  IVIUIII   DUI  IU    1  i  llCl 1 IICU/  Vd  1  IgUd  1  u 

7  fi 
/  .0 

j.j 

R  9 

J.i 

0,0  JO 

7  9 
1.0 

none 

n  9n 

V.LVJ 

p 

MX 

VanaiiarH  Muni  RnnH   1  TormA/anfTiiarH 
VdllgUdlU  IVIUIII  DUIIU- LIU  IciIll/VallgUdlU 

J.J 

/1  n 

1  7^R 

1,/ JO 

9  1 
j.  1 

none 

(\  91 

Ht 

C 

r 

V/a  no  i 1 a rH  fJ\ 1 1  n  i  RnnH   1  nna  Tor  m  A/ a n n 1 1 a riH 
VdllgUdlU  IVIUIII  DUIIU- LUIIg-  IcTlTI/  VdllgUdlU 

O.J 

7  A 
/  .4 

j.j 

1  1  on 

1,  iUU 

1 9  n 
10. u 

none 

n  91 

c 

r 

Ax 
M+ 

\/a  ncri  i  arH  M  iini  RnnH   Q  TA/QnmiQrrl 
VdllgUdlU  IVIUIII  DUNU— O- 1  /  VdllgUdl  U 

0,0 

1/111 
1,41  i 

1  9 
i.j 

none 

n  9A 

A 

D 

Vanguard  NJ  Tax-Free-Insured  L-T/Vanguard 

7.8 

6.0 

5.4 

803 

10.8 

none 

0.21 

A 

C 

Vanguard  New  York  Tax-Free/Vanguard 

8.1 

6.5 

5.4 

890 

15.9 

none 

0.22 

n 

VanaiiarH  Ohin  Tav  Froo  Inciirprl  1  -TA/anonarH 

vdiigudiu  wiiiu  idA  rice  inouicu  l~  i  /  vdiigudiu 

7  P 

fi  A 
0.4 

j  .4 

9fld 

£U4 

1  fi  n 

I  o.u 

none 

n  91 

A 
M 

r 
\. 

VanaiiarH  Ponn  Tav.Froo   InciiroH  1  _TA/anonarH 
VdllgUdlU  rcilll  ldA-rrcc-~llloUicU  L- 1  /  VdllgudlU 

8  1 
0.1 

R  8 
0.0 

3.0 

1  fisn 

1 ,30U 

Id  8 
14.0 

none 

n  9n 

U.ZU 

A 
H 

n 

u 

\/3nka  m  n  A  mo  r  1  n  c  1 1  ran  Ta  v  Frco  A  A/3  n  K  a  m  non 
vdfirvdilip  Miller  lilbUTcU  IdA-r  rcc-HV  Vdll  r.dinpcii 

7  1 
/  .0 

3.0 

fi  A 

3.4 

1  ?89 

18  Q 

10.  J 

A  7fi 

4.  /  3 

n  09 

U.  JL 

A 
H 

n 

u 

\/ankamn  Amor  Miini  In/*  FiinH-AA/an  kamnpn 

vdiiiAdiiiu  hiiici  iviuih  1111  ruiiU"H/vdit  r\diiipcii 

7  A 

O.J 

fi  P 

J.j 

1  ,uuo 

IP  7 

A  7fi 

4-/3 

n  pp 

n 
u 

A  i 

l/ink  amn  Amor  "Fav  Cv    Wi  VIH  Uliini  A  A/an  kimnori 

vdnrvdmp  HrncT  idX-CA— ni  tiu  iviuni-H/vdii  r\diiipeii 

8  n 
o.u 

7  ^ 
/  .0 

K  7 
0.  / 

8^0 
0  j  j 

90.  1 

L\J.  1 

A  7fi 
4.  /  J 

n  pa 

U.jo 

D 

A 

VanKamp  Amer  Tax  Free  High  Inc-A/Van  Kampen 

5.8 

6.0 

6.7 

810 

19.9 

4.75 

0.95 

B 

B 

Vista  New  York  Tax-Free  Income-A/Vista 

8.1 

6.1 

4.8 

101 

15.7 

4.50 

0.90a 

C 

B 

Voyageur  Arizona  Ins  Tax-Free-A/Voyageur 

7.8 

6.0 

5.0 

220 

16.0 

3.75 

0.69a 

B 

B 

Voyageur  Colorado  Tax-Free-A/Voyageur 

7.8 

6.4 

5.2 

369 

22.6 

3.75 

0.76a 

Voyageur  Florida  Insured  Tax-Free-A/Voyageur 

5.6 

5.2 

209 

20.7 

3.75 

0.51a 

C 

B 

Voyageur  Minnesota  Insured-A/Voyageur 

7.3 

5.3 

5.0 

297 

18.9 

3.75 

0.87a 

D 

B 

Voyageur  Minnesota  Tax-Free-A/Voyageur 

7.1 

5.4 

5.2 

441 

20.4 

3.75 

0.93 

D 

A 

Wm  Penn  Interest  Inc-Penn  T-F-A/Penn  Square 

7.2 

5.1 

5.6 

128 

10.9 

4.75 

0.85a 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors.  §Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the 
fund,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor. 

Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 
Rules,  page  148.  Distributor  table,  page  233. 
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mm&mvi 

Junk  bond  funds 


Funds  that  invest  in  lower-grade  or  nonrated  corporate 
bonds  are  driven  as  much  by  the  finances  of  the  underly- 
ing companies  as  by  interest  rate  movements.  Thus,  the 
performance  of  junk  bond  funds  falls  somewhere  between 
that  of  stock  funds  and  that  of  high-grade  bond  funds. 
Some,  like  Northeast  Investors  Trust,  shop  among  the 


shakier  junk.  Fidelity  Capital  &  Income  used  to  special- 
ize in  bankruptcies  and  near-bankruptcies,  but  now  is  run 
more  like  a  conventional  junk  bond  fund.  We  measure  the 
performance  of  junk  bond  funds  over  three  market  cycles, 
starting  Feb.  28,  1987.  Our  benchmark  for  junk  bond 
performance  is  the  Merrill  Lynch  high  yield  bond  index. 


Rising  markets 

mm 

11/30/90  to 
1/31/94 

11/30/94 
6/30/96 

Declining  markets 

2/28/87  to  1 
10/31/87  1 

2/29/88  to 
11/30/90 

1/31/94  to 
11/30/94 

Ratio  scale 
(2/28/87  =  100) 


Performance 
UP  DOWN 
—markets— 

Fund/distributor 

Annualized  total  return 
2/87  last 
to  12 
6/96  months 

Yield 

% 

Assets 
6/30/96 
($mil) 

Weighted 
average 
maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

# 

h  K 

TO 

Merrill  Lynch  high  yield  bond  index 
Forbes  junk  bond  fund  composite 

10.7% 
8.9% 

9.4% 
11.2% 

9.8% 
9.4% 

$1.05 

B 

B 

AIM  High  Yield-A/AIM 

10.5% 

11.3% 

9.9% 

$1,801 

6.1 

4.75% 

$0.96 

■C 

■B 

American  High-Income  Trust/American  Funds 

 * 

12.3 

9.1 

1,411 

5.9 

4.75 

0.89 

B 

C 

Colonial  High  Yield  Secs-A/Colonial 

9.9 

10.7 

9.1 

826 

8.2 

4.75 

1.21 

Dean  Witter  High  Income  Sees/Dean  Witter 

11.4 

10.2 

613 

NA 

4.00 

1.49 

A+ 

F 

Dean  Witter  High  Yield  Sees/Dean  Witter 

5.9 

12.5 

11.4 

456 

NA 

5.50 

0.68 

C 

C 

Delaware  Group  Delchester-A/Delaware 

8.5 

8.9 

10.2 

1,140 

6.0 

4.75 

1.04 

C 

B 

EV  Income  Fund  of  Boston/Eaton  Vance 

9.6 

10.3 

10.3 

129 

7.1 

3.75 

1.09 

D 

C 

EV  Marathon  High  Income/Eaton  Vance 

8.2 

9.3 

9.5 

532 

"  7.1 

5.00  b 

1.78 

C 

■B 

Federated  Bond  Fund-F/Federated 

 * 

6.2 

7.7 

393 

11.7 

2.00 

1.05 

A 

C 

federated  High  Income  Bond-A/Federated 

10.6 

11.2 

9.1 

892 

6.5 

4.50 

1.22a 

B 

C 

Federated  High  Yield  Trust/Federated 

9.8 

11.1 

9.5 

658 

6.5 

none 

0.88a 

A 

A 

Fio   ty  Advisor  High  Yield-A/Fidelity  Adv 

11.8 

13.4 

8.7 

1,810 

7.1 

3.50 

1.12 

two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors. 
§Distr  i  redemption  fee  whose  proceeds  revert  to  the  fund.  a.  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load 

that  reverts  to  distributor.  NA:  Not  applicable  or  not  available. 

Sources;  Forbes;  Upper  Analytical  Services;  Momingstar,  Inc. 

Rules,  pag.  :  table,  page  233. 
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Performance 
UP  DOWN 
— markets — 

Fund/distributor                                Annualized  total  return 

2/87  last 
to  12 
6/96  months 

Yield 

% 

Assets 
6/30/96 
($mi1) 

Weighted 
average 
maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

* 

Merrill  Lynch  high  yield  bond  index 
Forbes  junk  bond  fund  composite 

10.7% 
8.9% 

9.4% 
11.2% 

9.8% 
9.4% 

B 

C 

Fidelity  Capital  &  Income/Fidelity 

10.0% 

9.5% 

9.7% 

$2,176 

4.5 

none§ 

$0.98 

C 

D 

First  Investors  Fund  for  Income-A/First  Inv 

7.7 

12.1 

8.7 

420 

5.7 

6.25% 

1.18 

C 

D 

First  Investors  High  Yield-A/First  Inv 

7.2 

10.6 

9.2 

190 

6.0 

6.25 

1.45a 

■C 

■D 

Fortis  Advantage-High  Yield-A/Fortis 

— * 

7.3 

10.4 

164 

7.2 

4.50 

1.25 

B 

■C 

Franklin  Tax-Advantaged  High  Yld/Franklin 

 * 

7.1 

8.7 

226 

7.8 

4.25 

0.82 

B 

D 

Franklin's  AGE  High  Income-I/Franklm 

8.8 

9.9 

9.5 

2,235 

8.6 

4.25 

0.66 

D 

■C 

Hancock  High  Yield  Bond-A/Hancock 

 * 

15.1 

9.9 

146 

6.8 

4.50 

1.13 

A 

D 

IDS  Extra  Income-A/Amer  Express 

9.1 

14.8 

8.9 

2,457 

7.6 

5.00 

0.95 

F 

A 

Invesco  High  Yield/lnvesco 

8.3 

10.8 

9.3 

351 

7.9 

none 

1.07a 

A 

C 

Kemper  High  Yield-A/Kemper 

10.3 

11.2 

9.5 

3,668 

7.6 

4.50 

0.89 

C 

D 

Keystone  High  Income  Bond  (B-4)/Keystone 

4.9 

4.6 

9.3 

608 

8.4 

4.00  b 

1.96 

A 

■D 

Keystone  Strategic  Income-A/Keystone 

* 

7.8 

8.5 

230 

10.0 

4.75 

1.30 

Legg  Mason  Inc-High  Yield-P/Legg  Mason 

 * 

15.1 

8.9 

166 

7.3 

none 

1.47 

D 

B 

Lord  Abbett  Bond  Debenture-A/Lord  Abbett 

9.3 

10.4 

9.5 

1,747 

9.1 

4.75 

0.82 

B 

■C 

Lutheran  Brotherhood  High  Yield/Lutheran 

— * 

13.0 

9.1 

661 

8.7 

5.00 

0.91 

B 

B 

MainStay-High  Yield  Corp-A/NYLife 

10.4 

14.9 

10.5 

2,033 

6.3 

4.50 

1.02 

MAS-High  Yield-lnst/MAS 

 * 

12.7 

10.1 

315 

9.5 

none 

0.49 

B 

A 

Merrill  Lynch  Corp-High  Income-D/Merrill 

10.9 

10.0 

9.4 

5,319 

7.2 

4.00 

0.76 

B 

D 

MFS  High  Income-A/MFS 

8.4 

10.7 

8.7 

901 

NA 

4.75 

1.05 

F 

A+ 

Nicholas  Income  Fund/Nicholas 

8.2 

10.2 

8.5 

168 

6.3 

none 

0.58 

C 

B 

Northeast  Investors  Trust/Northeast 

9.9 

15.4 

9.3 

1,017 

7.3 

none 

0.70 

Northstar  Advantage  High  Total  Ret-A/Northstar 

 * 

19.7 

10.1 

410 

6.8 

4.75 

1.55 

Northstar  Advantage  High  Yield-A/Northstar 

 * 

10.0 

9.9 

207 

9.9 

4.75  b 

1.02 

Offitbank-High  Yield/Offitbank 

 * 

10.3 

9.3 

623 

NA 

none 

1.05a 

■C 

■A 

Oppenheimer  Champion  Income-AVOppenheimer 

 * 

11.5 

8.9 

480 

NA 

4.75 

1.18 

D 

A 

Oppenheimer  High  Yield-A/Oppenheimer 

9.7 

12.2 

9.4 

1,360 

NA 

4.75 

1.05 

A+ 

D 

PaineWebber  High  Income-A/PameWebber 

8.6 

10.4 

10.3 

518 

7.5 

4.00 

0.93 

D 

B 

Phoenix  High  Yield-A/Phoenix 

8.6 

11.9 

9.4 

512 

8.8 

4.75 

1.18 

D 

C 

T  Rowe  Price  High  Yield/Price 

7.9 

9.1 

9.1 

1,240 

8.0 

none§ 

0.85 

D 

C 

Prudential  High  Yield-A/Prudential 

8.3 

10.9 

9.8 

3,933 

8.3 

4.00 

0.75 

A 

c 

Putnam  High  Yield  Advantage-A/Putnam 

10.2 

11.1 

10.0 

1,487 

7.2 

4.75 

1.12 

c 

p 

Putnam  High  Yield  Trust-A/Putnam 

9.7 

11.7 

9.9 

4,123 

7.3 

4.75 

0.95 

C 

A 

Seligman  High  Inc-Hi  Yld  Bond-A/Seligman 

10.5 

14.9 

9.5 

435 

8.1 

4.75 

1.24 

C 

C 

SB  Inc-High  Income-A/Smith  Barney 

8.5 

11.3 

9.8 

913 

7.4 

4.50 

1.10 

Spartan  High  Income/Fidelity 

 * 

13.6 

8.9 

1,409 

6.7 

none§ 

0.80 

B 

C 

State  St  Research  High  lnc-A7State  Street 

9.5 

12.9 

9.1 

861 

7.6 

4.50 

1.17 

C 

C 

SunAmerica  High  Income-A/SunAmerica 

8.0 

10.9 

9.6 

145 

9.6 

4.75 

1.53 

D 

D 

United  High  Income-A/Waddell 

6.7 

10.2 

8.9 

957 

NA 

5.75 

0.88 

D 

B 

United  High  Income  ll/Waddell 

8.1 

9.9 

8.7 

361 

NA 

5.75 

0.93 

D 

B 

Vanguard  Fixed  Inc-High  Yield  Corp/Vanguard 

8.7 

8.2 

9.0 

3,117 

8.7 

none§ 

0  34 

C 

D 

VanKamp  Amer  High  Inc  Corp  Bond-A/Van  Kampen7  4 

13.4 

9.5 

537 

7.2 

4.75 

1.04 

D 

C 

VanKamp  Amer  High  Yield-A/Van  Kampen 

8.0 

11.3 

9.8 

374 

7.2 

4.75 

1.31a 

■  Fund  rated  for  two  periods  only;  maximum  allowable  grade  A.  *Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period.  tClosed  to  new  investors. 
§Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund  a.  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts 
to  distributor.  NA:  Not  applicable  or  not  available,  formerly  Oppenheimer  Champion  High  Yield.  Formerly  MetLife  State  Street  High  Income-A. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
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mm  survey 

Global  bond  funds 


Global  bond  funds  offer  an  interesting  diversification. 
Early  diis  summer,  when  U.S.  bonds  were  suffering  along 
with  U.S.  stocks,  some  global  bond  funds — especially 
those  diat  own  Third  World  debt — were  gaining  in  price. 
Two  cautions:  First,  these  funds  come  with  steep  price 
tags;  expense  ratios  almost  double  the  norm  in  U.S.  bond 


funds  are  common.  Second,  the  yield  on  a  foreign  bond 
fund  is  calculated  before  devaluation  losses.  Thus,  in  most 
cases  a  juicy  yield  overstates  the  return  you  can  expect 
from  the  fund.  Market  cycles  for  our  grades  here  are 
defined  by  the  dollar-denominated  J. P.  Morgan  global 
government  bond  index  since  July  1991. 


Ratio  scale  (6/30/91  =  100) 


Performance 

Fund/distributor                                  Annualized  total  return 

Yield 

Assets 

Weighted 

Maximum 

Annual 

UP 

DOWN 

6/91 

last 

% 

6/30/96 

average 

sales 

expenses 

—markets— 

to 

12 

($mil) 

maturity 

charge 

per 

6/96 

months 

(years) 

$100 

1 

JP  Morgan  global  government  bond  index 

11.1% 

5.9% 

10.4% 

Forbes  global  bond  fund  composite 

7.5% 

10.9% 

8.1% 

$1.27 

Alliance  Global  Dollar  Govt-A/Alliance 

 * 

34.4% 

9.6% 

$114 

5.4 

4.25% 

$1.93 

D 

C 

Alliance  Multi-Market  Strategy-A/Alliance 

1.9% 

14.8 

9.2 

165 

NA 

4.25 

1.55 

Alliance  North  American  Govt  Inc-A/Alliance 

24.8 

12.9 

1.759 

11.6 

4.25 

1.51 

F 

B 

Alliance  Short-Term  Multi-Market-A/Alliance 

2.9 

12.8 

9.0 

712 

1.0 

4.25 

1.23 

Benham  European  Government  Bond/20th  Century 

4.8 

8.7 

237 

63 

none 

0.82 

B 

C 

Capital  World  Bond/American  Funds 

9.6 

6.8 

7.2 

738 

8.3 

4.75 

1.12 

D 

A 

Dean  Witter  Global  S-T  Income/Dean  Witter 

5.5 

9.1 

5.9 

86 

NA 

3.00b 

1.68 

C 

C 

Dean  Witter  World  Wide  Income/Dean  Witter 

7.0 

9.5 

9.1 

120 

7.6 

5.00b 

1.93 

D 

A 

EV  Marathon  Strategic  Income/Eaton  Vance 

5.5 

16.8 

7.6 

132 

NA 

3.00b 

2.27 

A 

C 

Federated  International  Income-A/Federated 

10.5 

6.7 

8.0 

194 

7.7 

4.50 

1.30a 

Fidelity  Advisor  Emerging  Markets-A/Fidelity  Adv 

 * 

31.2 

7.5 

69  ' 

13.8 

3.50 

1.50a 

C 

D 

Fidelity  Global  Bond/Fidelity 

4.2 

0.3 

6.0 

132 

7.1 

none 

1.16 

Fidelity  New  Markets  Income/Fidelity 

* 

33.7 

8.7 

191 

14.0 

none 

1.17 

Fidelity  S-T  World  Bond'/Fideiity 

6.6 

6.2 

98 

2.2 

none 

1.06 

C 

C 

Franklin  Global  Govt  Income-I/Franklin 

7.6 

11.2 

7.5 

140 

9.0 

4.25 

0.96 

*Fund  not  in  operation  nr  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts 
to  distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Fidelity  Short-Term  World  Income. 
Sources:  Forbes;  Uppe>  Ar    .  :al  Services;  Mormngstar,  Inc. 
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Performance 
UP  DOWN 
—markets— 

Fund/distributor                                   Annualized  total  return 

6/91  last 

7     J^.v^^.'^r              ■          ,■.      to  12 

6/96  months 

Yield 

% 

Assets 
6/30/96 
($mil) 

Weighted 
average 
maturity 
(years) 

Maximum 
sales 
charge 

Annual 
expenses 
per 
$100 

J 

JP  Morgan  global  government  bond  index 

11.1% 

5.9% 

10.4% 

Forbes  global  bond  fund  composite 

7.5% 

10.9% 

8.1% 

$1.27 

u 

D 

hranklin/lempleton  Global  Currency/Franklin 

6.3% 

-2.6% 

8.4% 

$53 

NA 

3.00% 

$1.07 

p 

D 

I 

Franklin/Templeton  Hard  Currency/Franklin 

8.5 

-9.6 

6.1 

121 

NA 

3.00 

1.21 

R 

p 
D 

Global  Government  Plus/Prudential 

10.2 

12.9 

5.4 

193 

7.3 

4.00 

1.42 

r 
v» 

p 
D 

biooai  lotal  Keturn/rrudential 

8.8 

12.4 

7.2 

319 

7.1 

4.00 

1.33 

Goldman  Sachs  Global  Ineomp-A/Gnlrfman 

in  9 

1U.0 

1  QQ 

MA 

4.bU 

1.16a 

B 

D 

GT  Global  Government  Income-A/GT  Global 

6.8 

2.6 

6.7 

454 

7.0 

4.75 

1.35 

bi  biooai  nigh  income-A/bl  blobal 

27.4 

8.8 

402 

16.9 

4.75 

1.75 

A 

A 

u 

bi  biooai  strategic  Income-A/GI  Global 

11.1 

16.2 

7.6 

503 

13.1 

4.75 

1.42 

r- 
L 

u 

Hancock  Global  Income-A/Hancock 

5.5 

4.6 

5.7 

80 

7.1 

4.50 

1.48 

A 
A 

p 
L 

ids  biobai  Bond-A/Amer  txpress 

10.7 

5.0 

6.8 

748 

11.1 

5.00 

1.28 

ISI  North  Ampriran  Govt  RnnH/ISI 

■  vi  i'Vi  ui  mi i ic i  ivai i  uuvi  uUHU/lOl 

*  fi  n 

fi  7 
O./ 

fiO 

MA 

j.UU 

1.2oa 

c 

B 

Kemper  Global  Income-A/Kern per 

7.5 

1.8 

13.1 

136 

6.6 

4.50 

1.35 

Lazard  International  Fixed  Inc/Lazard  Freres 

-0.9 

10.1 

57 

7.8 

none 

1.05a 

Legg  Mason  Global  Govt  Trust-P/Legg  Mason 

5.7 

11.7 

148 

6.4 

none 

1.87 

A 

A 
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Lord  AoDett  Global-lncome-A/Lord  Abbett 

9.2 

3.6 

7.9 

213 

10.1 

4.75 

1.04 

Merrill  Lynch  Americas  Income-D/Memll 

31.4 

9.2 

175 

13.7 

4.00 

1.60a 
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Merrill  Lvnch  Global  Invest  &  Rpt-D/Mprrill 
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Merrill  Lynch  S-T  Global  Inc-D/Merrill 

2.8 

6.3 

6.5 

321 

NA 

4.00 

1.20 

r- 
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A 

A 

Merrill  Lynch  World  Income-D/Mernll 

9.2 

10.3 

7.8 

1,362 

7.6 

4.00 

1.04 

D 
O 

D 

MrS  World  Governments-A/MFS 

8.5 

2.1 

14.4 

401 

5.7 

4.75 

1.51 

Morgan  Stanley  Worldwide  Hi-lnc-A/Morgan  Stanley 

19.6 

10.1 

96 

9.9 

4.75 

1.55 
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Offitbank-Emerging  Markets/Off itbank 

27.3 

8.0 

89 

NA 

none 
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PaineWebber  Global  Income-A/PaineWebber 

7.7 

7.8 

7.0 

987 

3.7 

4.00 

1.20 

Payden  &  Rygel  Global  Fixed  Inc-A/Payden  &  Rygel 

5.9 

9.2 

672 

6.3 

none 

0.51 

Pimco  Foreign  Fund-lnst/Pimco  Advisors 

19.7 

5.0 

204 

11.7 

none 

0.50 

Pimco  Global  Fund-lnst/Pimco  Advisors 

8.2 

5.7 

152 

NA 

none 

0.55 

A+ 

D 

T  Rowe  Price  International  Bond/Price 

11.9 

2.7 

6.3 

986 

6.8 

none 

0.90 

D 

M 

Prurlpntial  Ginhal  1  trl  Maturitx/- A'/Pru rlpnt ia  1 

4.5 

10.7 

6.6 

121 

2  fi 

3  nn 

C 

B 

Prudential  Intermed  Global  Inc-A/Prudential 

8.7 

11.1 

6.6 

182 

5.9 

3.00 

1.40 

B 

D 

Putnam  Global  Governmental  Income-A/Putnam 

7.6 

10.1 

7.2 

377 

11.4 

4.75 

1.34 

Scudder  Emerging  Markets  Income/Scudder 

34.0 

12.3 

248 

15.7 

none 

1.49a 

D 

B 

Scudder  Global  BondVScudder 

5.0 

3.2 

7.4 

241 

7.1 

none 

1.00a 
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D 

Scudder  International  Bond/Scudder 
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5.8 

none 

1.26 
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SB  World-Global  Govt-A/Smith  Barney 

 * 

8.7 

6.8 

140 

NA 

4.50 

1.36 

Standish  Global  Fixed-lncome/Standish 

12.0 

8.4 

151 

7.3 

none 

0.63a 

A 

r 

CfanH ich  Infr  1  Pivorl_lnrnmo/^tanHic:h 
OldllUloll   Mill  r  lACU  1 1 ILUII IC/ Old MUtol  1 

12.5 

14.6 

8.0 

724 

7.4 

none 

0.52 

D 

A 

SunAmerica  Diversified  Income-A/SunAmerica 

5.5 

10.9 

9.9 

115 

6.5 

4.75 

1.46 

TCW/DW  North  American  Govt  Inc/Dean  Witter 

6.4 

6.4 

419 

NA 

none 

1.59 

C 

C 

Templeton  Global  Bond-I'/Templeton 

8.4 

11.4 

6.2 

191 

6.5 

4.25 

1.18 

B 

F 

Van  Eck  Global  Income-A/Van  Eck 

6.1 

-0.3 

5.8 

90 

NA 

4.75 

1.52 

D 
B 

A+ 

C 

VanKamp  Amer  Global  Govt-A/Van  Kampen 
VanKamp  Amer  S-T  Global-A/Van  Kampen 
Warburg  Pincus  Global  Fixed  Income/Warburg 

3.9 
10.5 

4.1 
8.8 
12.1 

6.9 
7.7 
10.3 

141 
131 
102 

7.5 

1.7 
7.1 

4.75 
3.25 
none 

1.42 

1.40a 

0.95a 

*Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a.  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to 
distributor.  NA:  Not  applicable  or  not  available.  'Formerly  Prudential  Short-Term  Global-lncome-A.  Formerly  Scudder  Short-Term  Global  Income. 
'Formerly  Templeton  lncome-1. 

Sources:  Forbes;  Upper  Analytical  Services;  Mormngstar,  Inc. 
Rules,  page  148.  Distributor  table,  page  233. 
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Money  market  funds 


There's  a  blizzard  of  money  market 
funds  out  there.  How  do  you  pick 
one?  Here's  a  simple  guide: 

Tip  number  one:  Find  a  big  fund. 

Tip  number  two:  Find  a  cheap 
fund. 

Why  big?  Because  little  funds  have 
to  spread  their  overhead  costs  over  a 
smaller  asset  base.  That  means  a  high 
expense  ratio  or  an  expense  ratio 
temporarily  subsidized  by  the  spon- 
sor. The  problem  with  the  subsidy  is 
it  could  end  any  time. 

Why  cheap?  Money  market  portfo- 
lio management  is  mechanical. 
Paying  a  stiffer  management  fee 
won't  get  you  a  manager  who  can 
earn  extra  money  off  a  Treasury  bill. 

With  these  two  guidelines  in 
mind,  we  have  trimmed  the  list  of 
money  funds  down  to  a  manageable 
few.  They  have  assets  of  at  least 
$500  million  ($100  million  for 
single-state  tax-free  funds)  and 
expense  ratios  no  greater  than  0.6% 
of  assets  per  year. 

Note  what  is  absent  from  our 
evaluation  criteria:  yield.  A  fund  can 
goose  up  its  yield  by  taking  risks 
with  your  money — buying  lower- 
quality  paper  or  CDs,  or  stretching 
out  maturity  a  bit.  If  you  are  willing 
to  take  those  chances,  fine,  but  then 
the  thing  to  look  for  is  still  a  low 
expense  ratio.  That  way,  any  extra 
basis  points  of  return  captured  by 
crapshooting  goes  into  your  pocket, 
not  the  operator's. 

Tolerate  a  high  expense  ratio  only 
if  the  money  fund  provides  some 
great  convenience;  for  example,  the 
account  is  linked  to  another  broker- 
age, fund  or  bank  account  that  you 
have  chosen  for  other  reasons. 

Taxable  or  tax-exempt?  It  won't 
make  a  great  deal  of  difference. 
Most  of  the  tax  advantage  of  a  tax- 
free  money  fund  is  going  to  be  eaten 
up  in  reduced  yield.  Another  option 
is  to  own  a  mon  :y  fund  that  is  fed- 
erally taxable,  bu!  is  exempt  from 
state  tax  because  it  holds  U.S.  Trea- 
sury paper.  Beware  double-tax-free 
funds  whose  meager  tax  benefits  are 
eaten  up  by  high  expenses  ■■ 


Taxable  money  funds 

Fund/distributor  Annual 

expenses 
per  $100 


Active  Assets  Money  Trust/Dean  Witter  $0.49 


■  Benham  Capital  Preservation/20th  Century  0.51 
Benham  Prime  Money  Market/20th  Century  0.48 

■  Alex  Brown  Cash  Reserve-Treasury/Brown  0.59 

Dreyfus  Basic  Government  MM/Dreyfus  0.313 

Dreyfus  Basic  MM/Dreyfus  0.31 

Fidelity  Cash  Reserves/Fidelity  0.55 

Fidelity  Daily  Income  Trust/Fidelity  0.49 

Fidelity  US  Govt  Reserves/Fidelity  0.50a 

Kemper  Money  Market-Govt/Kemper  0.46 

Kemper  Money  Market-MM/Kemper  0.52 

Marshall  Money  Market/Federated  0.41a 

Northern  Funds-Money  Market/Sunstone  0.49a 

Pierpont  Money  Market/JP  Morgan  0.41 

T  Rowe  Price  Summit-Cash/Price  0.45 

■  T  Rowe  Price  US  Treasury  Money/Price  0.53 

Rodney  Square-MM/Rodney  Sq  0.55 

Schwab  Value  Advantage  MM/Schwab  0.40a 

Seven  Seas  Govt  MM-A/Russell  0.42 

SB  Money  Funds-Govt-A/Smith  Barney  0.60 

Spartan  Money  Market/Fidelity  0.45 

Spartan  US  Government  MM/Fidelity  0.45 

■  Spartan  US  Treasury  MM/Fidelity  0  45 
Strong  Money  Market  Fund/Strong  0.04a 

United  Services-Govt  Sees  Sav/United  0.40a 

USAA  Mutual-Money  Market/USAA  0  45a 

■  Vanguard  Admiral-US  Treas  MM/Vanguard  0.15 
Vanguard  MM  Reserves-Fed/Vanguard  0.32 

Vanguard  MM  Reserves-Prime/Vanguard  0.32 

■  Vanguard  MM  Reserves-US  Treas/Vanguard  0.32 
Vista  Cash  Management-V/Vista  0.58a 

■  Vista  100%  US  Treas  Sees  MM-V/Vista  0.58a 


■Dividend  exempt  from  state  tax  in  states  that  per- 
mit flow-through  of  U.S.  government  interest, 
a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
Sources:  Upper  Analytical  Services;  Forbes. 


Tax-free  money  funds 

Fund/distributor  Annual 

expenses 
per  $100 


Active  Assets  Tax-Free  Trust/Dean  Witter  $0.56 
Alex  Brown  Cash  Reserve-Tax-Free/Brown  0.57 
Benham  Calif  Tax-Free  MM/20th  Century  0 .52 
Benham  Calif  Tax-Free  Muni  MM/20th  Century  0.56 


Dreyfus  Basic  Muni  MM/Dreyfus  0.32s 

Dreyfus  Mass  Muni  MM/Dreyfus  0.46a 

Dreyfus  NJ  Muni  MM/Dreyfus  0.59a 

Dreyfus  NY  Muni  Cash  Mgmt-A/Dreyfus  0.20 

Fidelity  Mass  Muni-MM/Fidelity  0.60 

General  NY  Municipal  MM/Dreyfus  0.58a 

Kemper  T-F  Money/Kemper  0.40 

Nations-Tax-Exempt-Investor  A/Nations  0.30a 

Northern  Funds-Calif  Muni  MM/Sunstone  0.39a 

Northern  Funds-Municipal  MM/Sunstone  0.49a 

Pierpont  Tax-Exempt  MM/JP  Morgan  0.49 

T  Rowe  Price  Tax-Exempt  Money/Price  0.56 

Spartan  Calif  Municipal  MM/Fidelity  0.3 la 

Spartan  Connecticut  Muni  MM/Fidelity  0.50 

Spartan  Florida  MM/Fidelity  0.50 

Spartan  Mass  Municipal  MM/Fidelity  0.50 

Spartan  Muni  Money/Fidelity  0.393 

Spartan  New  Jersey  Muni  MM/Fidelity  0.3 la 

Spartan  New  York  Municipal  MM/Fidelity  0.50 

Spartan  Pennsylvania  Muni  MM/Fidelity  0.50 

Strong  Municipal  Money  Market/Strong  0.60 

USAA  Tax-Exempt-Calif  MM/USAA  0  47 

USAA  Tax-Exempt-Money  Market/USAA  0.40 

Vanguard  California  T-F-MM/Vanguard  0.20 

Vanguard  Muni  Bond-MM/Vanguard  0.22 

Vanguard  NJ  Tax-Free-MM/Vanguard  0.21 

Vanguard  Ohio  Tax-Free-MM/Vanguard  0.21 

Vanguard  Penn  Tax-Free-MM/Vanguard  0.20 
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A  New  Generation  of  Blue  Chips 


Japan's  ongoing  economic  deregulation  is  creating  new  growth  opportuni- 
ties for  small  and  medium-size  companies  in  a  variety  of  fields,  from  electron- 
ics and  housing  to  retailing,  consumer  finance  and 
fertilizers. 

Rules  and  boundaries  separating  firms  and  indus- 
tries are  being  relaxed,  making  it  easier  for  small, 
flexible  companies  to  focus  on  a  narrow  segment  of  a 
market  previously  dominated  by  large  companies. 

For  example,  changes  in  retail  store  laws  have 
ignited  a  virtual  explosion  of  new  or  expanded  dis- 
count retailers,  while  a  number  of  companies  are 
capitalizing  on  the  do-it-yourself  trend  in  housing. 
The  emphasis  on  leisure  activities  among  Japanese  is 
creating  a  boom  for  new  types  of  restaurants  and  food 
and  entertainment  providers,  while  problems  in  the 
commercial  banking  sector  have  opened  the  doors  wider  for  smaller,  non-bank 
finance  companies. 

As  a  result,  small  and  medium-size  companies,  many  of  which  have  carved 
out  very  special  niches  in  the  Japanese  market,  are  growing  at  above  average 
rates.  Sales  and  profit  growth  among  the  major  165  companies  listed  on  the 
over-the-counter  market  (OTC)  have  typically  outpaced  those  of  firms  listed  on 
the  Tokyo  Stock  Exchange  (TSE)  First  Section. 

During  the  fiscal  year  1995  that  ended  in  March  1996,  according  to 
Nomura  Research  Institute  (NRI),  these  165  firms  posted  combined  sales  of 
5.5  trillion  yen,  which  was  10%  higher  than  the  year  before,  and  combined 
ordinary  income  of  411.8  billion  yen.  In  the  1996  and  1997  fiscal  years,  sales 
are  expected  to  grow  by  11%/12%  and  8%/9%,  respectively,  with  ordinary 
income  advancing  by  16%/17%  and  12%/13%,  respectively,  over  the  same 
span. 

By  contrast,  the  373  leading  companies  on  the  TSE  recorded  a  1.3% 
increase  in  net  sales  and  an  18.5%  gain  in  ordinary  income  in  fiscal  1995, 
according  to  NRI.  In  1996,  TSE  companies  NRI  estimates  a  1.8%  decrease  in 
net  sales  and  a  7.9%  gain  in  ordinary  income,  and  a  2.6%  in  net  sales  and  4.8% 
gain  in  ordinary  income  the  following  fiscal  year. 

According  to  NRI,  strong  buying  by  foreign  and  domestic  investors  has 
helped  the  OTC  outperform  the  TSE  First  Section  since  last  April,  the  first 
month  that  Japanese  corporate  pension  funds  were  allowed  to  invest  in  the 
market.  The  Nikkei  OTC  average  grew  by  9.51%  over  a  three-month  period 
from  March  to  May  1996,  versus  a  2.88%  growth  in  the  Nikkei  225.  Overall, 
the  OTC  market  has  outpaced  the  TSE  by  a  significant  margin  on  four  occa- 
sions since  1980  and  is  expected  to  continue  outperforming  main  market 
stocks  this  year,  especially  given  growing  prospects  for  a  stronger  Japanese 
economy. 

The  recent  easing  of  requirements  for  small  and  medium-size  companies 
for  listing  on  the  OTC  has  helped  increase  the  number  of  firms  in  the  market. 

In  1995,  a  record  137  companies  registered  their  shares 
on  the  OTC,  raising  to  725  the  total  number  "of  compa- 
nies listed  in  the  market  at  the  year  end. 

NRI  estimates  the  number  of  OTC  companies  will 
reach  the  1,000  mark  by  the  year  2000  and  that  the 
aggregate  value  of  stocks  represented  will  reach  40  tril- 
lion yen,  up  from  the  present  17  trillion  yen. 

"The  increasing  number  of  OTC  companies,"  says 
one  NRI  researcher,  "will  give  investors  a  greater  variety 
of  stocks  from  which  to  choose.  Many  of  the  new  OTC 
!i  represent  fast-growing  companies  in  promising  fields  which  will 


Total  market  capitalization 
in  the  OTC  market 


nore  investors,  Japanese  and  foreign.  It's  good  for  the  economy.  It's 

good  for  the  stock  market.  And  it's  good  for  Japan." 


95/07 

•  Figures  in  January  1 994  equal  1 00 

Source  Tokyo  Stock  Exchange 

Japan  Securities  Dealers  Associate 
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Square  Co,,  Ltd.:  Playing  a  New  Role  in  Home  Video 

Game  Software 


Tomoyuki  Takechi 

President 


By  traditional  corporate  executive 
standards,  Tomoyuki  Takechi  is 
young. 
But  the  40-year-old  manager, 
who  was  elected  last  June  as  president 
and  CEO  of  Square  Co.,  Ltd.,  Japan's 
Ipremier  developer  of  video  game  soft- 
{ware,  is  typical  of  the  new  breed  of  exec- 
utive that  is  driving  development  in  the 
global  game  software  market. 
'."Development  in  this  business  moves 
|i  rapidly,"  says  Takechi,  who  rose  to 
I  Square's  top  executive  spot  from  the 
i  company's  strategic  planning  division. 
1  "New  software  and  hardware  are  evolv- 
ing rapidly,"  he  adds.  "It  requires  a  high 
j  level  of  energy  and  focus  to  keep  pace." 

During  its  brief  ten-year  existence, 
Square,  which  was  founded  in 
[September  1986,  has  become  an  indus- 
try leader  in  the  home  video  game  soft- 
ware business  with  annual  sales  of  more 
than  28  billion  yen  during  the  fiscal  year 
that  ended  last  March  and  a  string  of 
million-seller  titles  to  its  credit. 

At  the  same  time,  the  company  is 
planning  to  remake  16-bit  platform- 
i  based  games  for  the  growing  personal 
i  computer  market  in  North  America. 

In  February  1996,  Square  signed  a 
software  provider  contract  with  Sony 


Computer  Entertainment,  Inc.  (SCE) 
and  decided  to  develop  and  market 
software  for  SCE's  32-bit  home  video 
game  platform,  Playstation.  "We're  very 
optimistic  about  this  new  development 
for  the  company,"  says  Takechi.  "We 
will  release  'Final  Fantasy  VI I'  for 
Playstation  in  December  1996  and 
expect  to  sell  more  than  three  million 
titles." 

Square's  success  rests  on  its  develop- 
ment strategy  which  focuses  on  creating 
role  playing  games  (RPGs)  in  which  the 
player  is  integrated  into  the  "game"  and 
forced  to  make  decisions  based  on  expe- 
rience and  knowledge  gained  during 
play  —  and  bear  the  consequences  of 
this  success  or  failure. 

This  development  strategy  has 
proved  both  popular  and  profitable  as 
can  be  seen  by  the  increasing  popularity 
of  its  million-seller  hit  products  and 
promising  new  titles.  These  include  its 
mega-hit,  Final  Fantasy,  whose  sixth 
edition,  Final  Fantasy  VI,  sold  some  2.5 
million  titles  in  1994  alone,  and  is  cur- 
rently in  its  sixth  edition  with  more 
than  10  million  titles  shipped  in  Japan 
since  it  was  developed  in  1987 
Romancing  Sa-Ga  series,  developed  in 
1992,  with  3.4  million  titles  in  circula- 
tion; and  Seiken  Densetsu,  developed  in 
1991,  with  over  two  million  shipped. 
Two  of  Square's  newest  titles  are  doing 
well:  Chrono  Trigger,  which  sold  over 
two  million  titles  during  its  first  year 
(1995)  and  Front  Mission,  an  RPG  game 
unique  for  its  simulation  features. 

Square  spends  about  twice  as  much 
per  title  on  product  development  as 
other  software  development  houses. 
Three  out  of  four  Square  employees  are 
engaged  in  development  of  new  game 
software.  At  any  time,  as  many  as  10 
project  teams  may  be  at  work  on  new 
titles,  with  each  team  developing  a  new 
game  every  18  months  to  two  years. 
Giving  the  company  added  marketing 
muscle  is  a  new  subsidiary,  DigiCube 
Co.,  Ltd.,  established  last  February.  The 
new  company  is  expanding  Square's 
marketing  reach  through  sales  tie-ups 


Square  Co.,  Ltd. 

Address:  Arco  Tower  9F,  1-8-1  Shimomeguro,  Meguro-ku.  Tokyo  153,  Japan 
Telephone:  03-5496-7111 


Development  of  Final  Fantasy  VII  is  now  underway 


with  four  of  Japan's  major  convenience 
store  chains.  "We  also  established  a  Los 
Angeles  subsidiary  and  are  starting 
development  of  next-generation  game 
software  using  top-flight  computer 
graphic  artists  who  also  work  on 
Hollywood  movies,"  explains  Takechi. 

And  despite  some  predictions  that 
the  video  game  business  is  nearing  a 
plateau,  Takechi  believes  that  as  long  as 
games  can  be  made  intellectually  stimu- 
lating, there  will  always  be  a  market. 
"Video  and  computer  games  have 
become  a  part  of  our  global  culture,"  he 
says.  "We  see  the  global  market  for 
game  software  increasing,  not  contract- 
ing," he  adds. 


Data 


(as  of  March  31.1996) 


Net  Sales 
I  Ordinary  Income 
Net  Income 


33,029 


31,300 


25,713 


28,162 


9,100 


7,555 


8,068 


5,466 


6,061 


2,654 


3,287 


3,945 


4,021 


,600 


3/93        3/94        3/95        3/96  3/97* 

(millions  ol  yen)  ('estimate) 

Net  Income  Per  Share:  ¥12313 
Dividend  Per  Share:  ¥49 .50 
Return  on  Equity:  15  7% 


Date  of  Establishment:  September  7, 1986 

Total  Assets:  ¥34,131  million 

Number  of  Shares  Outstanding:  32,665  thousands 

Data  of  Stock-Exchange  Listing:  August  12, 1994 

Markets:  JASDAQ:  9620 

Number  of  Employees:  314 
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Japan's  New  Blue  Chips 


Ariake  Japan 


Co,,  Ltd.:  A  Pioneer  in  the  Natural 
Seasoning  Industry 


Kineo  Okada 

President 


Among  securities  analysts  who 
follow  Ariake  Japan  Co.,  Ltd.,  a 
leading  global  producer  of  natural 
food  seasonings,  the  company  is 
unofficially  referred  to  as  "the  Microsoft 
of  the  food  industry"  for  its  stable  but 
high  level  of  profitability,  achieved  by 
providing  Japanese  food  processing  and 
food  service  industries  with  seasonings 
essential  to  them. 

For  example,  some  analysts  are  pre- 
dicting that  the  company,  which  is  listed 
on  the  Second  Section  of  the  Tokyo  Stock 
Exchange,  will  enjoy  average  earnings  per 
share  growth  of  more  than  10%  over  the 
next  five  years. 

Naturally,  Ariake  president  Kineo 
Okada  welcomes  the  "Microsoft"  charac- 
terization and  confidence  in  his  compa- 
ny's growth  prospects.  But  by  nature, 
he  is  a  practical,  realistic  executive  who 
tends  to  focus  on  business  at  hand. 
And,  Okada  is  modest:  "We  simply  want 
to  further  consolidate  our  position  as 
a  pioneer  in  the  natural  seasoning 
industry." 

With  nearly  40%  of  the  market, 
Ariake  Jap         .  ady  a  leading  manu- 
facturer of  natural  seasoning  products 
using  livestock     -  dients.  About  90%  of 
its  production  is        -d  for  Japanese 
food  processors,  inch     $  instant  noodle 
manufacturers  | 1  ]  .9%         k  d  service 
industry  (30.1)   •  manu       en  of  ingre- 
dients (16%)  do--  rs 
(8.7%).  By  produv        ;e  Sc 
ken  down  into  liq:  ' 

bouillon,  Chinese  bn      and  sauce 


bases  (25%),  liquid  natural  seasonings  or 
essences  (45%),  essence  powders  (27%) 
and  other  products  (3% -4%). 

With  plants  in  America  and  China,  in 
addition  to  Japan,  Ariake  is  aggressively 
implementing  overseas  expansion  and,  as 
the  chief  executive  Okada  indicates  in  the 
following  interview,  believes  global  mar- 
kets will  loom  larger  in  the  company's 
business  future. 

What  is  your  current  business 
strategy? 

OKADA:  First,  we  are  striving  to  intensify 
our  sales  efforts.  I  am  playing  a  more 
direct  role  in  this  regard  with  the  aim  of 
further  energizing  our  high-spirited  sales 
personnel  and  boosting  the  rate  of  growth 
in  sales.  We  also  plan  to  build  a  second 
plant  in  Kyushu,  which  will  hopefully 
come  on  stream  next  year.  This  plant 
will  cost  about  4.6  billion  yen  and  give  us 
the  capability  to  produce  some  20  billion 
yen  in  goods  annually.  Although  we  are 
spending  more  on  the  plant  and  equip- 
ment this  year,  we  think  the  impact  on 
the  bottom  line  will  be  minor  and  the 
results  sufficiently  profitable  because  of 
productivity  gains  and  higher  sales. 
We  look  for  parent  sales  in  our  current 
fiscal  year  ending  March  1997  to  rise 
14%  to  reach  11.9  billion  yen,  with  ordi- 
nary income  increasing  by  9%  to  2.9 
billion  yen. 

How  are  you  reducing  costs  and  improv- 
ing production  efficiencies?  What  role  is 
automation  playing  in  your  production 
system? 


OKADA:  Many  operators  in  the  natural 
food  seasonings  industry  still  rely  on 
labor-intensive  modes  of  production.  We, 
on  the  other  hand,  became  the  first  manu 
facturer  in  the  industry  to  install  a  com- 
puter-controlled system  for  completely 
unmanned  operation.  We  have  imple- 
mented thorough  labor-saving  measures, 
improved  working  conditions  and  raised 
labor  safety  and  sanitation  standards. 
These  efforts  have  resulted  in  labor  pro- 
ductivity that  is  four  times  as  efficient  as 
that  of  other  companies. 

You  often  refer  to  your  company's 
computer-integrated  production  system. 
What  does  that  mean? 

OKADA:  Most  manufacturers  in  this  busi 
ness  separate  extraction ,  blending  and 
processing.  In  contrast,  we  have  estab- 
lished a  continuous  production  system 
that  links  these  procedures  in  one  smootl 
flow.  This  considerably  increases  opera- 
tional efficiencies,  enables  precise  quality 
control  and  reduces  costs  through  higher 
yield.  Our  Kyushu  plant  utilizes  this  com 
puter-integrated  production  system  and  i: 
the  largest  of  its  type  in  the  world. 

What  are  your  longer  term  goals? 

OKADA:  We  aim  to  become  a  totally  inte 
grated,  global  seasoning  manufacturer 
with  a  highly  automated,  efficient  produc 
tion  system  resting  on  our  operations  in 
Japan,  the  U.S.  and  China.  We  are  aiming 
at  net  sales  of  16  billion  yen  and  ordinary 
income  of  3.9  billion  yen  by  the  year 
2000. 
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Where  do  your  plants  in  China  and 
America  fit  in  with  your  global  strategy? 

OKADA:  Our  Chinese  subsidiary,  Qindao 
Ariake  Food  Stuff,  and  our  American 
operation,  Ariake  U.S.A.,  are  two  of  our 
three  main  pillars  of  operations.  Japan 
is  the  most  important  pillar  of  our 
tripolar"  policy  intended  to  help  Ariake 
Japan  maintain  an  adequate  and  stable 
supply  capacity.  Both  companies  secure 
livestock  ingredients  and  supply  them  to 
iJapan  as  raw  materials  while  they  them- 
selves produce  natural  seasonings  for  sale 
lin  the  U.S.  and  Asian  markets, 
j     We  plan  to  make  our  China  opera- 
iltions  an  important  base  for  exports  to 
i;Asia,  where  nearly  two-thirds  of  the 
iworld's  population  is  located.  Our  China 
plant  is  playing  a  considerable  role  in 
.expanding  our  presence  not  only  in  the 
livestock  extracts  market,  but  also  in  fish 
extracts  and  other  products. 

[And  what  about  Ariake  U.S.A.  ? 

OKADA:  Our  U.S.  plant,  on  the  other 
hand,  is  a  stable  source  of  long-term  sup- 
i ply  of  semi-processed  raw  materials  for  us 
ihere  in  Japan  and  a  source  of  future  vol- 
lame.  We  intend  to  build  a  sales  network 
In  the  U.S.  to  establish  a  position  in  this 
[important  market.  We  recently  purchased 
7,000  acres  in  the  state  of  New  York 
/vhere  we  plan  to  build  a  comprehensive 
'esearch  and  development  and  sales  oper- 
ition.  Initially,  we  will  spend  about  350 
nillion  yen  to  build  the  R&D  facility 
which  we  hope  will  be  opened  by  summer 
1997. 


Product  lineup 


What  role  will  this  facility 
play  in  your  company's 
immediate  future? 

OKADA:  R&D  is  the  life- 
blood  of  any  company. 
Although  we  are  con- 
structing a  new  Tokyo 
headquarters  building 
with  a  strategic  R&D 
facility  which  is  scheduled 
to  open  in  September 
1997,  finding  good  people  in  Japan  is  a 
problem.  But  there  are  plenty  in  the 
U.S.,  where  the  food  processing  technol- 
ogy is  more  advanced  than  in  Japan.  So 
we  want  to  use  this  new  U.S.  operation 
as  a  base  for  developing  new  products. 

Will  your  American  operations  be 
profitable  this  year? 

OKADA:  Our  U.S.  plant,  Ariake  U.S.A., 
reported  a  small  loss  last  year  of 
$310,000  but  will  show  a  profit  this 
year.  Our  subsidiary  has  hired  more 
sales  personnel  to  help  develop  new 
accounts  and  is  putting  in  place  a  prod- 
uct development  organization  that 
should  respond  more  quickly  to  cus- 
tomer needs. 

What  is  your  future  strategy? 

OKADA:  We  intend  to  build  on  our  base 
in  the  natural  seasoning  business  to 
expand  into  the  food  service  industry 
and  the  production  and  sale  of 
processed  foods.  We  will  do  it  in  such  a 
way  as  to  avoid  direct  competition  with 
our  customers.  In  the  food  service 
industry,  for  instance,  we  will  target 
user  segments  separately  from  hotel 
restaurants.  In  the  area  of  food  process- 
ing, we  will  be  offering  food  processors, 
who  are  our  customers,  outsourcing 
services  for  a  portion  of  their  manufac- 
turing processes.  We  expect  our  target 
market  to  grow  substantially  due  to 
both  the  projected  expansion  of  our 
core  market  and  our  moves  to  enter 
new  fields.  As  future  prospects  look 


An  extraction  line 

good  for  the  natural  seasoning  industry, 
we  aim  to  realize  higher-than-average 
growth  both  in  sales  and  profits  through 
secure  material  procurement,  stepped-up 
production  capacity  and  greater  invest- 
ment in  plant  modernization. 

What  are  your  personal  goals? 

OKADA:  I  would  like  to  see  my  company 
achieve  sales  of  more  than  20  billion  yen, 
ordinary  income  of  5  billion  yen  and 
secure  a  listing  on  the  First  Section  of  the 
Tokyo  Stock  Exchange.  These  are  defi- 
nitely my  immediate  goals. 


Data  (as  of  March  31, 1996) 

Net  Sales 
m  Ordinary  Income 


Net  Income 


8,457 


9,363       9,696  10'460 


11,900 


2,652 


2,897 


2,261 


1,789 


1,931 


980 


1,027 


1,246 


1,443 


1,590 


3/93        3/94        3/95        3/96  3/97* 

(millions  of  yen)  ('estimate) 

Net  Income  Per  Share:  ¥108.67 
Dividend  Per  Share:  ¥23.00 
Return  on  Equity:  95% 


Ariake  Japan  Co.,  Ltd 


Address:  14-14,  Shimomeguro  2-chome, 

Telephone:  03-3494-7031 

URL  http://corporateJndex.or.jp/ariake/ 


guro-ku,  Tokyo  153.  Japan 


Date  of  Establishment:  May  2, 1978 

Total  Assets:  ¥20.953  million 

Number  of  Shares  Outstanding:  13,753  inousands 

Data  of  Stock-Exchange  Listing:  September  20, 1995 

Markets:  Tokyo  Stock  Exchange  (the  Second  Section) 

Number  of  Employees:  161 
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Japan's  New  Blue  Chips 


in  n 


.,  Ltd,:  An  Independent  Path  to  Success 


Kaname  Watanabe 

President 


The  first  thing  a  visitor  notices  about 
Kaname  Watanabe  is  his  handshake: 
a  strong  grip  that  conveys  both  char- 
acter and  warmth.  It  is  the  kind  of 
friendly  but  firm  handshake  that  one  might 
expect  from  a  former  high  school  rugby 
player  and  president  of  one  of  Japan's  most 
independent-minded  fertilizer  producers. 

Watanabe's  company,  NITTO  FC  Co.,  Ltd.  is 
Japan's  largest  producer  of  superphosphate  of 
lime,  the  country's  third  largest  maker  of  blended 
fertilizers  and  ranks  fifth  in  production  of  com- 
pound fertilizers. 

It  is  also  the  industry's  most  independent- 
minded  producer  that,  despite  sluggish  domestic 
conditions  in  recent  years,  has  been  able  to 
steadily  expand  its  market  share,  thanks  to  a 
strong  and  effective  distribution  system  and  well- 
managed  production  systems. 

Over  the  years,  NITTO  FC  has  been  able  to 
develop  its  own,  unique  nationwide  network  of 
subsidiaries  through  which  it  distributes  its 
products.  Like  its  peers,  NITTO  FC  uses  trading 
companies  and  the  National  Federation  of 
Agriculture  Co-operative  Associations  (NFACA)  to 
distribute  and  sell  its  products,  but  it  is  not 
dependent  on  either  source.  About  a  third  of 
NITTO  FC's  products  are  sold  through  a  direct 
sales  route  developed  bj  its  own  sales  staff.  This 
multi-source  distribution  technique  gives  the 
company  a  competitive  edge. 


Nl 


In  addition,  NITTO  FC  is  also  engaged  in  the 
real  estate  business,  leasing  idle  properties  it 
owns,  such  as  vacated  factory  sites.  It  recently 
launched  a  new  business  as  a  major  supplier  of 
consumer  fertilizers  for  home  gardening. 

During  the  current  fiscal  year,  which  ends 
next  Sept.  30,  these  activities  are  expected  to  earn 
the  company  some  1.4  billion  yen  in  net  income 
(up  14.4%  from  the  year  before)  on  sales  12.9  bil- 
lion yen  (up  6.2%  from  the  year-ago  period.) 
These  results  were  achieved  amidst  an  industry 
plagued  by  declining  domestic  demand  due  to 
cutbacks  in  rice  production  and  suffering  from 
rising  raw  materials  costs  as  a  result  of  a  weaken- 
ing yen  and  increased  global  demand. 

"Our  financial  structure  is  solid,"  Watanabe 
says,  noting  NITTO  FC's  low  interest-bearing 
debt-equity  ratio  (9%  for  the  period  ending 
Septemberl995)  and  high  capital  stock  ratio 
(83%).  State  of  art  production  facilities  allow  the 
company  to  manufacture  varied  products  in  small 
lots  and  achieve  a  sales  recurring  profit  margin  of 
19%  for  the  same  period. 

By  the  year  2002,  when  the  company  cele- 
brates its  50th  anniversary.  Watanabe  predicts, 
"our  revenues  will  be  around  20  billion  yen,  75% 
coming  from  fertilizers,  15%  from  gardening 
supplies  and  10%  from  real  estate." 

Watanabe  entered  the  company  founded  by 
his  father  in  Nagoya  in  January,  1952  and  worked 
there  for  23  years.  Since  he  became  president  in 
December  1993,  the  47-year-old  executive  has 
devoted  his  energies  to  strengthening  NITTO 
FC's  distribution  system,  developing  new  prod- 
ucts and,  as  he  puts  it,  "contributing  to  the 
building  of  a  recycling-oriented  society  and 
environment-friendly  agriculture." 

Beside  fertilizers,  NITTO  FC  is  also  in  the 
real  estate  business.  Over  the  years,  as  older  facil- 
ities were  shut  down  or  relocated,  the  company 
found  itself  with  idle  land  that  could  be  used  for 
other  purposes.  So  NITTO  FC  began  leasing  land 
to  warehouse  operators  and  is  starting  its  own 
business  hotels.  For  example,  the  company  is 
currently  developing  land  in  Tajimi  City  for  a 
supermarket  that  will  be  leased  to  Daiei.  Inc. 

About  8%  of  NITTO 's  revenues  are  generated 
by  rental  income  from  facilities  and  land.  The 
company  has  an  inventory  of  some  900,000 
square  meters  of  land  and  142,000  square  meters 
of  floor  space  in  its  inventory.  "The  book  value  of 
this  land  and  floor  space  is  around  15  billion 


yen,"  Watanabe  says,  "but  the  market  value  is 
probably  double  that  amount." 

Under  Watanabe,  NITTO  FC  has  also  com- 
mitted itself  to  its  newest  business  of  household 
gardening. 

"We  entered  this  business  because  we  wantec 
to  spread  the  joy  of  gardening  by  utilizing  the 
experience  we  have  gained  over  the  past  four 
decades  in  the  agricultural  fertilizer  business  and 
making  this  professional  know-how  widely  avail- 
able to  the  general  public,"  he  adds. 

"We  expect  further  expansion  of  the  market 
as  Japan's  population  of  senior  citizens  continues 
to  grow  and  people  begin  to  demand  more  enjoy- 
ment from  life." 

While  Japan's  fertilizer  industry  contracts  as 
other  companies  are  forced  out  of  the  business 
due  to  rising  material  costs  and  weak  prices, 
NITTO  FC  is  expanding.  The  company  is  renovat- 
ing its  major  factory  at  a  cost  of  some  2.3  billion 
yen.  Last  October,  new  compound  fertilizer  pro- 
duction facilities  were  completed  and  other  pack- 
aging and  warehouse  facilities  are  now  under 
construction.  In  addition,  the  company  is  plan- 
ning to  purchase  land  outside  Tokyo  for  a  new 
blended  fertilizer  plant. 

"We  can  capture  market  share  as  others  go 
out  of  business,"  Watanabe  says.  "So  there  is  still 
a  potential  for  growth." 


Data  (as  of  September  30, 1995) 


Net  Sales 
■  Ordinary  Income 
Net  Income 

13,332  13,455 


12,894 

— • — 


12,176  12,940 


2,894 


1.249 


I 
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2,490 


881 


2,302 


2,140 


1.423 


1,215 


1,39 


9/94 


9/92  9/93 

(millions  of  yen) 

Net  Income  Per  Share:  ¥52 .21 
Dividend  Per  Share:  ¥12  00 
Return  on  Equity:  3  75% 


9/95  9/96* 

(•estimate) 


Co.,  Ltd 


Addr  r  a  :ho,  Minato-ku,  Nagoya  455,  Japan 

TelepL  1381 

URL  http ,         •  noex.or.jp/nitto-fc/ 


Date  of  Establishment:  January  18, 1952 
Total  Assets:  ¥40,581  million 
Number  of  Shares  Outstanding:  24,489  thousands 
Date  of  Stock-Exchange  Listing:  September  7, 1951 

Markets:  Nagoya  Stock  Exchange  (the  Second  Section| 
Number  of  Employees:  296 
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Credia  Co,,  Ltd.:  Filling  A  Niche  In  Japan's 

Consumer  Finance  Market 


Yoshinaga  Ishio 

President 

Japan's  consumer  finance  industry  is 
growing  annually  at  a  rate  of  7%. 
While  more  than  7,000  non-bank 
finance  companies  are  vying  for 
j  this  lucrative  market,  one  company, 

Credia  Co.,  Ltd.,  is  garnering  high 
I  marks  for  its  original  business  strategy 
in  a  rapidly  growing  consumer  loan 

<  environment. 

During  its  fiscal  year  that  ended  last 
March,  Credia  enjoyed  a  39%  leap  in 
:  ordinary  income  to  2.3  billion  yen  on  a 
25%  gain  in  operating  revenues  to  10.8 
billion  yen.  During  the  twelve  months 

<  ending  next  March,  Credia  is  expected  to 
show  revenue  and  ordinary  income 
growth  of  around  28%.  The  company's 

j  outstanding  loan  balance  may  increase 
I  by  22%  to  55.2  billion  yen. 

Unlike  Japan's  commercial  banks, 
i  which  continue  to  struggle  with  large 
!•  portfolios  of  bad  loans  and  are  severely 
restricted  by  government  regulations 
regarding  to  whom  and  how  much  they 
i  lend,  non-bank  institutions  like  Credia 
i  enjoy  a  thriving  business  atmosphere  by 
j  providing  a  refuge  for  individuals  who 
i  need  short-term  financing  for  their 
:  business  or  personal  needs. 

Credia  was  founded  in  1950  and 
i  began  corporate  financing  as  its  primary 


business.  In  1972,  the  company  started 
consumer  financing  operations  and  has 
steadily  expanded  its  network,  focusing 
on  its  home  territory  of  Shizuoka, 
Kanagawa  and  Aichi  prefectures. 

Within  this  atmosphere,  the 
Shizuoka-based  Credia,  which  is  one  of 
only  six  listed  consumer  finance  com- 
panies in  Japan,  has  flourished  by 
focusing  its  operations  on  specific  geo- 
graphical markets  and  by  providing  ser- 
vices or  products  that  otherwise  would 
not  be  available  from  larger  finance 
companies  or  banks. 

During  the  past  year,  the  finance 
company  introduced  a  number  of  mea- 
sures designed  to  strengthen  its  lend- 
ing business.  It  introduced  a  system 
whereby  customers  can  use  a  telephone 
to  access  on  a  24-hour  basis  the  out- 
standing balance  of  their  loans  or  apply 
for  a  loan;  established  a  new  credit  ser- 
vice, called  Olive,  just  for  women; 
changed  the  interest  for  unsecured 
loans  with  a  guarantor  from  the  single 
annual  rate  of  29.2%  to  variable  rates 
between  25.0%  and  29.2%;  extended  its 
office  hours  to  Saturdays;  and  institut- 
ed a  new  credit  rating  system  that  is 
helping  the  company  to  better  evaluate 
loan  risks. 

Credia's  strategy  for  this  year, 
according  to  company  president 
Yoshinaga  Ishio,  includes  adding  seven 
new  offices  in  the  Tokyo  metropolitan 
area;  introducing  Sunday  service  at  a 
number  of  loan  offices  in  major  cities; 
offering  automated  credit  provider 
service  in  Shizuoka  and  other  prefec- 
tures; initiating  a  next-generation  com- 
puter system  for  its  offices  to  give  staff 
easier  access  to  important  customer 
information;  and  starting  construction 
of  a  new,  eight-story  office  headquar- 
ters building  in  Shizuoka  City. 

More  impressive,  Credia  today  is 
able  to  secure  financing  from  a  large 
number  of  banks,  trust  banks,  life  and 
non-life  insurance  companies  and  other 
financial  institutions  that  years  ago 
would  have  been  unthinkable. 
Obviously,  Credia's  OTC  listing  has 


helped  its  image  and  stature  because 
today  about  57%  of  the  company's  fund- 
ing come  from  these  financial  institu- 
tions, which  is  a  14%  increase  from  the 
year  before.  In  addition,  the  costs  of  this 
financing  are  decreasing,  dropping  from 
an  average  6.18%  in  March  1995  to 
3.95%  in  March  1996. 

To  hedge  itself  against  bad  loans, 
Credia  four  years  ago  introduced 
Credia  Auto  Scoring  System  (CRASS), 
a  computerized  credit  accommodation 
system  that  has  been  put  into  place 
with  the  technological  assistance  of  the 
U.S.  firm  Fair-Isaac.  So  far,  Credia's 
ratio  of  bad  debts  has  been  kept  nearly 
2.5%,  which  means  that  its  credit  risk 
management  is  among  the  best  in  the 
industry. 

"The  consumer  finance  industry  is 
expected  to  grow  at  an  annual  rate  of 
over  7%  until  the  year  2000,"  says  Ishio. 
"We  are  confident  that  Credia  will  share 
in  this  growth,  maintaining  an  above- 
average  annual  pace  of  over  20%." 

If,  as  Shakespeare  said,  'what's  past 
is  prologue,'  then  achieving  this  growth 
rate  should  be  no  problem  for  the 
growing  consumer  loan  firm. 


Data  (as  of  March  31. 1996) 

Total  Revenue 
■  Ordinary  Income 
Net  Income 


13,857 

10,830 


3/93        3/94        3/95        3/96  3/97' 

(millions  ol  yen)  ('estimate) 

Net  Income  Per  Share:  ¥156  21 
Dividend  Per  Share:  ¥1600 
Return  on  Equity:  1 1  6% 


Date  of  Establishment:  September,  1972 

Total  Assets:  ¥50,484  million 

Number  of  Shares  Outstanding:  6,280  thousands 

Data  of  Stock-Exchange  Listing:  November  9, 1995 

Markets:  JASDAQ:  8567 

Number  of  Employees:  344 


Credia  Co.,  Ltd. 

Address:  Yamaguchi  Ekimae  Bldg  2F,  1 1  -8,  Miyuki-cho,  Shizuoka  420,  Japan 
Telephone:  054-254-0125 

URL  http://www  credia.co.jp  (August  31 , 1996  open)  
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Maruko  Co.,  Ltd.:  Changing  Perceptions  About  Feminine 

Beauty  Support  Future  Growth 


Hiroshi  Masaoka 

Chairman  (Left) 

Toyoharu  Ikeda 

President  (Right) 


Paying  attention  to  the  changing 
perceptions  among  women  about 
their  own  bodies  has  generated  a 
profitable  niche  in  the  female 
garment  business  for  Maruko  Co.,  Ltd. 

Over  the  15  years,  through  a  care- 
fully nurtured  marketing  program  and 
scrupulous  attention  to  customer  care 
and  needs,  the  Nara  prefecture-based 
company  has  become  the  leading  firm 
in  the  market  for  figure-enhancing 
undergarments. 

During  the  past  five  years,  sales  of 
body-contouring  foundation  garments, 
including  body  suits,  girdles  and 
brassieres,  have  nearly  quadrupled  to 
24.3  billions  yen  in  the  twelve  months 
that  ended  Aug.  31,  1995  from  6.3  bil- 
lion yen  in  the  fiscal  year  that  finished 
Aug.  31,  1991,  while  net  income 
increased  by  more  than  eight  times  to 
2.8  billion  yen,  from  323  million  yen 
over  the  same  fiscal  period. 

With  its  business  environment  con- 
tinuing to  improve,  Maruko  is  expected 
by  many  for  ign  and  Japanese  company 
analysts  to  generate  annual  profit 
growth  of  15%        especially  in  the 
coming  three  ;. ,        iod  Medium- 
term  earning.-  d  >wth, 
according  to  or?  ai  'I'dbeas 
high  as  15%  a  ye 

"We  expect  M  ain  the 

leading  company  ii  for  fig- 

ure enhancing  undt  .  says 
one  securities  analyst.  ;  bull- 


ish investment  stance  appears  to  be 
appropriate,  in  view  of  the  likely  expan- 
sion of  this  market." 

In  the  following  question  and 
answer  session,  Maruko  chairman 
Hiroshi  Masaoka  and  president 
Toyoharu  Ikeda  talk  about  the  reasons 
for  their  company's  success  and  its 
future  prospects. 

What  is  the  chief  factor  behind  the 
success  of  Maruko? 

MASAOKA:  First  and  foremost  is  the 
careful  attention  we  have  paid  to  our 
customers'  needs.  From  the  beginning, 
we  have  listened  to  our  customers  in  an 
effort  to  understand  their  wishes  and 
desires.  We  have  wanted  to  understand 
their  needs  and  have  dedicated  our- 
selves to  providing  them  with  the  best 
products  possible  that  will  fulfill  their 
desires.  We  not  only  appreciate  the  nat- 
ural human  desire  to  be  more  attrac- 
tive, but  actually  offer  practical  means 
for  achieving  this  goal.  What's  more,  we 
do  this  in  a  supportive  and  caring  envi- 
ronment. And  by  staying  close  to  our 
customers  and  offering  true  value  for 
their  money,  we  build  up  relationships 
based  on  trust. 

Your  unique  "salon"  sales  system, 
which  provides  specially  trained  beauty 
consultants  to  counsel  customers  and 
allows  them  to  try  on  garments  before 
purchase,  has  also  played  an  important 
role  in  Maruko's  growth,  hasn't  it? 

MASAOKA:  It  certainly  has.  It  has 
played  a  large  role  in  winning  and 
maintaining  customer  trust.  Our  cus- 
tomers can  not  only  try  on  garments 
before  purchase  but  are 
also  given  expert  advice 
and  thorough  aftercare 
after  they  buy  our  prod- 
ucts. They  can  rest 
assured  that  they  will  not 
be  pressured  to  buy  before 
they  are  completely  satis- 
fied. The  fact  that  we 
never  offer  our  specially 
processed  body-contour- 
ing foundation  garments 
at  bargain  prices  adds  to 
our  image  of  solidarity 
and  even-handedness.  Our 
customers  have  acknowl- 


edged and  rewarded  our  efforts  both  by 
their  own  patronage  and  by  recom- 
mending us  to  others. 

IKEDA:  If  I  could  add  one  thing:  an 
important  benefit  of  this  comprehensivi 
aftercare  service  program  is  the  huge 
database  of  sizes  and  statistics  it  gener- 
ates which  helps  us  develop  new  prod- 
ucts tailor-made  to  customer  needs. 

This  gives  us  a  significant  competi- 
tive edge  in  the  marketplace. 

It  also  helps  bring  customers  back  int< 
your  stores,  doesn't  it? 

IKEDA:  Yes,  it  does.  Repeat  demand 
from  customers  who  have  made  pur- 
chases in  the  past  is  a  key  factor  in  our 
current  growth  and  profitability.  We 
have  been  very  successful  in  the  past 
three  years  in  acquiring  new  customers 
most  of  whom  are  in  their  20s,  and 
repeat  demand  already  accounts  for 
about  20%-30%  of  our  total  sales. 

How  have  changing  perceptions  about 
lingerie  in  general  and  foundation 
garments  in  particular  boosted  your 
business? 

MASAOKA:  It  is  very  true  that  women' 
perceptions  of  themselves  have 
changed.  In  recent  years,  Japanese 
women  have  become  much  more  sensi 
tive  about  their  figures.  For  proof,  we 
only  have  to  look  back  at  summer  1995' 
when  the  bare  midriff  look  and  bust- 
enhancing  brassieres  were  major  hits. 
Maruko's  range  of  lingerie,  if  worn 
properly,  beautifies  the  body  line  of  an>| 
woman  and  ties  in  well  with  consumer 
needs. 
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Is  your  company  moving  beyond 
foundation  garments? 

IKEDA:  At  present  about  95%  of  our 
sales  are  generated  by  foundation  gar- 
ments. But  because  of  our  unique  exper- 
tise in  this  field,  we  are  diversifying  into 
the  lingerie  and  outerwear  fields.  Initial 
offerings  of  new  high-grade  products  in 
these  fields  are  already  being  made  at 
our  outlets  in  suburban  areas.  We 
believe  this  will  become  a  significant 
source  of  income  in  the  future. 

What  are  you  doing  to  increase  your 
customer  base,  which  currently  stands 
in  excess  of  200,000? 

IKEDA:  One  way  is  by  expanding  our 
nationwide  salon  network.  Our  basic 
strategy  is  to  add  stores  in  neighboring 
areas  once  customer  numbers  at  exist- 
ing stores  have  grown  to  a  level  where, 
in  order  to  maintain  efficient  after-sales 
service,  we  must  open  new  branches. 
Presently,  we  have  279  branches  com- 
pared with  150  outlets  five  years  ago  and 
are  opening  about  45  new  branches  a 
year.  By  1997,  we  hope  to  have  some  370 
branches  nationwide. 

In  1994,  your  company  launched  a 
new  type  of  salon  chain,  called  Palais 
de  reve,  catering  to  customers  who 
have  already  near  ideal  proportions  but 
have  more  specialized  beauty  needs. 
How  is  your  new  chain  progressing? 


IKEDA:  It  is  going  very  well.  By  the 
end  of  August  1996,  we  had  established 
seven  Palais  de  reve  outlets  and  hope  to 
add  another  20  to  the  chain  by  August 
1997.  These  outlets  are  not  only  selling 
body-shaping  undergarments  but  also 
offer  outerwear  like  suits,  jackets  and 
skirts.  Palais  de  reve  outlets  differ  from 
traditional  outlets  in  two  important 
respects.  First,  traditional  outlets  usu- 
ally involve  tenants  in  buildings  located 
in  central  city  or  downtown  areas, 
while  Palais  de  reve  stores  are  set  up  as 
kind  of  detached  palace-like  structures 
on  an  independent  lot  in  the  suburbs. 
Second,  Palais  de  reve  outlets  sell 
clothing  besides  body-shaping  lingerie. 

What  role  is  technology  playing  in 
your  company's  product  development. 

MASAOKA:  Like  companies  in  other 
industries,  we  have  found  that  new 
technologies  and  information  services 
are  playing  an  important  role  in  cater- 
ing to  the  tastes  and  needs  of  our  cus- 


tomers, particularly  those  in  their 
20s  or  30s.  We  recently  released 
foundation  garments  incorporat- 
ing a  shape-memory  alloy,  the 
first  of  its  kind  in  the  world.  We 
also  are  introducing  an  automatic 
visual  shape  assessor,  called  "Body 
Graphica,"  in  our  salons  that  can 
generate  a  three-dimensional 
image  of  a  woman's  figure  almost 
instantaneously  without  making 
physical  contact.  Extremely  accurate 
information  is  thus  attained  with  mini- 
mum of  inconvenience  to  the  customer. 

What  are  your  longer-term  goals? 

MASAOKA:  We  want  to  branch  out  into 
new  areas  of  Japan  where  the  needs  of 
women  living  there  for  body-contour- 
ing garments  are  not  being  met.  We 
also  want  to  continue  to  shift  into  new 
suburban  store  formats,  while  at  the 
same  time  increase  follow-up  sales  of 
outerwear  to  clients  who  have  succeed- 
ed with  their  body  contouring.  Our 
immediate  goal  is  to  build  a  network  of 
500  outlets  generating  50  billion  yen  in 
annual  sales. 


Data  (as  of  August  31, 1995) 

Net  Sales 
■  Ordinary  Income 
Net  Income 


13,678 


16,900 


20,262 


24,310 


29,826 


6,891 


5,762 


3,366 


1,448 


1,759 


jj  654      |  82 

8/92  8/93 

(millions  of  yen) 


1,537 


3,367 


2,764 


8/94 


8/95 


8/96* 

(•estimate) 


Net  Income  Per  Share:  ¥304  55 
Dividend  Per  Share:  V30.00 
Return  on  Equity:  28  0% 


Maruko  Co.,  Ltd. 

Address:  3-5-20  Minamiyagi-cho,  Kashihara-City,  Nara  634,  Japan 
Telephone:  07442-3-6083 


Date  of  Establishment:  April  22, 1978 

Total  Assets:  ¥19,628  million 

Number  of  Shares  Outstanding:  9,079  thousands 

Data  of  Stock-Exchange  Listing:  June  4, 1996 

Markets:  Osaka  Stock  Exchange  (the  Second  Section) 

Number  of  Employees:  2,168 
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Japan's  New  Blue  Chips 


Juel  Vcrite  Ohkubo  Co.,  Ltd.:  A  sense  of  the  market  and 

customer  needs 


Toshiharu  Ohkubo 

President  and  C.E.O.  (Left) 

Kirnio  Ohkubo 

Executive  Vice  President  (Right) 


In  1948,  Toshiharu  Ohkubo  founded  a  small 
business  in  the  Shinagawa  area  of  Tokyo, 
the  forerunner  of  today's  Juel  Verite  Ohkubo 
Co.,  Ltd.,  and  began  selling  and  repairing 
watches  and  clocks.  Like  many  of  the  small 
businesses  emerging  from  the  rubble  of  post-war 
Japan,  Ohkubo's  company  managed  to  grow 
slowly  but  steadily  over  the  next  decade. 

Then  in  1961,  Ohkubo  made  his  first  visit 
to  the  U.S.  He  wanted  to  see  first-hand  the  latest 
American  retailing  phenomenon  known  as  the 
"chain  store"  and  its  home  in  yet  another  new 
and  rapidly  growing  marketing  system  known 
as  the  suburban  "shopping  mall." 

The  visit  changed  his  life  and,  more  impor- 
tant, his  business. 

"I  learned  a  lot  and  could  see  the  potential 
for  Japan,"  Ohkubo  recalls.  "It  inspired  me  to 
begin  adopting  the  chain  store  concept  in  my 
own  business,"  he  adds. 

The  year  after  his  U.S.  visit,  Ohkubo  estab- 
lished his  first  chain  operation  in  a  suburban 
Tokyo  department  store  and  three  years  later, 
changed  his  company's  name  to  Ohkubo  Co., 
Ltd.  to  reflect  a  rapid  expansion  of  its  business 
into  jewelry.  In  fact,  its  jewelry  segment  account- 
ed for  50%  of  sales  in  the  1  60s,  vompared  with 
only  5%  during  the 

During  the  next  i  cubo  put 


what  he  had  learned  in  the  U.S.  to  work, 
establishing  specialty  jewelry  stores.  At  first  they 
were  located  in  or  near  rail/subway  centers  and 
then  they  gradually  expanded  into  the  Japanese 
suburbs,  where  the  'shopping  mall'  concept  was 
growing  in  popularity. 

Reflecting  his  management  philosophy 
which  emphasizes  "truth"  and  "sincerity"  in 
dealing  with  customers,  Ohkubo  in  1980 
decided  to  change  his  store's  name  to  "Verite" 
(truth).  And  in  1991,  he  changed  his  company's 
name  to  Juel  (jewel)  Verite  Ohkubo  and  listed 
the  renamed  firm  on  the  Second  Section  of  the 
Tokyo  Stock  Exchange. 

At  that  time,  Japan's  jewelry  market,  which 
had  been  sized  at  about  2.5  trillion  yen,  was  being 
affected  by  the  bursting  of  the  "bubble  economy" 
and  had  shrunk  to  2.2  trillion  yen.  Despite  this 
difficult  business  environment,  the  company  cur- 
rently boasts  145  retail  stores  nationwide,  which 
in  the  fiscal  year  that  ended  last  Jan.  31  sold 
some  24.3  billion  yen  worth  of  diamond  rings, 
necklaces  and  other  jewelry.  This  was  10%  more 
than  the  previous  fiscal  year,  earning  the  compa- 
ny some  576  million  yen  in  net  income,  an 
impressive  25%  jump  over  the  previous  year's 
results.  Further  increases  of  5%  and  15%  in  sales 
and  net  profits,  respectively,  are  expected  during 
the  current  fiscal  year  that  ends  next  January. 

Keys  to  the  company's  success:  a  "just  one 
price"  policy  that  eliminates  price  negotiation 
between  customer  and  sales  staff;  a  sense  of 
the  market  and  customer  needs  that  results  in 
the  development  of  new  items  which  reflect 
changing  consumer  tastes  and  preferences;  and, 
an  effective  customer  satisfaction  program  that 
emphasizes  thorough  staff  training,  enabling 
sales  employees  to  offer  appropriate  and  reliable 
advice  to  customers. 

"Dedicated  staff  training  is  the  bedrock  of 
our  sales  effort,"  the  82-year-old  CEO  explains. 
"We  are  always  thinking  about  how  we  can 
improve  our  service  and  give  our  customers 
greater  satisfaction  and  value,"  he  adds. 

"So  we  emphasize  training  so  that  our  sales 
staff  can  greet  and  treat  customers  properly, 
allow  them  to  browse  our  goods  without  any 
pressure  to  buy  as  they  frequently  encounter  in 
other  stores,  and,  if  they  so  request,  help  them 
find  the  article  that  best  fits  their  needs,"  Ohkubo 
continues.  "We  want  our  customers  to  enjoy  our 
merchandise  and  seek  to  provide  a  comfortable, 


friendly  and  bright  store  atmosphere  that  allows 
them  to  see  our  jewelry  clearly." 

By  establishing  low,  reasonable,  fixed  prices 
for  his  jewelry,  Ohkubo  eliminates  unpleasant 
haggling  over  prices  which  are  the  lowest  in 
comparison  with  those  of  his  competitors  except 
for  the  so-called  discount  shops,  particularly  in 
diamond  jewelry. 

These  advantages  are  expected  to  help 
Ohkubo  achieve  for  his  company  by  the  fiscal 
year  ending  Jan.  1999  (its  50th  anniversary): 
175  retail  stores  boasting  some  30  billion  yen  in 
sales  with  ordinary  income  of  2.1  billion  yen. 

"We  will  strive  to  deliver  beauty,  fun  and 
prosperity  to  customers  through  the  creation  of 
an  industry  that  contributes  to  the  development 
of  a  jewelry  culture,"  concludes  Ohkubo.  "If  they 
are  satisfied,"  he  adds,  "so  are  we  —  and  so  are 
our  shareholders,"  he  says. 


Data  (as  ol  January  31, 1996) 

Net  Sales 
■  Ordinary  Income 
Net  Income 


22,144      21,807  22,097 

• —  #  # — 


24,310  25'400 


1,373 


1,520 


859 


990 


1,100 


I 


337 


368 


m    1 576 
I 


660 


1/95 


1/93  1/94 

(millions  of  yen) 

Net  Income  Per  Share:  ¥42  57 
Dividend  Per  Share:  ¥10  00 
Return  on  Equity:  61% 


1/96  1/97* 

('estimate) 


Juel  Ve 


Is-1. 
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kubo  Co.,  Ltd. 


Address-  home,  Shibuya-ku,  Tokyo  150,  Japan 

Telephone 


Date  of  Establishment:  May  13, 1948 

Total  Assets:  ¥22,594  million 

Number  of  Shares  Outstanding:  13  541  thousands! 

Data  of  Stock-Exchange  Listing:  September  26, 19 

Markets:  Tokyo  Stock  Exchange  (the  Second  Section) 

Number  of  Employees:  832 
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NAC  Co,,  Ltd.:  A  Diverse  Array  of  Goods  and 
Services 


Yoshiyuki  Nishiyama 

President  and  Representative  Director 


Resting  in  a  corner  of  the  chief 
executive  office  of  Yoshiyuki 
Nishiyama,  founder  and  presi- 
dent of  NAC  Co.,  Ltd.,  is  a  life- 
sized,  stuffed.black  gorilla,  wearing  the 
signature  red  tie  required  of  employees 
at  company  staff  meetings.  "He's  my 
deputy,"  quips  Nishiyama,  with  a  broad 
smile  on  his  face,  explaining  that  the  as 
yet  un  named  primate  was  the  gift  of  a 
friend. 

Nishiyama  is  typical  of  a  new  breed 
of  entrepreneur  who  is  changing  the 
face  of  business  in  Japan  —  energetic, 
driven,  quick  witted  with  a  good  sense 
of  humor  and  totally  dedicated  to 
business. 

"Business  is  my  life,"  Nishiyama 
says.  "I  want  to  work  hard,  make  money 
and  spend  it  in  America,"  he  says  with  a 
laugh. 

Over  the  past  25  years,  the  53-year- 
old  chief  executive  has  made  impressive 
progress  toward  achieving  these  goals. 
From  its  modest  beginnings  in  1971  as 
a  three-man  operation,  NAC  has 
matured  into  one  of  the  largest  and 
most  diverse  suppliers  of  goods  and  ser- 
vices that  is  currently  generating  sales 
of  more  than  10  billion  yen  a  year. 

NAC  operates  one  of  the  most  suc- 


cessful Duskin  franchises  with  more 
than  250,000  customers  involved  in  the 
lease  and  sale  of  everything  from  mops, 
mats,  water  purifiers,  toiletry  supplies 
and  other  Duskin  products  to  profes- 
sional cleaning  services  for  households, 
shops  and  restaurants. 

These  activities  generate  about  two- 
thirds  of  the  company's  sales  and  gross 
sales  profit. 

In  the  fiscal  year  that  ended  March 
31,  1996,  the  company's  consolidated 
net  income  jumped  13.2%  to  442  mil- 
lion yen  year-on-year  with  a  14.5.% 
gain  in  sales  to  11.1  billion  yen. 

Nishiyama  expects  his  company's 
sales  and  earnings  to  increase  by  25%  a 
year  over  the  next  three  years. 

"I  am  an  aggressive  person  by 
nature  but  I  have  some  sales  managers 
who  are  more  aggressive  than  I  am," 
Nishiyama  says.  "So  maintaining 
high-paced  growth  will  be  no  problem 
for  us." 

One  area  where  NAC  is  definitely 
growing  is  from  sales  of  software 
products  through  its  recently  developed 
Aqura  and  Kisco  systems  for  low-cost 
wooden  home  and  RC  apartment 
construction.  Those  systems  can 
achieve  dramatic  reductions  in  building 
times  and  costs,  in  some  cases  as 
much  as  50%. 

For  example,  on  average  it  takes  a 
carpenter  20  days  to  build  the  frame- 
work for  a  modern  house,  whereas 
using  NAC's  Aqura  system,  building 
time  is  reduced  to  five  days  on  average. 
A  pre-cut  house  can  be  built  for  around 
260,000  yen  per  tsubo  (3.3m2)compared 
with  the  usual  cost  of  500,000  yen  per 
tsubo  using  traditional  techniques. 

"Within  three  years,  our  informa- 
tion engineering  system  business  will 
be  the  largest  segment  of  our  activi- 
ties," Nishiyama  predicts.  More  than 
6,500  small  and  medium-size  builders 
are  members  of  the  NAC  systems. 

On  the  horizon,  deregulation  and 
the  growing  popularity  of  imported 
"two-by-four"  construction  technology 
from  North  America,  in  particular,  raise 


the  specter  of  a  tough  competitive  envi- 
ronment. But  typically,  Nishiyama  sees 
opportunities  in  what  otherwise  would 
be  a  troubling  scenario.  "Our  members 
don't  know  anything  about  'two-by- 
four'  building  technology,"  he  says.  "So 
we  will  have  to  teach  them." 

Also,  raising  expectations  among 
both  Japan's  and  NAC's  home  construc- 
tors are  sturdy,  earthquake-resistant, 
steel-frame  houses.  Importing  this 
recent  technology  from  the  U.S.  and 
passing  it  along  to  his  company's  sys- 
tem members  will  be  big  business  for 
NAC  in  the  years  ahead.  The  company 
is  looking  for  partners  worldwide  for 
improving  Japan's  living  environment. 

"Before  long,  steel-framed,  two-by- 
four  houses  will  be  as  popular  in  Japan 
as  they  are  now  in  the  U.S.,"  Nishiyama 
says.  "Regulations  and  building  codes 
will  have  to  be  changed,"  he  adds,  "but 
the  trend  is  definitely  in  that  direction. 
It  will  be  a  great  opportunity  for  us." 

Finding  new  opportunities  comes 
natural  to  a  high-energy,  entrepreneur- 
ial executive  like  Nishiyama.  A  person 
might  be  tempted  to  say,  Nishiyama  has 
a  "knack"  for  doing  business. 


Data  (as  of  March  31, 1996) 

Net  Sales 
■  Ordinary  Income 
Net  Income 

8,334       8,705  9.586 


14,418 


10,902 


1,352 


1,010 


881 


537 


540 


I  I 


458 


531 


650 


258 


3/95 


3/93  3/94 

(millions  ol  yen) 

Net  Income  Per  Share:  ¥90  00 
Dividend  Per  Share:  ¥8.00 
Return  on  Equity:  16  6% 


3/96  3/97* 

(•estimate) 


NAC  Co.,  Ltd. 


Address:  42  Floor,  Shinjuku  Center  Bldg.,  25- 

Telephone:  03-3346-2111 

URL  http://corporate.index.or.jp/nac/  


Nishi-Shinjuku  1-chome,  Shinjuku-ku,  Tokyo  163-06,  Japan 


Dale  of  Establishment:  May  20, 1971 

Total  Assets:  ¥8,964  million 

Number  of  Shares  Outstanding:  6,150  thousands 

Data  of  Stock-Exchange  Listing:  September  8, 1995 

Markets:  JASDAQ:  9788 

Number  ol  Employees:  294 
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Japan's  New  Blue  Chips 


Nichiei  Co,,  Ltd,:  A  Growing,  Profitable  Partnership 

With  Small  Companies 


Kazuo  Matsuda 

President  and  Chief  Executive  Officer 


Hanging  on  a  wall  of  the  new 
executive  offices  of  Kazuo 
Matsuda,  president  and  CEO  of 
Nichiei  Co.,  Ltd.,  is  a  metal 
plaque  with  a  bronze  etching  of  the 
Greek  God  of  Commerce.  That  plaque, 
created  to  commemorate  Nichiei's  1995 
listing  on  the  Second  Section  of  the 
Tokyo  Stock  Exchange,  and  its  place  in 
the  company's  new  corporate  headquar- 
ters —  a  stylish,  12-billion-yen,  gray 
granite  building  that  Nichiei  moved 
into  last  March  —  are  dramatic  sym- 
bols of  the  loan  company's  phenomenal 
growth  over  the  past  five  years. 

Nichiei  is  the  premier  non-bank 
lender  to  small  and  medium-size  enter- 
prises nationwide  with  an  estimated 
30%  share  of  the  market  for  loans 
secured  by  commercial  bills.  During 
the  past  six  years,  Nichiei's  operating 
revenues  have  more  than  quadrupled 
and  operating  profits  recorded  five-fold 
growth.  And  as  Matsuda,  who  founded 
Nichiei  26  years  ago,  told  a  recent  visi- 
tor, he  expects  his  company's  growth 
rate  to  be  maintained,  if  not  bettered, 
during  tin  .  .  years. 

"Japan  s  e<  onomic  recovery  and 
continuing  ba^  -  in  the 

commercial  bar.  -g  creating 

many  new  busine^  for 
us,"  the  73-year-oid  c  i 
says.  "And  we  intend  ; 
them." 


Matsuda,  who  has  Sj  i 
the  banking  industry,  est 
'  voto-based  company  in  h 


ars  in 
his 

970  to 


provide  bridge  loans  up  to  a  maximum 
of  8  million  yen  for  no  more  than  six 
months,  with  promissory  notes  issued 
as  collateral  to  small  companies  that 
represent  a  large  majority  of  Japanese 
companies  with  annual  sales  of  500 
million  yen  and  capital  of  less  than  10 
million  yen. 

Matsuda  recently  took  time  out 
from  his  busy  schedule  to  discuss  his 
company's  activities  and  future  busi- 
ness outlook. 

How  has  Japan's  five-year  recession 
affected  your  company's  business? 

MATSUDA:  Very  little.  Because  our 
customers  are  small  and  medium-size 
companies  with  good  credit  ratings,  we 
avoided  the  bad  loan  situation  that  has 
plagued  most  of  the  banking  and  non- 
bank  industry.  During  the  past  five 
years,  we  have  expanded  our  customer 
base,  increased  the  number  of  branch- 
es, established  specialized  departments 
at  the  branch  office  level  to  increase 
outstanding  balances  of  loans  on  bills 
with  a  guarantor  and  strengthened  our 
commercial  bill  discount  business.  In 
the  fiscal  year  that  ended  last  March, 
our  business  results  set  new  records, 
with  operating  revenues  increasing 
14%  to  78.9  billion  yen,  recurring  prof- 
it gaining  by  36%  to  38.5  billion  yen, 
and  net  income  jumping  42%  to  19 
billion  yen.  Our  loan  balance  rose  12% 
to  356  billion  yen  and  our  service  net- 
work was  expanded  to  167  offices,  well 
ahead  of  our  competitors. 


Do  you  see  the  economy 
recovering,  and  what 
impact  will  that  have  on 
your  business? 

MATSUDA:  Yes,  we  believe 
the  economy  is  recovering 
and  will  continue  to 
improve  but  not  in  a  linear 
fashion.  For  many  com- 
mercial banks  and  non- 
bank  financial  institutions, 
the  bad  loan  problem  per- 
sists. For  small  and  medi- 
um-size companies,  as 
their  earnings  improve, 
their  need  for  financing 
will  also  increase,  which  is 
good  news  for  my  company. 


Given  these  conditions,  we  will  be  able 
to  increase  our  market  share  and 
increase  the  tempo  of  our  growth. 
During  the  12  months  ending  next 
March,  we  expect  operating  revenues  to 
increase  15%  to  91.5  billion  yen,  recur- 
ring profit  to  gain  by  20%  to  46.5  bil- 
lion yen  and  net  income  to  grow  by 
21%  to  23  billion  yen.  Our  loan  balance 
should  reach  430  billion  yen  and  we 
plan  to  further  expand  our  nationwide 
system  to  200  offices  within  the  next 
two  years.  We  expect  to  maintain  the 
momentum  we  have  established  during 
the  past  few  years. 

What  is  Nichiei's  role  in  Japan's 
financial  system? 

MATSUDA:  We  serve  a  special  niche 
in  the  financial  market.  Because  of 
government  regulations  or  balance 
sheet  problems,  the  larger  banks  and 
financial  institutions  cannot  service 
the  needs  of  small  and  medium-size 
companies.  They  can't  or  don't  know 
how  to  take  the  risks  of  lending  small 
amounts  of  money  for  short  periods 
of  time  to  these  companies.  We 
specialize  in  taking  these  kinds  of 
risks.  We  have  been  able  to  sustain  our 
growth  through  sound  management 
rooted  in  basic  financial  principles, 
mainly  'know  your  customer  and 
provide  access  to  capital  for  companies 
that  would  not  have  it  (access) 
otherwise. 

This  is  why  Nichiei  has  become  so 
influential  that  it  is  said  that  many 


Headquarters  building 
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local  economies  could  hardly  prosper 
without  us. 

Isn't  this  an  extremely 
risky  business? 

MATSUDA:  It  can  be,  espe- 
cially if  you  haven't  done 
your  homework.  And  we  do 
have  our  own  know-how, 
developed  through  long 
years  of  our  operation  as  a 
non-bank  company  special- 
izing in  lending  to  small 
and  medium-size  enterpris- 
es, as  well  as  our  perfect 
screening  and  sales  systems. 
Before  providing  financing  to  a  com- 
pany, we  conduct  a  thorough  credit 
check  of  potential  customers,  using 
the  data  networks  of  a  number  of 
external  sources,  including  Teikoku 
Data  Bank  and  Tokyo  Shoko 
Research.  We  put  this  data  into  our 
computers  and,  along  with  other 
information,  are  able  to  come  up 
with  a  list  of  sales  leads.  Each  sales 
person  canvasses  some  100  compa- 
nies a  month  with  an  average  success 
ratio  of  about  3%.  We  are  adding 
some  12,000  new  customers  annually 
and  this  number  will  grow  in  the 
future. 

What  is  your  loan  default  rate? 

MATSUDA:  Loan  defaults  are  negli- 
gible for  Nihon-shinyo-hosho. 

What  is  Nihon-shinyo-hosho 
Corporation? 

MATSUDA:  This  is  our  wholly  owned 
subsidiary  which  guarantees  the  lia- 
bilities of  all  customers,  providing 
extra  support  for  clients  who  don't 
have  sufficient  support  to  obtain 
financing.  By  doing  this,  we  are  able 
to  provide  double  protection  for  our 
loans  —  one  offered  by  Nihon- 


shinyo-hosho  and  the  other  by  the 
customers'  guarantors.  They  feel 
more  comfortable  supporting  the 
loan  knowing  that  it  is  also  secured 
by  our  subsidiary.  As  a  result,  cus- 
tomers who  previously  could  not 
secure  financing  due  to  the  lack  of  a 
guarantor  are  now  able  to  do  so. 

What  is  the  average  interest  rate 
charged  to  your  customers? 

MATSUDA:  The  average  interest  rate 
is  21%.  However,  as  we  are  concen- 
trating on  the  commercial  bill  dis- 
count business  as  a  means  to  get  new 
customers,  we  lowered  the  12%  ceil- 
ing we  had  fixed  for  some  time  for 
commercial  discount  bills  in 
February  1995  to  a  uniform  rate  of 
9%  for  all  such  bills  and  7%  for  listed 
companies.  At  present,  the  commer- 
cial bill  discount  rate  is  6.5%  for  list- 
ed companies  and  7%  for  others.  This 
rate  is  the  same  charged  by  commer- 
cial banks  and  is  far  more  attractive 
than  the  average  of  15%  generally 
offered  by  the  non-bank  sector. 

What  is  Nichiei's  future  focus? 

MATSUDA:  We  will  concentrate  on 
expanding  our  customer  base,  geo- 


graphically as  well  as  in  terms  of 
numbers.  More  important,  we  want 
to  increase  the  average  loan  size  and 
the  frequency  of  borrowing.  We  also 
want  to  increase  the  number  of 
branch  offices  by  10  each  year  over 
the  next  five  years.  And  even  though 
others  are  attempting  to  enter  our 
market,  and  competition  is  increas- 
ing, we  are  confident  that  we  can  not 
only  hold  our  own  but  expand  our 
market  share  in  the  future. 


Data 


(as  of  March  31, 1996) 


Operating  Revenue 
■I  Ordinary  Income 
Net  Income 


91,500 


68,763 


78,974 

 Q> 


47,523 


55,870 


46,500 


38,507 


28,191 


21,367 

16,707 

|  6,986   J  9  657  | 


13,333 


19,043 


23,000 


3/95 


3/93  3/94 

(millions  of  yen) 

Net  Income  Per  Share:  ¥339.78 
Dividend  Per  Share:  ¥50.00 
Return  on  Equity:  20  3% 


3/96  3/97* 

(•estimate) 


Date  of  Establishment:  March  17, 1970 
Total  Assets:  ¥438,629  million 
Number  ol  Shares  Outstanding:  56,046  thousand*. 
■  Data  of  Stock-Exchange  Listing:  Marui  31, 1935 

Markets:  Tokyo  Stock  Exchange  (the  Second  Section) 
Address:  60-Banchi,  Goshonouchr-nakamachi,  Shichijo,  Shimogyo-ku,  Kyoto  600,  Japan  Osaka  Stock  Exchange  (the  Second  Section) 

Telephone:  075-321-6161  Kyoto  Stock  Exchange:  8577 

Number  of  Employees:  1,919 
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Japan's  New  Blue  Chips 


Tescon  Co. 


Ltd.:  Targeting  New  Growth  in  Japan 
and  Global  Markets 


I 


Yoshinori  Kikuchi 

President 


T  t's  something  we  are  very  proud 
of  and  believe  will  make  an  impor- 
tant contribution  to  our  future 
growth  and  prosperity.  It  has 
more  than  justified  the  time  and  money 
spent  over  the  past  few  years." 

The  speaker  is  Yoshinori  Kikuchi, 
president  of  Tescon  Co.,  Ltd.,  a  leading 
manufacturer  of  1C  pick  and  placers  and 
test  equipment.  He  is  talking  about  one  of 
his  company's  latest  products:  a  high- 
performance,  high-precision,  four-armed 
robot,  a  member  of  the  SCARATES  group 
of  automated  production  line  workers 
that  incorporates  human-like  functions 
not  previously  possible  with  conventional 
robots. 

This  new  SCARATES  model  does  the 
work  of  two  humans,  with  its  four  arms 
controlled  by  a  single  system  that  allows 
it  to  cut  cloth  more  cost  effectively  than 
"humans,"  sort  mixed  parts,  select  and 
place  components  more  precisely,  and 
delicately  insert  connectors  to  units 
undergoing  line  tests;  the  four  "arms" 
move  in  precise  precision  and  coordina- 
tion, effortlessly  and  with  no  need  for  a 
"rest  break." 

Tescon's  new  SCARATES  robot  is  the 
ultimate  in  automated  production  tech- 
niques. Although     tasn't  gone  on  sale 


yet,  the  automated  worker  is  expected  to 
become  a  new  and  important  source  of 
future  income  for  Tescon. 

"These  new  functions  are  enabling  us 
to  market  the  new  robot  to  new  cus- 
tomers in  the  food  and  apparel  industry," 
the  Tescon  chief  executive  adds.  "We  have 
high  expectations  for  this  robot." 

The  new  robot  is  also  one  of  a  num- 
ber of  new  products  that  are  moving  the 
suburban  Tokyo  firm  back  to  profitability 
after  five  long  years  of  losses.  The  compa- 
ny edged  into  the  black  in  the  fiscal  year 
that  ended  last  May,  compared  with  a  loss 
the  previous  year,  and  Kikuchi  is  opti- 
mistic that  his  company  will  do  better 
during  the  current  year. 

Indeed,  production  workers  at 
Tescon's  suburban  Tokyo  plant  wear  a 
white  badge  with  the  stylized  number 
"100"  printed  in  green  on  the  shoulders 
of  their  light  blue,  short-sleeved  shirts. 
One  of  the  "0's"  is  a  rounded,  cartoon  face 
with  its  mouth  opening  and  saying  in 
Kanji  characters  "I  will  do  it." 

The  badge  and  the  number  are 
reminders  to  Tescon  employees  that  their 
sales  target  for  the  twelve  months  ending 
May,  1997  is  10  billion  yen,  a  sharp  40% 
jump  from  last  year.  "And  that's  just  a 
minimum  figure,"  says  Kikuchi.  "Our 
sales  department  has  a  much  higher  tar- 
get," he  adds,  explaining:  "We  didn't  want 
to  overwhelm  our  production  staff.  They 
are  already  operating  at  high  levels  of  effi- 
ciency and  productivity.  And  we  know 
they  will  try  to  do  better  anyway." 

Tescon  is  the  only  manufacturer 
capable  of  providing  S.M.T.  picks  and 
placers  and  testing  equipment  in  a  inte- 
grated line  system.  It  was  established  in 
1977  by  Kikuchi,  a  salaryman-turned- 
entrepreneur,  together  with  two  friends, 
at  age  38  and  with  only  five  million 
yen  paid-in  capital.  "I  decided  at  age  35 
I  should  be  on  my  own,"  he  explains." 
It  took  me  three  years  to  achieve  this 
goal." 

Starting  out  as  a  technology  subcon- 
tractor for  other  firms,  Tescon  in  1982 
succeeded  in  developing  a  board  tester 
using  its  own  technology  and  began  sell- 


ing it  as  one  of  its  own  products,  establish- 
ing itself  as  an  independent  board-testing 
equipment  manufacturer.  During  the 
ensuing  years,  high-speed,  high-precision 
picks  and  placers  (manufacturing  equip- 
ment for  mounting  integrated  circuits 
and  other  surface  devices  on  circuit  board 
surfaces),  inspection  machines  and  tester- 
related  accessory  parts  were  added  to 
Tescon's  product  line  up. 

Tescon  enjoys  a  special  edge  in 
technology  and  pricing  of  medium-sized 
picks  and  placers  which  are  increasingly 
preferred  by  manufacturers  seeking  to 
improve  production  line  efficiencies.  This 
trend  has  given  birth  to  the  company's 
SCARATES  robots  and  other  products  like 
the  company's  SMT  Mounter  series  of 
pick  and  placement  equipment. 

Kikuchi's  future  goals  are  to  secure  a 
listing  on  the  First  Section  of  the  Tokyo 
Stock  Exchange  by  the  year  2000.  He  also 
hopes  to  list  Tescon  on  the  NASDAQ  mar- 
ket in  the  U.S.  to  further  enhance  his  com 
pany's  image. 

"We  want  to  be  kind  of  a  corporate 
'Nomo'  who  brings  something  good  to 
Americans,"  he  says  referring  to  Hideo 
Nomo,  the  popular  Japanese  baseball  pitch 
er  with  the  Los  Angeles  Dodgers.  "We  wan 
to  share  our  good  fortune  with  others." 


Data 


(as  of  May  31, 1996) 


Net  Sales 
■  Ordinary  Income 
Net  Income 

4,758       4,873  4.833 

•  •  


7,000 

5,465 

450 

330 


108 


1 1  -514  ^ 

616  "5?3  -688 


-977 

5/92        5/93  5/94 

(millions  of  yen) 

Net  Income  Per  Share:  ¥44.4  * 


5/95  5/96* 

(•estimate) 


o.,  Ltd. 


Addre-?  i  'gamihara-City  Kanagawa  229,  Japan 

Telephone:  81-427-  1-1755 
URL  http://wv  ■■■  ksp.ot  jp/tescon 


Date  of  Establishment:  November  21 . 1977 
Total  Assets:  ¥7,000  million  (May  1996  estimate) 
Number  of  Shares  Outstanding:  7  440  thousands 
Data  of  Stock-Exchange  Listing:  April  25, 1991 
Markets:  JASDAQ:  6865 
Number  of  Employees:  251 
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SAFTEC  Co,,  Ltd, :  Pioneering  New  Paths  to 

Construction  Site  Safety 


Isamu  Okazaki 

President 


A foreigner  visiting  Japan  will  be  surprised  at  the 
bright  and  showy  sight,  especially  at  night,  of  a 
road  construction  site,  with  its  illuminated 
road  markers  and  signs,  colorfully  painted 
fences  and  barricades,  brightly  colored  traffic  cones, 
and  flashing  warning  lights.  In  Japan,  the  installation 
and  use  of  such  equipment  to  warn  against  hazardous 
areas  in  and  around  construction  sites  and  to  guide 
and  protect  pedestrians  and  autos  in  the  area  are  oblig- 
atory safety  components  at  all  construction  sites. 

SAFTEC  Co.,  Ltd.  is  a  trading  company  develop- 
ing and  selling  the  full  range  of  safety  equipment  and 
has  become  one  of  the  leading  companies  in  the 
industry. 

Because  of  their  durability  and  cost-effectiveness, 
most  of  safety-related  products  are  purchased  when 
construction  begins  and  are  disposed  after  it  is  com- 
pleted. This  means  that  the  demand  for  these  products 
is  created  every  time  construction  is  undertaken.  This 
is  why  their  demand  is  continually  and  constantly  gen- 
erated by  public  works  projects  that  are  undertaken 
as  the  governmental  budget  is  put  into  execution. 
SAFTEC  boasts  twenty-four  branch  and  sales  offices 
providing  a  range  of  over  12,000  safety-related 
product  items  to  its  customers  across  the  country. 

With  about  5%  of  the  estimated  200  billion 
yen  safety  equipment  market,  SAFTEC  is  naturally 
'  benefiting  from  government  efforts  to  stimulate 
:  Japan's  recovering  economy  through  increased 
"  spending  on  public  works,  town  planning 
and  housing  construction.  Company  sales 


during  the  twelve  months  ending  next  March  31  are 
expected  to  increased  by  9%-10%  to  more  than  11.1 
billion  yen,  while  earnings  could  grow  by  a  healthy 
30%  as  a  result  of  cost-cutting  efforts  and  improved 
operational  efficiencies  achieved  by  a  through 
organizational  reform. 

SAFTEC  is  the  only  one  among  the  leading  com- 
panies in  the  industry  to  have  a  direct  sales  system. 
The  key  to  the  company's  success  has  been  that  it  has 
moved  about  half  of  its  trade  volume  outside  Japan's 
traditional  cumbersome  distribution  system.  By 
inventorying  products  in  spacious  warehouses  near 
customers  and  sales  offices,  SAFTEC  is  able  to 
respond  more  quickly  to  customer  needs. 

"Since  our  founding,  we  have  always  emphasized 
our  QR  (quick  response)  system  and  that  we  are  'just 
a  phone  call  away',''  says  company  president  Isamu 
Okazaki.  "We  are  concentrating  our  efforts  on  devel- 
oping new  high-value-added  products  and  expanding 
our  customer  base  by  using  our  advantage  of  having  a 
direct  sales  system,"  he  continues.  The  company  has 
three  mid-term  management  policies:  1)  to  further 
strengthen  the  QR  system  for  customers  and  agents; 
2)  to  promote  an  aggressive  strategy  aimed  at  expand- 
ing its  market  share  against  its  competitors;  3)  to 
develop  new  high-value  added  products.  "We  aim  to 
increase  our  market  share  by  opening  several  new 
offices  each  year  and  by  deploying  in  our  existing 
sales  areas  a  strategy  adapted  to  the  competition  envi- 
ronment of  each  area." 

The  soft-spoken,  54-year-old  chief  executive  is 
the  third  generation  of  Okazaki's  to  head  the  family- 
run  company,  which  was  founded  by  his  grandfather 
in  1952  as  a  manufacturer  and  supplier  of  red  warning 
lights  for  post-war  tram  line  construction  in  Tokyo. 
The  1964  Tokyo  Olympic  Games  generated  a  highway 
construction  boom  that  allowed  the  company  to 
broaden  its  trading  products  list  to  include  road  con- 
struction safety  equipment  and  open  its  branch 
offices  nationwide.  When  he  was  still  a  university 
student,  Okazaki  began  to  help  in  his  father's  business 
as  a  delivery  truck  driver.  While  delivering  safety 
equipment  to  construction  sites,  he  must  have 
directly  felt  the  need  for  developing  products  that 
correspond  to  the  actual  needs  as  well  as  the 
degree  of  customer  satisfaction  with  the  QR  sys- 
tem. In  1995,  the  company  changed  its  name  to 
SAFTEC  and  listed  its  shares  publicly  on  Tokyo's 
over-the-counter  market. 

"We  decided  to  rename  the  company  to 
underscore  more  clearly  our  total  commit- 
ment to  safety  technology,"  explains 


Okazaki.  Without  limiting  its  activities  within  the 
framework  of  a  trading  company,  SAFTEC  has  devel- 
oped a  large  variety  of  new  products  that  reflect 
customers'  needs.  The  functions  required  for  construc- 
tion site  safety  equipment  have  changed  with  time, 
from  safety  for  construction  workers  to  safety  for  peo- 
ple and  cars  around  the  sites.  Okazaki,  who  watched 
this  evolution,  realized  early  that  "the  demand  in  the 
coming  era  would  be  for  products  that  are  environ- 
ment-friendly and  harmonious  with  surrounding 
scenery,"  and  has  taken  the  lead  in  the  company's 
efforts  to  develop  new  products.  Recently  developed 
and  launched  products  such  as  green  plastic  traffic 
cones  made  from  bio  degradable  materials  and  walls 
surrounding  construction  sites  with  artistic,  colorful 
designs,  unique  among  construction  site  equipment, 
are  showing  satisfactory  sales  results. 

"As  the  safety  equipment  market  has  achieved  sta- 
ble growth  with  the  public  works  budget  that  has  con- 
stantly expanded  through  the  post-war  period, 
trading  companies  in  the  industry,  including  whole- 
salers, have  focused  their  activities  on  a  specific  area 
or  region  and  developed  in  a  localized  or  regionalized 
way,"  says  Okazaki.  "However,  we  will  not  rest  on  our 
stable  income  base  and  complex  distribution  system. 
We  will  stick  to  our  commitment  embodied  in  the 
company's  name,  and  continue  to  take  up  challenges 
resolutely  in  developing  our  business  to  meet  the 
expectations  of  our  investors,"  concludes  Okazaki. 


Data  (as  of  March  31, 1996) 

Net  Sales 
■  Ordinary  Income 
Net  Income 
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(millions  ot  yen)  ("estimate) 

Net  Income  Per  Share:  ¥63.34 
Dividend  Per  Share:  ¥12.00 
Return  on  Equity:  9  6% 


SAFTEC  Co.,  Ltd. 

Address:  Hongo  TH  Bldg.,  25-14,  Hongo  5-chome,  Bunkyo-ku,  Tokyo  113,  Japan 
Telephone:  03-3811-3188 


Date  of  Establishment:  June  11, 1957 

Total  Assets:  ¥11,984  million 

Number  of  Shares  Outstanding:  5.000  thousands 

Data  of  Stock-Exchange  Listing:  October  3, 1995 

Markets:  JASDAQ:  7464 

Number  of  Employees:  289 
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Japan's  New  Blue  Chips 


SMC  CORPORATION:  Offering  the  World  a  Full  Range  of 

Pneumatic  Power  Equipment 


Yoshiyuki  Takada 

President 


Long  before  it  was  fashionable  or  trendy 
to  talk  about  "internationalization," 
SMC  Corp.,  a  world  leader  in  the  manu- 
facture of  pneumatic  power  equipment, 
was  carving  out  a  productive  and  profitable 
niche  for  itself  in  the  key  markets  of  Asia, 
Europe  and  the  U.S. 

Founded  in  1959  under  the  name  of 
Shoketsu  Kinzoku  Kogyo  Co.,  Ltd.  (Sintered 
Metal  Co.,  Ltd.)  as  a  specialized  maker  of  sin- 
tered metal  filters,  the  company  two  years  later 
introduced  its  first  piece  of  pneumatic  equip- 
ment —  an  actuator/pneumatic  device  used  in 
(steel/shipbuilding/equipment  manufacturing) 
production  and  began  building  its  reputation 
as  an  important  contributor  to  automation 
and  labor-saving  around  the  world. 

Today  SMC  is  highly  acclaimed  around 
the  world  for  its  unique  technology  and  broad 
range  of  pneumatic  power  equipment,  includ- 
ing directional  control  machines,  actuators 
and  air  line  equipment.  The  Tokyo-based  firm 
dominates  the  230  billion  yen  pneumatic 
equipment  market  in  Japan  with  a  50%  share 
—  54%  if  exports  are  included  —  and  ranks 
number  one  in  the  world  in  terms  of  produc- 
tion volume. 

Currently,  about  one  third  of  the  compa- 
ny's total  sales  are  dert      i!  ^nationally 
through  exports  from  lapan  or  local  produc- 
tion overseas. 


"We  anticipate  significant  growth  in 
overseas  markets  in  the  future, "says  company 
president  Yoshiyuki  Takada.  "By  the  year 
2000,  we  would  like  to  see  a  50-50  domestic- 
international  split  in  our  consolidated  sales," 
he  adds. 

In  the  fiscal  year  that  ended  last  March, 
SMC  earned  16  billion  yen  in  consolidated 
net  income  on  worldwide  sales  of  148  billion 
yen,  with  results  that  were  61%  and  28.5% 
higher  than  in  the  year-earlier  period  and 
despite  a  strong  yen  that  made  the  company's 
exports  more  expensive  in  dollar  terms  in 
global  markets.  During  its  current  fiscal  year, 
SMC  is  targeting  a  12%  increase  in  sales  to 
167  billion  yen  with  a  15%  gain  in  profits  to 
18.5  billion  yen. 

In  addition  to  new  expansion  in  Japan, 
which  according  to  some  estimates  is  expect- 
ed to  add  some  140  billion  yen  annually  to 
SMC's  domestic  output,  expansion  of  produc- 
tion in  Europe,  where  a  new  plant  in  Italy  is 
coming  on  stream  later  this  year,  and  contin- 
ued strong  sales  in  the  key  U.S.  market  are 
making  significant  contributions  to  the  com- 
pany's global  well-being. 

"Our  origin  may  have  been  in  Japan,  but 
our  outlook,  like  our  market,  is  global,"  says 
Takada,  original  founder  of  the  company. 

SMC  has  been  active  in  overseas  markets 
for  nearly  30  years  since  the  start  of  capital 
participation  in  a  company  in  Australia  in 
1976.  With  more  than  20%  of  the  global  mar- 
ket, which  is  about  five  times  larger  than 
Japan's,  the  company  has  established  sub- 
sidiaries in  27  countries  and  a  global  sales 
and  service  network  that  currently  covers  47 
nations. 

"Our  overseas  business  is  growing  much 
faster  than  our  domestic  business  in  Japan," 
the  SMC  president  explains,  noting  that  the 
average  annual  growth  rate  has  been  around 
28%  over  the  past  five  years,  more  than  triple 
that  of  Japan. 

Indeed,  an  important  feature  of  SMC's 
global  policy  is  the  "localization"  of  its  sales, 
service  and  production  operations  in  Europe, 
North  America  and  Asia.  Management  and 
other  human  resources  are  drawn  from  the 
population  where  the  company's  office  is 
located  and  given  a  broad  mandate  to  manage 
and  operate  business  according  to  the  local 


conditions  and  requirements. 

"These  highly  independent  activities 
enable  us  to  draw  closer  to  our  local  mar- 
kets," explains  Takada,  "and  thereby  allow  us 
to  provide  better  service  for  local  users  and 
industries.  This  policy  has  effectively  guaran- 
teed our  success  and  continue  growth 
overseas." 

Another  important  factor  in  SMC's  past 
growth  and  current  prosperity  is  strong  com- 
mitment to  research  and  development  —  a 
three-pronged  approach  that  emphasizes 
development  of  its  own  new  products,  a 
broader  search  for  new  ideas,  new  materials 
and  new  applications  for  existing  products, 
and  review  of  new  topics  for  its  own  propri- 
etary technologies.  Special  focus,  Takada 
says,  is  being  placed  on  actuators,  devices 
that  convert  the  energy  from  compressed  air 
into  a  new  source  of  power  that  can  move  or 
drive  machines.  These  devices  are  used  in  a 
wide  range  of  functions  from  car  welding 
machines,  compact  disc  and  watch  assembly 
lines  to  silicon  wafer-slicing  machines  and  IC 
inspectors.  About  half  of  the  company's  R&D 
budget  is  allocated  to  this  area,  which  gener- 
ates about  40%  of  SMC's  sales. 

"We  intend  to  strengthen  our  research 
capabilities  worldwide,"  says  Takada. 


Data  (as  ol  March  31, 1996) 

Net  Sales 
■  Ordinary  Income 
Net  Income 
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Net  Income  Per  Share:  ¥201.25 
Dividend  Per  Share:  ¥20.25 
Return  on  Equity:  11  5% 
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Address-  hi  1  -chome,  Minato-ku,  Tokyo  105,  Japan 

Telephoi 


Date  of  Establishment:  April,  1959 

Total  Assets:  ¥293,239  million 

Number  of  Shares  Outstanding:  60,700  thousands 

Data  of  Stock-Exchange  Listing:  December.  1987 

Markets:  Tokyo  Stock  Exchange  (the  First  Section) 

Number  of  Employees:  4.256 


FUND  SURVEY 

Fund  distributors 


This  directory  includes  distributors  of  load  funds  as  well  as  those  of  no-loads,  but 
your  best  source  of  prospectuses  and  other  information  on  load  funds  remains  your 
stockbroker.  The  number  next  to  the  distributor  is  the  lowest  minimum  initial 
investment  (for  non-IRA  accounts)  for  the  funds  covered  in  this  survey.  A  "+"  means 
that  some  of  the  distributor's  funds  require  a  higher  minimum  investment.  The  bot- 
tom line  of  each  entry  shows  the  number  of  funds  covered  in  this  survey  and  their 
combined  assets.  The  Forbes  Web  site  (http://www.forbes.com/extra/)  contains 
further  information  about  distributors,  as  well  as  links  to  their  Internet  sites. 


Fund/Minimum  initial  investment  ($) 

Fund/Minimum  initial  investment  ($) 

Fund/Minimum  initial  investment  ($) 

AAL  Capital  Management/!  1.000 

800-553-6319 

4  funds;  $2.4  billion 

American  Express  Financial  Advisors/$2,000 

800-437-4332 

27  funds;  $44.7  billion 

Artisan  Funds/$1,000 

414-390-6100*;  800-344-1770 
1  fund;  $0.4  billion 

Acorn  Investment  Trust/$1,000 

312-634-9200*;  800-922-6769 
2  funds;  $4.4  billion 

American  Funds  Group/$250+ 

800-421-9900 

23  funds;  $151.9  billion 

Atlas  Funds/$2,500 

510-446-4444*;  800-933-2852 
2  funds;  $0.3  billion 

Addison  Capital  Shares/$1,000 

800-526-6397 

1  fund;  $0.1  billion 

American  Growth  Fund/none 

303-623-6137*;  800-525-2406 
1  fund;  $0.1  billion 

Avondale  Total  Return  Fund/$2,500 

818-852-1033* 

1  fund;  $0.1  billion 

AIM  Distributors/$500 

713-626-1919*;  800-347-1919 
17  funds;  $37.4  billion 

Amway  Management  Co/$500 

800-346-2670 

1  fund;  $0.1  billion 

Robert  W  Baird  &  Co/$1,000 
414-765-3500*;  800-792-2473 
1  fund;  $0.1  billion 

Fred  Alger  &  Co/none 

800-992-3863 

4  funds;  $1.0  billion 

Aquila  Distributors/$1,000 

212-697-6666*;  800-228-4227 
5  funds;  $1.8  billion 

Baron  Funds/$2,000 

800-992-2766 

2  funds;  $1.3  billion 

Alliance  Fund  Services/$250 

800-227-4618;  800-221-5672 
22  funds;  $12.7  billion 

Ariel  Mutual  Funds/$1,000 

800-292-7435 

2  funds;  $0.3  billion 

Bear  Stearns/$  1,000 
212-272-2000*;  800-524-4458 
1  fund;  $0.1  billion 

ALPS  Mutual  Funds  Services/$  1,000 

800-392-2673 

1  fund;  $0.1  billion 

Arnold  &  S  Bleichroeder/$5,000 

212-943-9200*;  800-451-3623 
1  fund;  $0.2  billion 

Berger  Associates/$500 

303-329-0200*;  800-333-1001 
3  funds;  $3.2  billion 

*Will  accept  collect  calls. 
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Fund/Minimum  initial  investment  ($) 


Fund/Minimum  initial  investment  ($) 


MB 

Km 


Sanford  C  Bernstein  &  Co/$25,000 

212-756-4097* 

8  funds;  $6.6  billion 

Berwyn  Funds/$10,000 

800-824-2249 

2  funds;  $0.2  billion 

Bessemer  Trust  Company/$  1,000 

212-708-9100* 

lfund;  $0.1  billion 

Bisys  Fund  Services/$500+ 

800-554-3862 

28  funds;  $5.4  billion 

William  Blair/$5,000 

312-364-8000*;  800-742-7272 

3  funds;  $0.7  billion 

Bramwell  Capital  Management/$1,0( 

800-272-6227 

1  fund;  $0.1  billion 

Brandywine  Funds/$25,000+ 

800-656-3017 

2  funds;  $5.8  billion 

Alex  Brown  &  Sons/$  1,500+ 

800-767-3524 

7  funds;  $2.5  billion 

Bull  &  Bear  Group/$500+ 

212-363-1100*;  800-847-4200 
2  funds;  $0.2  billion 

Burnham  Securities/$1,000 

212-262-3100*;  800-874-3863 
lfund;  $0.1  billion 

California  Investment  Trust/$10,000 

415-398-2727*;  800-225-8778 
1  fund;  $0.2  billion 


Calvert  Group/$1,000+ 

800-368-2748 

5  funds;  $1.6  billion 

Capstone  Asset  Planning  Co/$200 
800-262-6631 

1  fund;  $0.1  billion 

Cardinal  Group  of  Funds/$1,000 

800-282-9446;  800-848-7734 

2  funds;  $0.4  billion 

Caterpillar  Investment  Management/$1,000 

309-  675-5123*;  800-662-4769 
4  funds;  $0.9  billion 

Century  Shares  Trust/$500 

617-482-3060*;  800-321-1928 
1  fund;  $0.2  billion 

CGM  Funds/$2,500 

617-859-7714*;  800-345-4048 

3  funds;  $1.8  billion 

Chase  Global  Funds  Services  Co/$10,i 
617-557-8000* 
lfund;  $0.2  billion 

Chase  Lincoln  First  Bank/$2,500 

800-595-9111 
1  fund;  $0.1  billion 

Chesapeake  Growth  Fund/$25,000 

800-430-3863 
1  fund;  $0.5  billion 

Clipper  Fund/$5.000 

310-  247-3940*;  800-776-5033 
lfund;  $0.5  billion 

Cohen  &  Steers  Capital  Mgmt#/$10,000 

212-832-3232*;  800-437-9912 
1  fund;  $1.0  billion 


*Will  accept  collect  calls.  #A«ailable  at  lower  minimum  through  discount  brokerage. 
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WALK  18 


Excitement  runs  high  when  you  step 
onto  the  course  where  Arnold  Palmer 
lives  and  plays.  It's  also  home  of  the 
PGA  TOUR's*  Bay  Hill  Invitational. 

Now  you  can  follow  in  Amie's 
footsteps  through  our  all  inclusive 
Stay  &  Play  package.  Greens  fees, 
cart,  lodge  accommodations,  breakfast, 
private  club  pampering  and  more. 
Just  minutes  from  Orlando's  famed 
attractions.  Golf  packages  begin  at 

s127*  per  person  per  night* 
(double  occupancy).  Call  now  for 
reservations  or  more  information. 


3b 


BAY  HILL  CLUB  &  LODGE 

Amie's  Winter  Home 

Headquarters  of  the  Arnold  Palmer  Golf  Academy 
9000  Bay  Hill  Blvd.  •  Orlando,  Ft,  32819 

800-523-5999  •  407-876-2429 

;  *  Rates  effective  5/1-9/30.  Other  seasonal 
packages  available.  Rates  subject  to  change. 

. .   pholo  by:  Sieve  Hosid/Amcrican  Action  Sports 


The  Kaufmann  Fund 

A  Small  Company  Aggressive  Growth  Fund 


Fund/Minimum  initial  investment  ($) 


Colonial  Investment  Services/$  1,000 
800-225-2365;  800-426-3750 
17  funds;  $7.9  billion 

Columbia  Funds  Management  Co/$  1,000 
503-222-3606*;  800-547-1707 
7  funds;  $4.4  billion 

Commerce  Funds/$  1,000 
314-746-8945*;  800-305-2140 
4  funds;  $0.4  billion 

Compass  Distributors/$500 

888-426-6727 
1  fund;  $0.1  billion 

Copley  Financial  Services/$1,000 

800-424-8570 

1  fund;  $0.1  billion 

Cowen  &  Co/$1,000 
212-495-6000*;  800-262-7116 

I  fund;  $0.1  billion 

Crabbe  Huson  Securities/$2,000 

503-295-0111*;  800-638-3148 
3  funds;  $1.3  billion 

Davis  Selected  Advisers/$1,000 

800-279-0279 

6  funds;  $3.9  billion 

Dean  Witter  Reynolds/$1,000+ 

212-392-2550*;  800-869-3863 
37  funds;  $42.0  billion 

Delaware  Distributors/$1,000 

800-523-4640 

II  funds;  $7.8  billion 

Dodge  &  Cox7$2,500 

800-621-3979 

3  funds;  $4.6  billion 

ill  accept  collect  calls. 


Forbes  ■  August  26,  1 996 


#/  Performing  Fund  Since 
the  Market  Low  of  1987 


—  per  Mutual  Fund  Forecaster* 

Tough  Guys  Finish  FIRST" 

—  Mutual  Funds  Magazine,  April  '95 


Five- Year  Compounded 
Annual  Return 


15.7% 

S&P 
500 


25.9% 


KAUFX 
FUND 


Ten  year  18.6% 

One  year  37.7% 

Period  Ending  6/30/96 
per  Lipper  Analytical  Services 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  Co-managers  with  over  60  years 
of  combined  Wall  Street  experience 


Morningstar  5-Star  (*****)  Rating" 

(Out  of  1,469  equity  funds  as  of  5/31/96) 


For  a  prospectus  call: 

(800)  346-5263 


*  Out  of  637  open-end  equity  funds,  for  the  period  of  12/4/87  -  6/30/96. 
**  Morningstar  ratings  are  subject  to  change  every  month  and  are  calculated  from  the 
funds'  three-  and  five-year  average  annual  returns  with  appropriate  sales  charge 
adjustments  and  a  risk  factor  that  reflects  performance  relative  to  three-month 
Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  investment  category 
receive  five  stars. 

Total  returns  for  periods  ending  June  30,  1996  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption 
fee  and  a  12b- 1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of 
the  common  stock  of  500  publicly  traded  U.S.  companies.  For  more  complete 
information  including  charges,  expenses,  and  risks  on  small-cap  stocks  please  read 
the  prospectus  carefully  before  you  invest.  The  performance  cited  represents  past 
performance  which  is  not  indicative  of  future  results;  investment  performance 
fluctuates;  fund  shares  when  redeemed  may  be  worth  more  or  less  than  original 
cost.  The  prices  of  small  company  stocks  are  generally  more  volatile  than  those  of 
large  companies. 

The  Kaufmann  Fund,  Inc. 

1 40  East  45th  Street,  New  York,  NY  1 00 1 7  •  Fax  (2 1 2)  66 1  -2266 
Internet  -  http://www.kaufmann.com    Prodigy  -  Jump  Kaufmann 
AOL  -  Keyword:  Kaufmann 
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Fund/Minimum  initial  investment  ($) 

Fund/Minimum  initial  investment  ($) 

Fund/Minimum  initial  investment  ($) 

Dreyfus  Service/$  1,000+ 

Fidelity  Distributors/$2,500+ 

Franklin/Templeton  Distributors/$100+ 

800-645-6561 

800-544-8888 

800-342-5236 

62  funds;  $35.0  billion 

132  funds;  $307.0  billion 

U  fnnrk-  tfiQ  "}  hillinn 

J4  lUIIUo,    4>UJ.J  UIIIIUII 

Dupree  Investment  Advisors/$100 

59  Wall  Street  Distributors/$5,000 

Fremont  Mutual  Funds/none+ 

606-254-7741*;  800-866-0614 

800-625-5759 

800-548-4539 

1  fund;  $0.3  billion 

2  funds;  $0.3  billion 

3  fnnrk-  t(1  7  hillinn 

!  lUIIUo,    >pu  /  UIIIIUII 

Eaton  Vance  Distributors^  1,000 

First  Dominion  Capital/$1,000 

Fund/Plan  Services/$50+ 

617-482-8260";  800-225-6265 

804-285-8211*;  800-527-9500 

610-834-3400*;  800-441-6580 

16  funds;  $6.7  billion 

2  funds;  $0.2  billion 

fi  fiinri?.  tl  3  hillinn 
0  lUIIUo,    v  1  J  UIIIIUII 

Eclipse  Financial  Services/$  1.000 

First  Investors  Management  Co/$  1,000 

Furman  Selz/$500 

770-631-0414*;  800-872-2710 

800-423-4026 

800-662-8417 

2  funds;  $0.2  billion 

8  funds;  $1.5  billion 

3  fiinrU-  tf)  ^  hillinn 

J  lUIIUo,    >p\J.J  UIIIIUII 

Edgewood  Services/$500 

Firstar  Mutual  Funds/$100 

Gabelli  &  Company/$  1,000+ 

800-446-1012 

414-287-3710*;  800-982-8909 

800-422-3554 

13  funds;  $1.6  billion 

2  funds;  $0.2  billion 

fnnHe     $9  7  hillinn 

0  TUnOS;  $L.I  Diuion 

Empire  Builder/$1,000 

Flagship  Funds/$3,000 

Galaxy  Funds/$2,500 

800-847-5886 

513-461-0332*;  800-227-4648 

800-628-0414 

1  fund;  $0.1  billion 

12  funds;  $3.4  billion 

1  H  frinHc.    1 1  A  hillinn 

1U  TUnUS;  «J>1.4  Dlf  1  lOn 

Enterprise  Group/$1,000 

Flex  Funds/$2,500 

GAM  Funds/$10,000 

404-261-1116*;  800-432-4320 

614-766-7000*;  800-325-3539 

800-426-4685 

4  funds;  $0.5  billion 

1  fund;  $0.1  billion 

1  TunHc     tfi  Q  hillinn 

L  Tunas;  ju.y  Diuion 

FAM  Value  Fund/$2,000 

Fortis  Financial  Group/$500 

Gateway  Trust/$1,000 

800-932-3271 

800-800-2638 

513-248-2700  ;  800-354-6339 

1  fund;  $0.3  billion 

7  funds;  $1.8  billion 

1  fund;  $0.2  billion 

FBL  Investment  Advisory  Services/$250 

Forum  Financial  Services/$  10,000 

Gintel  &  Co/$5,000 

515-225-5400* 

800-953-6786 

203-622-6400*;  800-243-5808 

1  fund;  $0.1.  billion 

1  fund;  $0.1  billion 

1  fund;  $0.1  billion 

Federated  Securities/$1.000+ 

Founders  Asset  Management^  1,000 

Goldman  Sachs  Funds/$1,500 

800-341-7400 

303-394-4404*;  800-525-2440 

800-762-5035;  800-292-4726 

31  funds-,  $14.4  billion 

8  funds;  $3.1  billion 

8  funds;  $2.6  billion 

Fidelity  Advisor  Funds/$2,500 

FPA  Fund  Distributors^  1,500 

Gradison  Mutual  Funds/$1,000 

800-544-8888 

800-982-4372 

513-579-5000*;  800-869-5999 

13  funds;  $26.8  billion 

3  funds;  $1.4  billion 

3  funds;  $0.7  billion 

*Will  accept  collect  calls. 
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Fund/Minimum  initial  investment  i 


Great  Western  Sierra  Trust  Funds/$250 
800-222-5852 
8  funds;  $2.3  billion 

Greenspring  Fund/$2,000 
800-366-3863 
1  fund;  $0.1  billion 

Griffin  Financial  Services/$  1,000 
800-676-4450 

1  fund;  $0.1  billion 

GT  Global  Financial  Services/$500 
800-548-9995 
16  funds;  $8.8  billion 

Guardian  Investor  Services/$1,000 

-221-3253 
3  funds;  $1.3  billion 

John  Hancock  Funds/$1,000 
800-225-5291 
19  funds;  $9.9  billion 

Harris  Associates  Investment  Mgmt/$2,500 
800-625-6275 

2  funds;  $5.2  billion 

HCA  Securities/$2,000 

800-422-1050 
7  funds;  $6.4  billion 

Heartland  Advisors/$l, 

800-432-7856 

3  funds;  $1.9  billion 

Heine  Securities/$  1,000+ 
800-553-3014 

4  funds;  $16.4  billion 

Heritage  Asset  Managements, 

800-421-4184 
2  funds;  $0.2  billion 

*Will  accept  collect  calls. 


Forbes  ■  August  26,  1996 


IS  YOUR  IRA 
WORKING  HARD 
ENOUGH  FOR  YOU? 


T.  Rowe  Price  Equity  Income  Fund.  With  an  emphasis 
on  dividend-paying  stocks  of  established  companies,  the 
fund  allows  you  to  tap  the  growth  potential  of  stocks  while 
reducing  the  overall  effects  of  market  volatility  on  your  IRA 
investment.  The  fund  has  been  successful  in  its  investment 
approach  to  date — earning  a  five-star  (****★)  rating  for 
its  overall  risk-adjusted  performance  from  Morningstar. 
It  was  rated  among  1,583;  997;  and  539  equity  funds  for  the 
3-,  5-,  and  10-year  periods  ended  6/30/96,  respectively* 


★  *  *  *  ★ 


Morningstar 


Transfer  today.  If  your  current  IRA  investment  isn't 
meeting  your  expectations,  take  action  today.  Although 
there  can  be  no  guarantee  the  fund  will  reach  its  objective, 
Equity  Income  Fund  seeks  higher  returns  than  more 
conservative  investments.  A  small  improvement  in  your 
average  annual  return  can  significantly  boost  your  retire- 
ment savings  over  time. 

Transferring  made  easy.  Our  free  transfer  service  makes 
it  easy  to  move  your  IRA  assets  to  T.  Rowe  Price.  As  with 
any  stock  fund,  there  will  be  price  fluctuation.  The  mini- 
mum investment  is  just  $1,000  for  IRAs.  No  sales  charges. 


Call  24  hours  for  a  free 
IRA  Planning  Kit  and  prospectus 

1-800-541-6147 

hup:  1 1  www.  troweprice.  com 


Invest  With  Confidence 

T.RoweRice 


-Ik 


*  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  through  6/30/96.  These  ratings  may  change 
monthly  and  are  calculated  from  the  fund's  3-,  5-,  and  1 0-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns 
with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  The 
1  -year  rating  is  calculated  using  the  same  methodology  but  is  not  a  component  of  the  overall  rating.  The  fund  feeeived  S  stars  for 
the  3-,  5-,  and  1 0-year  periods.  For  the  1  -year  period,  the  fund  received  5  stars  and  was  rated  among  2,882  equity  funds.  Ten 
percent  of  the  funds  in  an  investment  category  receive  5  stars. 

Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor.  irao31896 


■ 

Fund/Minimum  initial  investment  ($) 

i  .  

Fund/Minimum  initial  investment  ($) 

Fund/Minimum  initial  investment  ($) 

Homestead  Value  Fund/$1,000 

800-258-3030 
1  fund;  $0.2  billion 

Jundt  Growth  Fund/$1,000 

800-543-6217 

1  fund;  $0.1  billion 

Loomis  Sayles/$2,500 

617-482-2450*;  800-633-3330 
3  funds;  $0.5  billion 

Hotchkis  and  Wiley/$5,000 

800-236-4479 

4  funds;  $0.8  billion 

Kaufmann  Fund/$1,500 

212-922-0123;  800-274-1520 
1  fund;  $4.7  billion 

Lord  Abbett  &  Co/$250+ 

800-874-3733 

16  funds;  $13.4  billion 

HSBC  Funds/$1,000 

614-470-8000*;  800-554-3862 
1  fund;  $0.1  billion 

Kemper  Financial  Services/$1,000 

800-621-1048 

26  funds;  $30.3  billion 

Lutheran  Brotherhood  Securities/$500 

612-339-8091*;  800-328-4552 
5  funds;  $3.1  billion 

Wayne  Hummer  &  Co/$  1,000 

800-621-4477 

1  fund;  $0.1  billion 

Key  Mutual  Funds/$500 

800-422-7273 

2  funds;  $0.2  billion 

Mackenzie/Ivy  Group  of  Funds/$  1,000 

800-456-5111 

4  funds;  $1.4  billion 

IAA  Trust  Company/$100 

800-422-8261 
1  fund;  $0.1  billion 

Keystone  Investment  Distri butors/$  1 , 000 

800-343-2898 

16  funds;  $8.7  billion 

Mairs  &  Power/$2,500 

800-304-7404 
1  fund;  $0.1  billion 

IAI  Funds/$5,000 

800-945-3863 

5  funds;  $1.7  billion 

Landmark  Funds/$1.000 

212-820-2383*;  800-846-5300 
2  funds;  $0.5  billion 

Managers  Funds/$2,000 

203-857-5321*;  800-835-3879 
2  funds;  $0.3  billion 

lnterSecurities/$500 

800-851-9777 

4  funds;  $1.3  billion 

Lazard  Freres  Asset  Management/$50,000 

212-632-6000* 
6  funds;  $3.0  billion 

Manning  &  Napier  Advisors/$2,000 

800-466-3863 
1  fund;  $0.1  billion 

Invesco  Funds  Group#/$  1,000+ 
303-930-6300*;  800-525-8085 
25  funds;  $12.4  billion 

Legg  Mason  Wood  Walker/$  1,000+ 
410-539-0000*;  800-822-5544 
11  funds;  $3.8  billion 

MAP-Equity  Fund/$250 

201-268-4549*;  800-559-5535 
1  fund;  $0.1  billion 

ISI/$5,000 

800-955-7175 

3  funds;  $0.5  billion 

Lexington  Management/$  1,000 
201-845-7300*;  800-526-0056 
6  funds;  $1.1  billion 

Markman  Capital  Management/$25,000 

513-629-2070*;  800-707-2771 
2  funds;  $0.2  billion 

Janus  Capital/$2,500 

800-525-8983 

10  funds;  $28.0  billion 

Lieber  &  Co/$  1,000 
914-694-2020*;  800-235-0064 
9  funds;  $2.3  billion 

MAS  Funds#/$1, 000,000+ 

800-354-8185 

7  funds;  $6.3  billion 

Jones  &  Bafason/$500-!- 
816-471-5200*;  810-422-2766 
6  funds;  $1.4  billion 

Lincoln  Investment  Planning/$2,000 

800-242-1421 

3  funds;  $0.5  billion 

Massachusetts  Financial  Services/$1,000 

617-954-5000*;  800-225-2606 
26  funds;  $24.2  billion 

*Will  accept  collect  calls.  #Available  at  lower  mntmun.  through  discount  brokerage. 
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Mathers  Fund/$  1,000 
847-295-7400;  800-962-3863 
1  fund;  $0.2  billion 

Mentor  Funds/$  1,000 
804-782-3510*;  800-382-0016 
4  funds;  $0.9  billion 

Meridian  Fund/$1,000 

415-461-6237*;  800-446-6662 
lfund;  $0.4  billion 

Merrill  Lynch  Funds  Distributor/$1,000 

800-637-3863 
40  funds;  $63.5  billion 

Mimlic  Sales/$250 

0-443-3677 
1  fund;  $0.1  billion 

Monetta  Fund/$1,000 

800-666-3882 

1  fund;  $0.3  billion 

Montgomery  Funds/$1,000+ 

415-248-6000*;  800-5/ 
6  funds;  $2.8  billion 

JP  Morgan  &  Co/none+ 

800-521-5411 

9  funds;  $4.3  billion 

Morgan  Grenfell  Investment  Trust/$250,000 
212-230-2600* 

2  funds;  $0.9  billion 

Morgan  Stanley  &  Co/$  1,000 
212-296-7200*;  800-438-6726 

3  funds;  $0.7  billion 

Munder  Capital  Management  1,000 
810-901-0770*;  800-239-3334 
1  fund;  $0.1  billion 

*Will  accept  collect  calls. 


Fund/Minimum  initial  investment  I 


Murphey  Favre/$1,000 

509-353-3550*;  800-543-8072 
4  funds;  $0.8  billion 

Nations  Fund/$1,000 

800-321-7854 

6  funds;  $1.5  billion 

Nationwide  Financial  Services/$250+ 

800-848-0920 

4  funds;  $2.0  billion 

Navellier  Aggressive  Small  Cap  Equity/$2,00 

800-887-8671 
1  fund;  $0.2  billion 

ND  Tax-Free  Fund/$  1,000 
701-857-0236*;  800-276-1262 

I  fund;  $0.1  billion 

Neuberger  &  Berman  Managements, 000+ 
800-877-9700 

7  funds;  $9.2  billion 

New  England  Fund  Group/$2,500 

617-578-1174*;  800-888-4823 

II  funds;  $3.7  billion 

New  USA  Mutual  Funds/$1,000 

800-222-2872 

1  fund;  $0.2  billion 

Nicholas-Applegate/$  1,000+ 
800-551-8045 

5  funds;  $1.4  billion 

Nicholas  Company/$500+ 

414-272-6133* 
4  funds;  $4.9  billion 

Northeast  Investors  Trust/$1,000 

617-523-3588*;  800-225-6704 

2  funds;  $1.1  billion 


MAINSTAY"  FUNDS  was 
established  over  IO  years 
ago,  and  our  portfolio 
" —  managers    now    have  a 

string  of  successes  to  their  credit. 
But  don't  take  our  word  for  it;  call 
1-800-MAINSTAY  for  a  free  prospectus 
which  contains  more  complete 
information  including  advisory  fees, 
other  expenses,  and  share  classes. 
DON'T    MISS    THE  BOAT 

Past  performance  is  no  guarantee  of  future  results 
Most  MainStay  Funds  currently  offer  two  classes  "I 
shares.  You  should  consider,  when  deciding  whether 
to  purchase  a  particular  class  of  shares,  the  investment 
amount,  anticipated  holding  period,  and  other 
relevant  factors.  Investors  should  read  the  prospectus 
carefully  before  they  invest  or  send  money.  NYLIFE 
Distributors  Inc.,  the  distributor,  260  Cherrv 
Hill  Road,  Parsippany,  NJ  07054,  is  an  indirect 
wholly  owned  subsidiary  of  New  York  Life  W  ?3 
Insurance  Company  1  1996.  All  Rights  Re 
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.'Fund/Minimum  initial  investment 

m 

|    Fund/Minimum  initial  investment  ($) 

Fund/Minimum  initial  investment  ($) 

Northstar/$2,500 
203-863-6200*;  800-595-7827 
6  funds;  $1.2  billion 

Pax  World  Fund/$250 

603-431-8022*;  800-767-1729 
1  fund;  $0.5  billion 

Pimco  Advisors  Distributor^, 000 

800-227-7337 

9  funds;  $4.6  billion 

John  Nuveen  &  Co/$1,000 

800-621-7227 

7  funds;  $4.8  billion 

Payden  &  Rygel  Investment  Group/$5,000 

213-625-1900*;  800-572-9336 
1  fund;  $0.7  billion 

Pioneer  Group/$50+ 

617-742-7825*;  800-821-1239 
11  funds;  $12.9  billion 

NYLife  Distributors/$500+ 

800-522-4202 

8  funds;  $6.5  billion 

PBHG  Funds/$2,500 

800-809-8008 

4  funds;  $7.1  billion 

Piper  Capital  Management/$250+ 

612-342-6402*;  800-866-7778 
7  funds;  $1.4  billion 

Oberweis  Emerging  Growth/$1,000 

708-801-6000*;  800-323-6166 
1  fund;  $0.2  billion 

Pelican  Fund/$5,000 

617-330-7500*;  800-447-3167 
1  fund;  $0.2  billion 

T  Rowe  Price  Associates/$2,500 

800-638-5660 

43  funds;  $52.9  billion 

Offitbank/$250,000 

800-618-9510 

2  funds;  $0.7  billion 

Penn  Square  Management7$500 

610-670-1031*;  800-523-8440 
2  funds;  $0.4  billion 

Principal  Preservation  Funds/$1,000 

800-826-4600 
1  fund;  $0.1  billion 

One  Group/$1,000 

614-470-8000* 
2  funds;  $0.2  billion 

Permanent  Portfolio/$1,000 

800-531-5142 

2  funds;  $0.2  billion 

Princor  Financial  Services/$300+ 

800-247-4123 

9  funds;  $1.8  billion 

Oppenheimer  Fund  Management/$1,000 

303-671-3200*;  800-525-7048 
33  funds;  $34.1  billion 

PFS  Distributors/$250 

800-544-5445 

7  funds;  $4.4  billion 

Provident  Institutional  Management/$2,500 

302-791-2396* 
1  fund;  $0.1  billion 

Overland  Express/$1,000 

800-222-8222;  800-552-9612 
4  funds;  $1.0  billion 

Philadelphia  Fund/$1,000 

800-749-9933 
1  fund;  $0.1  billion 

Prudential  Securities/$  1,000+ 

800-225-1852 

37  funds;  $24.2  billion 

PaineWebber/$l,000 

800-647-1568 

14  funds;  $5.2  billion 

Phoenix  Equity  Planning/$500 

800-243-4361 

13  funds;  $8.0  billion 

Putnam  Mutual  Funds/$500 

800-225-1581 

46  funds;  $85.8  billion 

Parnassus  Financial  Management/$2,000 

415-778-0200*;  800-999-3505 
1  fund;  $0.3  billion 

Pilgrim  America  Group/$  1,000 

800-334-3444 

1  fund;  $0.2  billion 

Quantitative  Advisors/$5,000 

617-259-1144*;  800-331-1244 
1  fund;  $0.1  billion 

Pasadena  Group  of  Mutual  Funds/$  1,000 
800-882-2855 

3  funds;  $0.7  billion 

Pimco  Advisors#/$200,000+ 

800-927-4648 

18  funds;  $16.7  billion 

Reich  &  Tang/$5,000 

800-676-6779 

2  funds;  $0.2  billion 

*Will  accept  coiiect  cails.  Available  at  lower  minimum  through  disccunt  brokerage. 
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Rimco  Monument  Funds/$500 

202-835-4280*;  800-934-3883 

1  fund;  $0.1  billion 

Robertson,  Stephens  &  Co/$5,000 
800-766-3863;  800-288-7726 
4  funds;  $1.9  billion 

Rodney  Square  Funds/$1,000 
-336-9970 

2  funds;  $0.9  billion 

Roulston  Research/$250 

800-332-6459 
1  fund;  $0.1  billion 


Fund/Minimum  initial  investment  l 


Royce  Funds/$2,000 

800-221-4268 

4  funds;  $1.1  billion 

Rushmore  Group/$2,500 

800-343-3355 
1  fund;  $0.2  billion 

Russell  Fund  Distributors/$1,0 

800-997-7327;  800-647-7327 
7  funds;  $3.4  billion 

Ryback  Management/$2,000+ 

314-727-5305* 
3  funds;  $3.8  billion 


Fund/Minimum  initial  investment  I 


Rydex  Funds/$25,000 

301-468-8520*;  800-820-0888 

2  funds;  $0.4  billion 

Safeco  Securities/$1,000 

206-545-5530*;  800-426-6730 
4  funds;  $1.6  billion 

Salomon  Brothers  Asset  Management/$500+ 

800-725-6666 

3  funds;  $0.7  billion 

SBM  Financial  Services/$250 

800-328-4735 
1  fund;  $0.1  billion 


*Will  accept  collect  calls. 


Dependable  Growth  For  Your  IRA 


Benham  Target  Maturities  Trust 


^Vhen  you  invest  in  any  of  our 
six  Target  Portfolios,  we  can  cal- 
culate the  amount  you  should 
receive  in  the  target  maturity 
year,  because  zero-coupon  yields 
are  "locked  in"  when  purchased 
by  the  Fund. 

You  can  earn  a  dependable  return 
if  you  hold  your  shares  until 
maturity,  reinvesting  any  divi- 
dends or  capital  gains.  As  with  a 
direct  investment  in  zeros,  you 


Anticipated  growth  of  each  portfolio 
is  based  on  a  $1 0,000  investment 
on  7/5/96,  and  assumes  it  is 
to  the  respective  maturity  year. 


Benham  Target  Maturities  Trust  Portfolios 


should  expect  dramatic  share 
price  fluctuations,  so  that  shares 
sold  before  maturity  may  produce 
significant  gains  or  losses. 

Put  our  experience  to  work  for  you 

Benham  Target  Maturities  Trust  is 
the  oldest  and  largest  mutual  fund 
investing  in  zero-coupon  U.S. 
Treasury  bonds.  Call  today  for  a 
free  investment  kit,  including 
information  about  Benham  IRAs. 


Call  1-800-331-8331 

http://networth.galt.com/benhaml5 

□  The  Benham  Group" 

Part  of  the  Twentieth  Century  Family  of  Mutual  Funds 

Please  note  that  investing  in  a  non-IRA  late  in  the  year  will  cause  you  to  incur  federal  income  taxes  on  the  portfolio's  imputed  income  and  capital 
gains  for  the  entire  year.  The  Portfolios'  share  prices  and  growth  rates  are  not  guaranteed  by  the  Trust,  The  Benham  Group,  or  any  affiliates.  The  free 
investment  kit  includes  a  prospectus  with  more  complete  information  on  management  fees  and  expenses.  Please  read  it  carefully  before  you  invest. 
Share  prices  and  yields  are  not  guaranteed  and  will  vary.  Benham  Distributors,  Inc.  M6FGP 


Fund/Miijimum  initial  investment  ($) 

■ 

Fund/Minimum  initial  investment  ($) 

Fund/Minimum  initial  investment  ($) 

Schroder  Capital  Management  lntl/$2,500 

800-344-8332 
1  fund;  $0.3  billion 

Signature  Financial  Group/$1,000 

800-762-6814 

1  fund;  $0.1  billion 

Stein  Roe  &  Farnham/$2,500 

800-338-2550 

13  funds;  $5.3  billion 

Charles  Schwab/$1,000+ 

415-627-7000*;  800-435-4000 
6  funds;  $10.7  billion 

Signet  Financial  Services/$3,000 

800-922-7771 

2  funds;  $0.2  billion 

Stratton  Funds/$2,000 

800-634-5726 
1  fund;  $0.1  billion 

Scudder  Investor  Services/$500+ 

800-225-2470 

33  funds;  $31.2  billion 

SIT  Investment  Associates/$2,000 

800-332-5580 

5  funds;  $0.8  billion 

Strong/Corneliuson  Capital  Mgmt/$250+ 

800-368-3863 

19  funds;  $13.8  billion 

Securities  Management  &  Research/$100 

800-231-4639 

2  funds;  $0.3  billion 

Skyline  Funds/$1,000 

312-913-0900*;  800-458-5222 
2  funds;  $0.3  billion 

SunAmerica  Asset  Management/$500 

800-858-8850 

6  funds;  $1.0  billion 

Security  Distributors/$100 

800-888-2461 

3  funds;  $0.7  billion 

Smith  Barney  Mutual  Funds  Mgmt/$  1,000 

800-451-2010 

31  funds;  $26.0  billion 

Sunstone  Financial  Group/$2,500 

414-271-5885* 

12  funds;  $3.9  billion 

SEI/$2,500 

800-342-5734 

3  funds;  $0.4  billion 

Smith  Breeden  Associates/$  1,000 

800-221-3138 

1  fund;  $0.2  billion 

Templeton  Funds  Distributors^  100 

800-237-0738 

9  funds;  $30.7  billion 

Seligman  Financial  Services/$1,000+ 

212-850-1864*;  800-221-7844 
16  funds;  $8  3  billion 

SoGen  Securities/$1,000 

800-628-0252 

3  funds;  $3.8  billion 

Thornburg  Management/$5,000 

800-847-0200 

4  funds;  $1.4  billion 

Sentinel  Financial  Services/$1,000 

800-282-3863 

6  funds;  $1.8  billion 

Southeastern  Asset  Management#/$10,000 

800-445-9469 

2  funds;  $2.3  billion 

Torray  Fund/$10,000 

3Ul-4bJ-4bl)l)  ;  oU0-44j-JU3b 
1  fund;  $0.1  billion 

Sentry  Equity  Services/$500 

800-533-7827 
1  fund;  $0.1  billion 

Stagecoach  Asset  Management/$1,000 

800-222-8222 

11  funds;  $2.9  billion 

Tweedy,  Browne/$2,500 

800-432-4789 

2  funds;  $1.3  billion 

Sequoia  Fund/t 

212-832-5280* 
1  fund;  $2.3  billion 

Standish,  Ayer  &  Wood  Inv  Trust/$  100,000 

800-221-4795 

5  funds;  $3.5  billion 

Twentieth  Century  lnvestors/none+ 

800-345-2021 

38  funds;  $45.7  billion 

SIFE  Trust/$200 

510-988-2400*:  80l     -  7433 
1  fund;  $0.7  billion 

State  Street  Research  Invest  Svcs/$2,500 

800-882-0052 

8  funds;  $3.1  billion 

United  Services  Advisors/$1,000 

800-873-8637 

3  funds;  $1.0  billion 

*Will  accept  coiled  calls.  ^Available  at  lowai  mifimum  through  discount  brokerage.  tClosed  to  new  investors. 
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Fund/Minimum  initial  investment  i 


USAA  Investment  Management  Co/$1,000+ 

800-382-8722 

20  funds;  $16.7  billion 

Value  Line  Securities/$1,000 

800-223-0818 

8  funds;  $1.6  billion 

Van  Eck  Global/$1,000 

212-687-5200*;  800-221-2220 

4  funds;  $0.8  billion 

Van  Kampen  American  Capital/$500 

800-421-5666 

19  funds;  $15.7  billion 

Vanguard  Group  of  Investment  Cos/$3,000+ 

800-662-7447 

75  funds;  $200.5  billion 

Vista  Mutual  Funds/$2,500 

800-648-4782 

8  funds;  $6.6  billion 

Voyageur  Fund  Distributors/$1,000 

612-376-7000*;  800-553-2143 

5  funds;  $1.5  billion 

Waddell  &  Reed/$500+ 

913-236-2000*;  800-366-5465 
16  funds;  $14.1  billion 

Warburg  Pincus/$1,000+ 

800-257-5614 

8  funds;  $5.9  billion 

Wasatch  Advisors  Funds/$2,000 
800-551-1700 

4  funds;  $0.7  billion 

Weiss,  Peck  &  Greer/$2,500+ 
800-223-3332 

5  funds;  $0.6  billion 

ill  accept  collect  calls. 


Fund/Minimum  initial  investment  l 


Weitz  Securities/$25,000+ 

402-391-1980*;  800-232-4161 

2  funds;  $0.3  billion 

Westchester  Capital  Management/$2,000 

800-343-8959 
lfund;  $0.5  billion 

MJ  Whitman/$1,C 

-443-1021 

1  fund;  $0.5  billion 

Wood  Logan/$1,000 

800-872-8037 

4  funds;  $0.5  billion 

Wood,  Struthers  &  Winthrop  Mgmt/$250 

800-225-8011 

3  funds;  $0.4  billion 

Woodward  Funds/$1,000 

800-688-3350 

2  funds;  $0.1  billion 

Wright  Investor  Services/$1, 

800-888-9471 
1  fund;  $0.2  billion 

Yacktman  Fund/$2,500 

800-525-8258 
lfund;  $0.6  billion 

Yorktown  Distributors/$500 

804-846-1361*;  800-544-6060 
1  fund;  $0.1  billion 

Zweig  Securities/$  1,000 
800-272-2700 

3  funds;  $2.4  billion 
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If  International  Investing  Seems 
Foreign,  Our  Strategy  Will  Make 
You  Feel  Right  At  Home. 


Select  Ten 
International  Series 


The  global  marketplace  offers 
diversified  investment  potential.  And 
with  this  Series'  time-honored  buy-and- 
hold  strategy,  you  can  feel  comfortable 
with  opportunities  in  Hong  Kong, 
Japan  and  the  United  Kingdom. 

It's  a  simple  strategy  in  any 
language.  Each  of  the  three  Portfolios 
buys  and  holds  the  10  highest 
dividend-yielding  stocks  of  a  major 
foreign  Index  for  one  year,  then 
reinvests  the  proceeds  into  a  new 
trust  containing  the  then-current 
highest  yielding  stocks.  International 
investing  has  special  risks,  including 
currency  fluctuations  and  political 
developments. 

The  minimum  investment  for  the 
Select  Ten  International  Portfolios  is 
only  $250.  Call  Defined  Asset  Funds 
today  for  our  free  Select  Ten 

International  Series  Guide  which 
describes  how  you  can  feel  at  home 

investing  in  international  markets. 

1-800-562-2926  ext.  602 


Buy  With  Knowledge. 


E 


efined  Asset  Funds6 


Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 

A  free  prospectus  containing  more  complete 
information  on  any  Equity  Income  Fund 
Select  Ten  International  Portfolio,  including 
all  charges  and  expenses  ana  the  special 
considerations  associated  with  international 
investing,  is  available  from  any  of  the  above 
sponsors.  Read  the  prospectus  carefully 
before  investing. 


O  1996  \U-mll  Lynch,  fierce,  Fe 


■  Smith  In, .  Member  SIK. 


Ground  zero 

Rattled  equity 
investors  have  found  a 
haven  in  the  junk  bond 
market  this  year.  Through  July's 
market  gyrations,  junk  bonds  were 
up  5%,  in  line  with  die  s&P. 

There's  something  to  be  said  for 
this:  You  get  high  income  and  some 
of  the  benefits  of  stocks.  But  avoid 
many  junk  zeroes,  warns  Sam 
DeRosa-Farag,  head  of  high-yield 
strategy  at  Chase  Securities. 

About  $27  billion  in  junk  zeroes 
has  been  issued  since  1992.  Nearly 
two-thirds  of  these  bonds  funded 
high-risk  media  and  telecommunica- 
tions startups  like  wireless  cable. 

Junk  zeroes  don't  pay  interest  for 
the  first  5  of  their  7-to- 12-year  lives; 
then  the  accumulated  interest  is 
paid.  Many  investors  in  the  recent 
crop  of  zeroes  hoped  the  issuers 

Walking  papers 

Since  most  deals  these 
^HF      days  are  paid  for  in  stock, 

did  the  recent  market 
shift  jeopardize  any?  In  most  cases, 
probably  not:  both  the  acquirers' 
and  targets'  shares  declined. 

One  exception:  deals  with  "walk- 
away" provisions.  If  the  acquirer's 
stock  price  averages  below  a  speci- 
fied level  within  days  of  the  deal's 
closing,  it  can  be  renegotiated  or 
nixed.  Of  the  193  deals  tracked  by 
Bear,  Stearns'  risk  arbitrage  desk,  22 
have  walk-aways.  Some  acquirers' 
stocks  listed  in  the  table  below  are 


Risky  business 


Target/acquirer 

Walk-away 

Recent 

price* 

price 

Applied  Bioscience/Pharmaceutical  Product  Dev 

30 

27X 

First  State  Financial/Sovereign  Bancorp 

8 

im 

Image  Industries/Maxim  Group 

11 

12ft 

Portland  General/Enron  Corp 

36tf 

39ft 

EW  Scrippst/Comcast  Corp 

17 

15ft 

•Represents  price  of  acquirers'  stock  at  which  deal  could  break.  tAcquisition  of  cable  properties  only. 
Source:  Bear,  Stearns  &  Co. 


Beware  a  market  tumble  if  you  own  one  of  these  target 
stocks.  Any  of  these  deals  could  5s»  canceled  if  the  acquir- 
ers' stock  farts  below  the  so-called      xsaway  price. 


would  redeem  their  paper  with  pro- 
ceeds from  an  IPO  before  the  bonds 
began  paying  interest.  But  the  ipo 
market  has  slowed.  Unless  investors' 
appetites  for  risk  revive,  issuers  may 
have  trouble  redeeming. 

Result:  Prices  for  zeroes  have 
fallen — for  July,  they  were  down 
0.52%  while  cash-paying  junk  rose 
0.86%.  Two  zero  deals,  worth  $375 
million,  were  pulled  this  month.  But 
$1.4  billion  in  new-issue  zeroes 
awaits  a  more  hospitable  market. 

The  supply  hanging  over  the 
market  will  keep  zeroes  under  pres- 
sure, says  Mark  Attanasio,  who  runs 
$2.5  billion  in  high-yield  assets  for 
Trust  Co.  of  the  West.  But  some 
cash-paying  junk  bonds  are  good 
buys.  He  favors  junk  with  maturities 
of  seven  years  or  less.  He  likes  debt 
issued  by  Revlon,  Inc.,  Foamex  and 
Talley  Manufacturing. 


near  their  walk-away  prices.  Exam- 
ple: Comcast's  acquisition  of  E.W. 
Scripps'  cable  assets.  Scripps  can 
walk  if  Comcast's  stock,  recently  at 
15%,  averages  17  in  a  set  period. 

If  you  own  any  companies  that 
have  agreed  to  be  bought,  check  if 
they  have  walk  aways.  If  so,  consider 
selling  your  shares.  Many  of  these 
deals  won't  close  for  months,  which 
makes  you  vulnerable  to  a  called-off 
deal.  What's  more,  you  may  not  be 
paid  well  enough  to  wait  for  the 
acquisition  to  go  through. 

Example:  Enron  Corp.'s  $3.2  bil- 
lion acquisition  of  electric  utility 

Portland  Gener- 
al. At  recent 
prices,  the  deal, 
expected  to 
close  in  a  year, 
would  earn 
investors  around 
13%  annualized. 
That's  too  low, 
given  market 
risk.  Anything 
below  15% 
probably  is  not 
worth  the  risk. 
Your  broker  can 
figure  this  out 
for  you. 


Greedy,  greedy 

Shares  of  Trump  Hotels  &  Casino 
Resorts  (djt) — 40%  owned  by 
Donald  Trump- — went  public  in 
1995  and  hit  a  high  of  35^  in  June 
before  falling  to  22%  after  Trump 
announced  in  June  that  DJT  would 
buy  Trump  Castle  from  him. 
Although  the  stock  rebounded  to  a 
recent  26%  on  takeover  talk, 
investors  still  think  Trump  is  getting 
DJT  to  overpay  him  for  the  property. 
He  will  receive  about  $500  million, 
or  nine  times  estimated  1996  oper- 
ating income.  In  contrast,  DJT  trades 
at  seven  times  operating  income. 

"The  property's  worth  about 
$100  million  less,"  says  Richard 
Sokol,  analyst  with  Massachusetts 


Financial  Services,  a  big  DJT  holder. 
Sokol  wants  him  to  defer  receipt  of 
some  of  his  new  shares  until  it's 
clear  the  acquisition  has  paid  off. 

Trump  may  be  open  to  compro- 
mise. If  he  is,  the  stock's  a  buy,  says 
Sokol,  who  thinks  DJT  will  hit  50  by 
1998.  If  he  isn't,  it'll  send  a  bad 
message  to  investors  who  recall  his 
casino  bankruptcies  a  few  years  ago. 
"If  he  reestablishes  credibility  the 
stock  will  be  valuable,"  says  Sokol. 
"But  he  hasn't  taken  a  step  in  the 
right  direction  with  this  deal." 


Money  in  the  bank 

Thrift  stocks  have  been 
solid  performers  in  the 
last  12  months,  up  19%. 
Take  profits,  says  Jeffrey  Schwarz, 
who  comanages  $100  million 
(assets)  Metropolitan  Capital  Advi- 
sors, which  invested  heavily  in  the 
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sector.  To  date,  Schwarz's  fund  is  up 
12%,  net  of  fees.  Bank  stocks  are  the 
better  buy  now,  in  his  view.  The 
median  thrift  trades  at  14  times  last 
12 -months'  profits,  according  to  SNL 
Securities;  banks  trade  at  12  times. 

He  looks  for  banks  acquiring 
others.  Merger  savings  give  their 
profits  a  cushion  if  lending  margins 
shrink.  A  favorite:  Union  Planters 
Corp.,  (UPC),  an  $11  billion  (assets) 
Memphis  bank.  At  a  recent  30%,  its 
shares  trade  on  the  NYSE  at  just  nine 
times  estimated  1996  profits. 

Since  1992,  Union  Planters  has 
bought  over  30  local  banks  and 
thrifts  with  assets  of  $8  billion.  In 
March,  it  moved  to  buy  Leader 
Financial,  a  Memphis  thrift,  in  a 
$523  million  stock  swap. 

Even  if  Union  Planters'  operating 
profits  are  flat  in  1997,  savings  from 
the  Leader  Financial  deal  will  boost 
profits  by  9%,  to  $3.50  a  share, 
Schwarz  estimates.  With  a  franchise 
in  seven  southern  states,  Union 
Planters  may  itself  prove  an  attrac- 
tive target,  perhaps  for  Nations- 
Bank. Even  without  a  takeover,  he 
expects  the  stock  to  hit  40  in  the 
next  12  months,  a  33%  gain. 

Spelling  profits 

What  does  Viacom  have 
iflb     in  store  for  its  75%  stake 

in  Spelling  Entertainment 
Group?  The  NYSE-listed  TV-show 
producer,  founded  by  Aaron 
Spelling,  made  hits  like  Beverly  Hills 
90210.  Viacom  tried  to  sell  its 
Spelling  stake  in  1995.  It  didn't  get 
the  $16  a  share  it  sought,  so  Viacom 
took  Spelling  off  the  block  in  May. 
The  shares  fell  50%,  to  a  recent  7%. 

Mario  Gabelli,  who  heads  $4  bil- 
lion Gabelli  Asset  Management,  sold 
Spelling  in  the  mid-teens,  but  he's 
been  buying  again.  He  figures  it's 
worth  up  to  $12  a  share — ten  times 
estimated  1996  operating  income,  a 
fair  price  for  a  pure  play  in  TV  pro- 
duction. Even  if  it  has  no  new  hits, 
its  library  has  recent  winners,  and  old 
favorites  like  Love  Boat  and  Dallas. 
Spelling  also  owns  Virgin  Interactive, 
maker  of  CD-ROMs  and  video  games. 
Daniel  Perla,  who's  been  buying 
Spelling  for  his  $40  million 
Tradewind  Value  Fund,  says  Virgin 
alone  is  worth  $2  a  share.  ■ 
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Off-the-rack 
solutions 
belong  here! 


Since  no  two  investors  are  ever  com- 
pletely alike,  standardized  solutions  for 
capital  enhancement  can  often  lead  to 
frustration. 

At  Bank  Julius  Baer,  each  portfolio  is 
individually  structured  to  create  a  snug 
fit  for  long-term,  after-tax  performance. 
International  wealth  management 
is  our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

IBp°B 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:    Zurich    Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal    Grand  Cayman    Palm  Beach    Los  Angeles   San  Francisco    Mexico    Hong  Kong 

http://wwwjuliusbaer.com 


Education? 
Retirement? 
Peace  of  Mind? 

You  have  your 
reasons. 


Whether  it's  for  education, 
retirement  or  simply  for  the 
peace  of  mind  that  comes  from 
knowing  your  money  will  be 
there  when  you  need  it. 

Ask  your  employer  or  banker 
about  saving  with 
U.S.  Savings  Bonds. 


merica  v/.  I 


Take 
Stock 

inAmerica 


V  SAVINGS  (M 


u.  BONDS 

A  public  service  of  this  magazine 


FAT  BUSTER'S  GUIDE 
TO  BIG 

GOVERNMENT... 


Big  Government  is  taxing, 
spending,  borrowing, 
mandating  and  regulating 
America  to  death,  devouring 
42  cents  of  every  dollar  earned  nationwide, 
Read  Government:  America's  #1  Growth  Industry  to 
tind  our  whar's  gone  wrong,  and  what  you  can 
do  about  it. 

 1AISSEZ  FAiRE  BGDKS 

1-800-326-0996 


CALL  OR  ORDER  TODAY? 


Published  by  The  Institute  for  Policy  but  ovation 


ADVERTISEMENT 


Pock  Client's  Fbrtfolio  with 
the  Pbwer  of  Dividends. 

Delaware  Qmup  offers  two  funds  that  put  the 
Decatur  dividend  approach  to  work  for  you.  The 
Decatur  Funds  invest  primarily  in  U.S.  stocks, 
which  pay  above-average  dividends  and  are 
believed  to  have  potential  for  long-term  capital 
growth. 

Decatur  Total  Return  Fund  seeks  long-term  total 
return  and  offers  quarterly  dividends. 

Decatur  Income  Fund  seeks  high  current  income 
and,  unlike  most  other  equity  income  funds,  pays  a 
monthly  dividend. 

The  Decatur  Funds  are  member  funds  of  the  67- 
year-old  Delaware  Group,  which  today  manages 
mutual  fund  and  institutional  assets  of  more  than 
$28  billion. 

Call  1-800-362-7500 

Call  Delaware  Group  today  for  a  free  Decatur  kit. 


DELAWARE 
GROUP 

■■HHHI 

Philadelphia  •  London 


A  GAY  AND  LESBIAN 
RESPONSIVE  VALUE  FUND 


The  Meyers  Sheppard  Pride  Fund 
is  a  no-load  mutual  fund. 

The  Fund  invests  for  long-term  capital  appreciation  by 
seeking  out  undervalued,  well-managed  companies  that  we 
believe  will  out-perform  the  market  in  the  long  term.  Our 
strategy  is  to  only  invest  in  companies  that  have  specifically 
stated  progressive  policies  towards  Gays  and  Lesbians,  a 
selection  universe  that  currently  includes  approximately 
325  blue  chip  stocks. 

The  Meyers  Sheppard  Pride  Fund  is  also  available  for 
investment  by  IRA's,  and  through  ERISA  qualified 
retirement  plans.  A  minimum  investment  of  $1000  or  $250 
for  IRAs  and  automatic  investment  accounts  is  required. 

Invest  in  your  financial  future.  .  .  today. 

For  more  complete  information  on  the  Meyers  Sheppard  Pride  Fund, 
including  fees  and  expenses,  and  to  obtain  a  prospectus,  please  call: 


800 


5  3  3  7 


The  Fund  i;,  distributed  hv: 
Furman  Selz  LLC  230  Park  Avenue  New  York,  New  York  10169 
The  shares  «>f  the  Fund  may  not  be  registered  in  all  states.  PFA4  8/96 
Please  read  the  prospectus  carefully  prior  to  investing. 


See  our  website  at  ww  idefund.com 


The  Kaufmann  Fund' 

A  Small' Company  Aggressive  Growth  Fund 


#/  Performing  Fund  Since 
the  Market  Low  of  1987 

—  per  Mutual  Fund  Forecaster* 


Five-Year  Compounded 
Annual  Return 


15.7% 


S&P 

500 


25.9% 


KAUFX 
FUND 


Ten  year   18.6% 

One  year  37.7% 

Period  Ending  6/30/96 
per  Lipper  Analytical  Services 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  Co-managers 


Morningstar  5-Star  (★****)  Rating' 

(Out  of  1,469  equity  funds  as  of  5/31/96) 


For  a  prospectus  call: 


(800)346-5263  mk 


*0ut  of  637  open-end  equity  funds,  for  the  period  of  12/4/87  -  6/30/96. 
**Momingstar  ratings  are  subject  to  change  every  month  and  are  calculated  from  the  funds' 
three-and  five-year  average  annual  returns  with  appropriate  sales  charge  adjustments  and 
a  risk  factor  that  reflects  performance  relative  to  three-month  Treasury  bill  monthly 
returns.  Ten  percent  of  the  funds  in  an  investment  category  receive  five  stars. 
Total  returns  for  periods  ending  June  30,  1996  are  historical  and  include  change  in  share 
price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee  and  a 
12b-l  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the  common 
stock  of  500  publicly  traded  U.S.  companies.  For  more  complete  information  including 
charges,  expenses,  and  risks  on  small-cap  stocks  please  read  the  prospectus  carefully 
before  you  invest  The  performance  cited  represents  past  performance  which  is  not 
indicative  of  future  results;  investment  performance  fluctuates;  fund  shares  when 
redeemed  may  be  worth  more  or  less  titan  original  cost  The  prices  of  small  company 
stocks  are  generally  more  volatile  than  those  of  large  companies. 

The  Kaufmann  Fund,  Inc. 

Fax  (2 1 2)  66 1  -2266  •  Internet  -  http://www.kaufmann.com 
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Let  us  point  you  in  the  right  direction. . 

N AVELLIER 


Performance  Funds 

Aggressive  Growth  Portfolio 
...a  non-diversified  portfolio. 

The  first  in  a  series  of  No-Load  mutual  funds . 
Performance  History: 

Since  Inception 

(12/29/95-6/281%) 

Quarter 

(3/29/96-6/28/96) 


30.63% 
15.18% 


Navellier  Securities  Corp., 
member  NASD  &  SIPC 

1-800-887-8671 


*  For  more  complete  information  about  The 
Navellier  Performance  funds,  including  charges 
and  expenses,  please  request  a  prospectus  from 
Navellier  Securities  Corp.  by  calling  the  phone 
number  below.  Please  read  it  carefully  before  you 
invest  or  send  money. 

The  performance  data  quoted  represents  past 
performance.  Past  Performance  does  not  guarantee 
future  results.  The  investment  return  and  principal 
value  of  an  investment  will  fluctuate  so  that  an 
investor's  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  cost.  For  full  details 
read  the  Fund's  prospectus.  The  prospectus 
contains  more  complete  information  about  the 
Navellier  Performance  Fund,  including  charges 
and  expenses.  Please  read  it  carefully  before  you 
invest  or  send  money. 


"We  know  what  works  on  Wall  Street" 


THE  FORBES/BARRA  WALL  STREET  REVIEW 


The  overall  market 


Large  companies  with  proven  histo- 
ries of  sales,  earnings  and  dividend 
growth  can  prove  their  worth  when 
the  markets  turn  volatile.  Invesco's 
Industrial  Income  fund  manager 
Charles  Mayer  (Forbes  grades  for 
this  fund:  C  in  up  markets  and  A 
during  down  periods)  is  especially 
fond  of  Kellogg  Co.  Even  though  the 
company  just  announced  price  cuts 
for  its  flagship  cereal  business,  during 
the  July  correction  Kellogg  dropped 
from  76  to  just  73,  and  by  early 
August  was  back  above  76.  During 
the  October  1987  rout,  it  dropped 
only  7%  against  die  s&p  500's  decline 
of  22%.  "It  is  the  kind  of  comfortable 
holding  one  wants  to  be  in  during 
volatile  markets,"  says  Mayer,  whose 
fund  owns  over  500,000  shares. 
Another  firm  he  likes  for  its  stock's 
stability:  Service  Corporation  Inter- 
national, the  funeral  home  operator. 


Special  focus 


Thanks  to  Wall  Street's  July  correction, 
many  stocks,  particularly  those  in  the 
technology  sector,  have  begun  to  look 
reasonably  priced.  Others — including 
the  eight  stocks  below — remain  richly 
priced.  Despite  losing  over  30%  of  their 
value  in  the  last  three  months,  these 
stocks  sell  for  at  least  34  times  1997  esti- 
mated earnings. 

Cheaper,  but  not  cheap 


3-mo 


1997 


Company 

jrice  change 

est  P/E 

Arbor  Software 

-36% 

65 

Forte  Software 

-48 

93 

Liposome 

-39 

47 

Pixar 

-41 

34 

Premiere  Technologies 

-38 

47 

Pure  Software 

-33 

42 

Remedy 

-40 

44 

Zoltek 

-33 

42 

Source:  IBES  Express. 

4000 
3600 
3200 
2800 


The  Barra  All-US  price  index  as  of  8/2/96 

Market  value:  $7,550.5  billion 

P/E:  22.3 

P/E  minus  negative  EPS:  17.3 

Price/book:  3.0 
Yield:  1.9% 


12-month  closeup 

SBarra  index 
3900  _j200-day  moving  average 


3700 


Performance 

Last  4  weeks 
Since  12/31/95 


Price     Total  return 

-0.6%  -0.5% 
6.7  7.8 


1200 


'86     '87  '£ 


'89    '90    '91    '92    '93    '94    '95  '96 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 


2-week  change 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors8 


Note:  Data  for  period  ending  8/2/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings  growth. 
2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S.  technology 
stocks.  Base  value  =  50  (adjusted),  12/31/82. 4A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21  commodity 
futures.  'Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  'Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi-industry 
firms  have  proportional  contributions  in  two  or  more  groups.  '1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 


Barra  All-US  index 

2.9  % 

14.9% 

-4.5% 

S&P/Barra  Growth  index1 

3.9 

|  23.2 

-1.8 

S&P/Barra  Value  index2 

3.6 

|  19.3 

-3.5 

Dow  Jones  industrials 

4.7 

 |  21.3 

-1.7 

S&P  500 

3.7 

|  18.5 

-2.4 

NYSE 

3.2 

1 

18.0 

-2.7 

Nasdaq 

2.5 

1 

13.5 

-9.9 

PSE  Tech  100 

5.4 

_J  5.0 

-13.0 

EAFE 

0.3 

J 

4.0 

-3.9 

CRB  futures  index56 

0.8 

_l 

5.5 

-6.4 

Gold  (Comex  spot) 

0.7 

_J 

1.1 

-6.6 

Yen  (per  $US) 

-1.1 

16.8 

-13.9 

Oil  "(W  Texas  Intermediate) 

1.6 

1 

20.3 

-13.6 

2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Circon 

19  lA 

120% 

$0.59 

Fritz  Cos 

14!/4 

-53% 

$1.07 

Maxim  Integrated  Prods 

32  5/8 

40 

1.75 

Integra  LifeSciences 

5 

-44 

-0.17 

TresCom  Intl 

11  1/2 

39 

-0.07 

United  TransNet 

107/8 

-44 

0.77 

Western  Digital 

32  >/2 

38 

2.98* 

Bel  Fuse 

9y8 

-43 

1.49 

Micro  Warehouse 

25 

35 

1.42 

Software  2000 

10  1/2 

-38 

0.57 

2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Savings  &  loan 

8.7% 

1.9% 

Trucking 

-18.1% 

-31.9% 

Business  equipment 

7.5 

18.8 

Oilfield  services 

-6.3 

27.5 

Financial  services 

7.3 

15.5 

Forest  products 

-2.4 

21.3 

Apparel,  textiles 

6.7 

20.5 

Oil  refining,  distribution 

-2.2 

1.8 

Banks 

6.6 

14.0 

Water  transport 

-1.7 

6.7  J 
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BY  ERIC  S.  HARDY 


At  first  blush,  a  comparison  of  the  Commodity  Research 
Bureau  futures  price  index  between  the  start  of  the  year 
and  July  31  would  indicate  that  very  little  has  happened 
in  the  commodity  pits  in  1996.  Not  so.  A  lot  has  hap- 
pened. The  index  hit  an  eight-year  high  in  late  April,  only 
to  plunge  8%  by  the  end  of  July. 

While  easing  of  grain  and  energy  prices  accounts  for 
most  of  the  index's  recent  weakness,  there  have  also  been 
declines  in  industrial  metals  such  as  copper  (see  below). 
The  surge  in  precious  metals  prices  that  occurred  early  in 
the  year  also  fizzled.  Both  silver  (at  $5.13  an  ounce)  and 
gold  ($386  an  ounce)  are  now  selling  below  their  Janu- 
ary highs. 


Commodity  spotlight 


Stronger  than  expected  second-quarter  gross  domestic 
product  growth  may  cause  some  to  worry  that  inflation  is 
coming  back,  but  the  commodities  markets  don't  support 
these  fears.  Note  that  even  as  the  crb  spot  price  index  rose 
4%  since  May  1,  its  futures  price  index  declined  by  6%.  "If 
raw  materials  prices  were  to  substantially  increase,  the  ever- 
declining  impact  they  have  on  retail  prices  would  prevent 
the  overall  cost  of  living  from  increasing  very  much,"  says 
Merrill  Lynch  futures  strategist  William  O'Neill. 

Another  reason  O'Neill  is  not  worried  about  inflation 
is  that  wholesale  petroleum  prices — whose  sharp  increase 
contributed  to  a  jump  in  retail  gasoline  prices  earlier  this 
year — have  subsided.  O'Neill  doesn't  expect  another 
upswing  in  petroleum  prices  this  year. 


Knight-Ridder-CRB  cash  and  futures  prices 


Spot  indexes 

Futures  indexes 

Index' 

Value 

3-mo  change 

Index' 

Value 

3-mo  change 

All  commodities 

311.88 

4% 

KR-CR6  index 

241.99 

-6% 

Raw  industrials 

340.71 

1 

Precious  metals 

272.29 

-1 

Foodstuffs 

274.27 

9 

Grains 

255.50 

-16 

Metals 

294.44 

-3 

Industrials 

257.14 

-6 

Textiles 

279.42 

2 

Livestock  &  meats 

261.37 

10  1 

Spot  prices 

Futures  prices 

Commodity 

Price 

3-mo  change 

Commodity 

Price 

3-mo  change 

Copper  scrap  (pound) 

$0.76 

-25% 

Sept  Chi  wheat  (bushel) 

$4.40 

-20% 

Corn  (bushel) 

4.49 

Sept  copper  (pound) 

0.93 

-20 

Print  cloth  (sq  yard) 

0.91 

6 

Oct  cotton  (pound) 

0.73 

-13 

Soybean  oil  (pound) 

0.23 

-11 

Oct  crude  oil  (barrel) 

19.91 

6 

Steel  scrap  (short  ton) 

134.00 

-4 

Oct  platinum  (troy  oz) 

407.20 

0 

September  copper  futures  (dollars  per  pound) 

$1.30 
1.20 
1.10 


1.00 
0.90 
0.80 


'I,  ,. 

11/95  3/96  7/96 


The  actual  supply  and  demand  for 
copper  seem  to  have  little  to  do 
with  the  volatile  chart  above,  which 
tracks  September  copper  futures. 
The  contract  price  ran  up  to  $1.21 
a  pound  in  mid-May,  then  collapsed 
to  83  cents  during  the  next  six 
weeks.  This  debacle  was  due  almost 
entirely  to  questionable  trading 
practices  by  a  Sumitomo  trader. 


Note:  All  prices  as  of  7/31/96.  'Composed  of  13  raw  industrial  commodities.  Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  3Gold,  platinum  and  silver. 
'Composed  of  17  commodities.  5Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight-Ridder  Commodity  Research  Bureau. 
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Anyone  could  have  made  a  killing  in  the  stock 
market  on  the  strength  of  its  recent  perfor- 
mance. Perhaps  we  exaggerate,  but  we  bet  that 
many  investors  who  had  read  FORBES  Stock 
Market  Course  did.  It  gave  them  just  the  edge  they 
needed.  How?  Just  read  on. 

To  begin,  the  course  frankly  confronts  the  risk 
factors  in  stock  market  investing.  It  guides  you 
towards  your  own  "comfort  level,"  balancing  risk  and 
reward.  But  that's  about  as  philosophical  as  the 
course  gets.  It's  mainly  focused  on  matters  such  as 
how  to  buy  stocks  at  the  best  price... how  to  identify 
forces  that  propel  stocks  upwards... how  to  measure 
the  strength  of  a  bull  market... how  to  spot  warnings 
of  a  downturn... how  to  chart  past  performance  to 
project  the  future... how  to  detect  a  turnaround. 

If  the  lure  of  doubling  or  tripling  your  money  in  a 
matter  of  months  attracts  you  and  you  can  stomach 
the  risk,  look  up  the  section  on  options.  You 
can  even  find  out  how  to  make  money  in  a  down 
market.  The  Course  devotes  an  entire  section  to  bear- 
market  investing. 

You  can  enjoy  the  Course  as  a  straight  "read  through" 
or  refer  to  individual  sections  as  you  need  them. 


It  comes  in  a  handsome,  sturdy  binder  with  tabbed 
pages  marking  each  of  its  16  sections.  The  text  is 
generously  spaced  with  a  blank  page  facing  each 
page  of  text  for  making  notes. 

Partial  List  Of  Contents 

How  to  choose  a  broker  •  Broker  commissions  •  How 
to  place  an  order  •  Sources  of  information  •  Market 
patterns  (how  to  chart  stock  market  movements) 

•  Dollar-cost  averaging  •  Buying  on  margin  •  How  to 
read  the  tape  •  The  Dow  Theory  •  Indexes:  the  Dow, 
the  Russell  2000,  the  Wilshire  5000  •  Bonds  and 
preferred  stocks  •  Derivatives  including  options 

•  How  to  read  a  company's  financial  statement  • 
Mutual  Funds 

Order  Now 

At  a  local  college,  a  course  on  investing  could  run 
you  $400  or  more.  FORBES  Stock  Market  Course 
is  $89.50.  You  can  work  with  it  at  home  and  it 
will  always  be  within  easy  reach  for  reference. 
The  recently  revised  and  updated  text  captures  the 
latest  findings  in  profitable  investing.  Order  now. 
Satisfaction  is  guaranteed  or  your  money  back. 


Special  Bonus 


FORBES  80  Year  Wall  Chart  of 
Business  and  Security  Trends 


Glossary  of  Investment  Terms 


Forbes  Stock  Market  Course   Order  Form  and  Guarantee 


Send  me  FORBES  Stock  Market  Course  with  the  FORBES  80-year  Wall  Chart  of  Business  and  Security  Trends  and  The 
Glossary  of  Investment  Terms  as  a  bonus.  My  payment  of  $89  50  (or  credit  card  details)  is  enclosed  If  not 
satisfied.  I  may  return  the  Course  within  10  days  and  receive  a  full  refund  or  credit.  The  Glossary  and  Chart  will  be  mine  to  keep. 
Name  p|ease  Prinl 

Address 


City 


State 


Zip 


For  Faster  Service  Call  1-800-888-4525  ext  636 

□  Check  for  $89.50  enclosed* 

□  Charge  my  credit  card        □  AmEx       □  Mastercard        □  Visa  □  Diners  Club 

•  Buyers  in  New  York  City  add  8  1/4%  sales  lax-other  NY,  CA,  IL  as  required  by  law 

Name 


Number 


Exp.  Date 


FORBES.  INC..  60  Fifth  Avenue,  New  York  NY  10011 


I'm! 

t  rani  I 


MATTERS 


_ 

L  bJ 
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TED  BY  LAURA  SA 


A  (temporary) 
tax  haven 
for  savers 

This  article  is  heavy  slogging,  but  if  you've  got  a  good- 
size  IRA  or  401(k)  you  darned  well  better  read  it. 
Not  reading  it  could  cost  you  a  bundle. 

By  Carolyn  T.  Geer 


Buried  deep  in  the  minimum  wage 
bill  that  President  Clinton  is  expect- 
ed to  sign  is  an  important  provision 
for  any  taxpayer  who  has  a  large  IRA, 
401(k),  or  other  tax-sheltered  retire- 
ment plan,  and  is  over  57. 

Ever  since  1986  older  people  who 
have  dirough  thrift,  good  luck  and  suc- 
cessful investing  accumulated  large  tax- 
advantaged  savings  plans,  have  faced 
near-confiscatory  tax  rates  on  IRA  and 
401  (k)  distributions.  If  they  are  in  the 
top  tax  bracke  rt  of  die  distribution 
is  taxed,  not  at  rj  fficial  top  rate  of 
39.6%  but  at  ai  i  wt  rate  of  56%. 
How  so?  First  oi  all,  tl  1 9.6%  is  really 
close  to  41%  whi  n  you  take  into 
account  an  adjustme  i  ing  to  do 
with  itemized  deduc  t,  on  any 


distribution  that  exceeds  a  certain 
threshold — $155,000  this  year — they 
must  pay,  in  addition  to  ordinary 
income  tax  rates,  an  additional,  nonde- 
ductible "excise"  tax  of  15%. 

The  tax  chases  its  victims  to  the 
grave:  Retirement  plan  assets  left  to 
heirs  get  hit  with  the  tax  if  they 
exceed  certain  limits  (see  chart). 

Congress  has  voted  to  suspend  this 
15%  surtax  for  1997,  1998  and  1999 
only.  The  suspension  applies  only  to 
payouts  during  the  IRA  owner's  life- 
time, not  to  the  estate-tax  version  of 
the  penalty- 
Pure  generosity  by  the  politicians? 
Not  exactly.  Indeed,  Congress  figures 
the  suspension  is  a  revenue  raiser,  at 
least  in  the  short  term.  To  take 


advantage  of  the  suspension,  you  may 
yank  out  some  IRA  money  that  you 
would  otherwise  have  allowed  to 
accumulate  for  years.  That  accelerates 
your  taxable  income,  on  which  you 
will  pay  ordinary  income  tax  at  the 
41%  (or  whatever)  rate. 

Who's  helped  by  the  temporary 
suspension  of  the  confiscatory  tax?  Of 
course  it  helps  the  very  few  well-off 
people  whose  combined  pension  and 
obligatory  IRA  withdrawals  exceed 
$155,000  a  year.  But  they  are  far 
from  the  only  beneficiaries.  Also  ben- 
efited is  anyone  who  wants  or  needs 
to  cash  in  all  or  part  of  his  IRA  or 
401(k).  Jeremiah  Doyle,  a  lawyer 
with  Mellon  Private  Asset  Manage- 
ment in  Boston,  just  advised  a  doctor 
who  wants  to  pay  down  his  mortgage 
with  a  $250,000  distribution  from 
his  pension  plan  to  wait  until  next 
year.  Then  he  can  take  the  cash  out 
without  getting  hit  with  the  penalty. 

What  if  you  aren't  yet  paying  the 
penalty,  yet  expect  to  be  paying  it 
down  the  road?  For  example,  you  are 
taking  only  $150,000  a  year  from 
your  IRA,  but  there's  several  million 
left  in  the  account  and  you're  pretty 
sure  either  you  or  your  heirs  will  be 
hit  with  the  penalty  at  some  point. 

Now  you  have  an  interesting 
dilemma.  Should  you  withdraw  assets 
in  the  next  three  years  to  avoid 
having  your  estate  get  hit  by  the 
penalty  tax  at  your  death?  Or  is  it 
better  to  let  your  assets  continue  to 
grow  tax-deferred? 

To  answer  correctly,  you  need  to 
know,  among  many  other  things,  what 
your  life  expectancy  is,  how  much  you 
will  earn  on  your  investments  and  what 
income  tax  bracket  your  heirs  will  be  in. 
It's  a  very  complicated  calculation.  Here 
are  some  hints.  You're  more  likely  to 
benefit  from  an  early  cash-in  if  one  or 
more  of  the  following  applies  to  you: 

•  You  are  over  75  or  in  poor  health. 

•  You  can't  or  don't  want  to  set  up  a 
stretchout  IRA  for  the  benefit  of  a  young 
heir  (see  p.  106). 

•  You  have  some  prospective  invest- 
ments that  can  yield  capital  gains  but 
minimal  current  income.  Growth  stocks 
are  one  example.  Raw  land  for  specula- 
tion is  another.  A  new  business  venture 
is  a  third.  Not  only  does  withdrawing 
your  cash  give  you  more  flexibility  in 
how  to  invest  it,  there  are  tax  advan- 
tages in  making  this  kind  of  investment 
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Assumes  interest  rate  factor  of 

6-0%  BH  s.2%*  Hi  11.0%  Hi 
^^^^^ 

If  you  live  long  or  die 
rich,  your  heirs  will 
owe  a  15%  penalty. 


outside  your  IRA  or  401(k)  (see  box). 

Let's  illustrate  this  with  a  hypotheti- 
cal example.  We'll  assume: 

( 1 )  You  are  in  or  near  the  top  tax 
brackets:  45%  for  income  tax  (including 
state  tax),  55%  for  estate  tax. 

(2)  When  you  die,  your  heirs  will 
immediately  collapse  the  IRA  and  owe 
income  tax  on  what's  left  after  estate 
and  penalty  taxes.  Their  marginal 
income  tax  rate  is  also  45%. 

(3)  You  won't  be  spending  the 
money  in  question.  The  sum  you  con- 
template withdrawing  is  simply  going  to 
be  part  of  your  estate. 

(4)  The  sum  you  are  looking  at  is 
going  to  land  in  penalty  tax  territory  if 
you  don't  rescue  it  by  1999. 


All  of  this  means,  in  effect,  that  your 
heirs  will  keep  something  less  than  12 
cents  of  every  IRA  dollar  you  leave  them. 
If  you  succeed  in  quadrupling  your 
wealth  inside  the  IRA,  they  won't  even 
pocket  50  cents  for  every  dollar  in  the 
account  today. 

So  do  you  take  the  bait?  If  you  are 
going  to  buy  appreciating  assets  that 
pay  no  dividends  or  current  income, 
take  the  money  out.  Your  heirs  will 
keep  25%  of  this  part  of  your  wealth, 
rather  than  under  12%.  With  luck  you 
might  quadruple  your  money  on  that 
land  speculation  between  now  and 
when  you  die.  Then  your  heirs  will 
pocket  a  dollar  for  every  dollar  you  take 
out  of  the  account  today. 

What  if  you  favor  bonds?  We'll 
assume  you  would  hold  7%  Treasurys 
inside  the  IRA  or  switch  to  4.5%  munis 
outside.  Answer  to  the  riddle:  Don't 


take  the  bait  if  you  expect  to  live  more 
than  33  years. 

We've  only  skimmed  the  surface 
here.  Other  factors  could  change  the 
picture  radically,  warns  Bruce  J. 
Temkin,  a  retirement  planning  expert 
at  Louis  Kravitz  &  Associates  in 
Encino,  Calif.  Among  them:  a  writeoff 
from  a  business,  a  plan  to  move  to  a 
low-tax  state  after  2000,  the  possibili- 
ty of  a  lump-sum  withdrawal  accom- 
panied by  favorable  tax  treatment,  your 
"■grandfather"  exemption  from  the 
penalty,  and  even  the  chance  of  outliv- 
ing your  assets  in  retirement. 

And  here's  something  else  to  chew 
on:  Should  you  make  the  lump  sum 
withdrawal  at  the  earliest  date,  Jan.  1, 
1997?  Or  should  you  wait  until  just 
before  the  window  closes  and  the  penal- 
ty gets  slapped  back  on?  Wait,  and  you'll 
have  the  benefit  of  two  more  years  of 
tax-deferred  compounding.  But  you'll 
be  taking  a  chance.  If  you  die  unexpect- 
edly, the  window  slams  shut,  notes 
Natalie  B.  Choate,  an  estate  planning 
lawyer  in  Boston. 

One  last  thing.  Why  should  people 
under  57  ignore  the  new  law?  Because 
of  yet  another  penalty  for  taking 
money  out  of  a  tax-deferred  plan 
before  age  59!4. 

Complicated?  We  suspect  the  tax 
writers  make  it  complicated  just  so 
that  they  can  yell  "gotcha!"  if  you 
step  over  an  almost  invisible  line.  If 
you  have  a  well-funded  retirement 
plan,  get  professional  help.  You'll 
need  it.  The  IRS  wants  your  money 
and  will  take  every  penny  of  it  that  it 
possibly  can.  Hi 


A  better  shelter 

IRAS  and  401(k)s  are  terrific  tax  shelters — most  of  the 
time.  They  enable  you  to  compound  your  investment 
profits  tax-deferred.  But  sometimes  capital  gains  are  an 
even  better  tax  shelter. 

Say  you  want  to  sink  $10,000  in  no-dividend  growth 
stocks.  You're  going  to  put  the  stocks  aside  and  leave 
them  in  your  estate.  You  are  lucky.  Over  time,  your 
stocks  triple. 

Further  hypothesis,  crucial  here:  Your  heirs'  tax 
bracket  is  going  to  be  as  high  as  your  tax  bracket  is 
today.  For  the  sake  of  argument,  let's  say  it's  40%. 

The  401(k)  approach:  The  $10,000  grows  tax- 
free  to  $30,000.  However,  when  your  heirs  take  the 
money  out,  income  taxes  will  grab  $12,000,  leaving 
$18,000. 


Capital  gains  approach:  You  take  the  money  out  of 
your  401  (k),  or  never  put  it  in  to  begin  with.  You  get 
whacked  for  income  taxes  up  front,  leaving  only  $6,000 
to  invest.  It  triples  to  $18,000.  When  you  die,  your 
heirs  get  a  step-up  in  basis,  effectively  eliminating  tax 
on  the  $12,000  of  gain. 

We  haven't  allowed  for  estate  tax,  which  would 
impinge  equally  on  the  two  investment  methods.  Say 
it's  50%.  (That  doesn't  happen  to  be  a  federal  estate  tax 
bracket,  but  we're  trying  to  make  the  arithmetic  sim- 
ple.) Then  either  method  would  leave  $9,000  to  put 
the  grandchildren  through  college.  A  wash.  The  advan- 
tage of  the  step-up  at  death  cancels  out  the  IRA's  advan- 
tage of  tax-deferred  compounding. 

But  what  if  the  401(k)  is  so  big  that  a  15%  retire- 
ment penalty  tax  is  owed?  Then  the  money  is  better  off 
invested  outside  the  401(k).  -C.T.G.  HP5 
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How  to  avoid  risk 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


When  the  market  is  extremely  volatile,  as  it  is 
these  days,  it's  a  good  time  to  talk  about  risk. 
Be  careful  when  you  hear  that  a  mutual  hind  is 
low-risk  or  high-risk.  The  more  common 
methods  of  measuring  risk  are,  in  my  view, 
enormously  misleading.  Not  knowing  how 
individual  mutual  fund  guides  or  rating  services 
define  risk  can  cost  you  dearly.  Let  me  explain. 

Measuring  risk,  as  many  value  managers, 
including  myself,  use  the  phrase,  involves 
judging  two  principal  factors.  The  first  is  a 
company's  financial  strength,  its  ability  to  sail 
through  tough  times.  Thus,  if  I  buy  a  group 
such  as  the  pharmaceuticals,  with  enormous 
financial  muscle,  I  have  very  little  chance  of 
losing  my  capital  because  of  financial  prob- 
lems. That's  why  I  pay  a  lot  of  attention  to 
balance  sheets. 

The  second  risk  involves  price.  Often  great 
companies  selling  at  high  multiples,  like  a 
Merck  or  a  Pfizer,  can  have  their  valuations 
halved.  So  there  is  always  the  major  risk  of 
paying  too  much  even  for  a  very  sound  busi- 
ness. One  way  of  protecting  yourself  from  this 
risk  is  to  use  the  1ow-p/e  strategy,  which  auto- 
matically eliminates  pricey  stocks. 

Next  let's  look  at  how  risk  is  usually  mea- 
sured. The  most  common  gauge  is  the  volatil- 
ity' of  a  stock  or  a  portfolio.  A  mutual  fund  or 
common  stock  that  fluctuates  more  than  the 
market  is  considered  to  be  more  risky.  Thus 
the  famous  beta  measurement,  which  purports 
to  show  how  risky  stocks  are  by  comparing 
their  fluctuations  to  those  of  the  market.  In 
my  view  this  is  a  stupid  concept.  Buying 
stocks  with  weak  balance  sheets  is  risky. 
Buying  stocks  with  sky-high  multiples  is  risky. 
It  is  not  necessarily  risky  to  buy  stocks  whose 
prices  (betas)  have  fluctuated  a  lot. 

Eugene  Fama,  a  leading  academic 
researcher,  was  one  of  the  apostles  of  beta,  but 
after  fighting  the  evidence  for  years,  in  a  paper 
coauthored  with  Kenneth  French  in  1992, 
Fama  finally  concluded  beta  was  meaningless. 
The  researchers  found  there  was  no  correla- 
tion between  risk  and  return.  In  Fama's 
words,  "Beta  is  dead." 

Trouble  is,  beta  and  similar  measurements 
of  volatility  are  still  used  almost  universally  by 
mutual  fund  advisers  and  pension  fund  con- 
sultants to  rcll  you  which  funds  to  buy  or 
managers  |  tse. 

Take  Mornin  -star,  the  most  widely  fol- 
lowed service  monitoring  mutual  funds.  It  is 


crammed  with  good  facts,  but  its  coveted  five- 
star  rankings  for  funds  are  anchored  in  dubi- 
ous assumptions  of  how  to  measure  risk.  The 
returns  of  a  mutual  fund  are  calculated  every 
month  against  the  interest  earned  on  90-day 
T  bills.  If  they  fall  behind  this  benchmark — or 
underperform  the  average  equity  fund  for  rel- 
atively short  periods — they  are  branded  as 
"risky"  for  up  to  ten  years. 

To  measure  the  return  of  a  stock  against  a 
Treasury  bill  monthly,  as  Morningstar  does  to 

For  the  value  buyer, 
the  more  a  stock  is 
driven  down  by  panic 
selling,  the  better. 


determine  its  risk,  is  silly.  That  may  measure 
volatility,  but  it  does  not  measure  risk.  It's  vir- 
tually impossible  for  even  the  financially 
strongest  portfolios  to  avoid  underperforming 
once  in  a  while. 

The  fact  is  that  volatility  can  be  the 
investor's  best  friend.  For  the  value  buyer,  the 
more  a  stock  is  driven  down  by  panic  selling, 
the  better.  A  stock  investor  has,  or  should 
have,  a  time  horizon  of  at  least  three  years, 
allowing  him  to  take  advantage  of  such  oppor- 
tunities. However,  the  smart  fund  that  buys 
good  stocks  when  they  are  tumbling,  thereby 
underperforming  the  Treasury  bill  rate  for  a 
few  months,  is  labeled  as  more  risky. 

So  while  I  respect  Morningstar  as  a  store- 
house of  mutual  fund  information,  I  believe  its 
ranking  system  can  steer  you  away  from  some 
of  the  best  value  funds.  Remember  how  I  look 
at  risk,  by  asking:  Is  the  company  financially 
strong?  And,  is  the  stock  reasonably  priced? 
The  Morningstar  definition  of  risk  doesn't  take 
into  consideration  either  of  these  factors.  The 
bottom  line  is  that  volatility  is  not  risk. 

How  then  should  you  assess  risk?  For 
mutual  funds,  this  issue  of  Forbes  has  some 
excellent  guidelines.  Instead  of  putting  a  fund 
in  the  penalty  box  for  one  poor  period,  it  ana- 
lyzes a  fund's  performance  over  two  full  bull- 
and  bear-market  cycles.  A  fund  may  perform 
badly  for  a  few  months  or  even  longer,  but 
not  over  two  full  bear  market  cycles.  These 
market  guidelines  are  particularly  useful  in  the 
current  frightened  market.  Forget  about  beta 
and  other  gobbledygook,  and  stick  with  funds 
that  have  good  down-market  ratings. 
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Moire  trouble  ahead 


BY  CHARLES  E.  BABIN 


Charles  E.  Babin  is  a 
managing  director  of 
Boston-based  State 
Street  Global  Advisors, 
where  he  oversees 
equity  strategies  for  the 
Special  Investor  Group. 


July's  nastiness,  in  which  the  market  gave  up 
a  good  part  of  its  1996  gains,  should  have 
come  as  no  surprise  to  readers  of  my  Nov.  6, 
1995  Forbes  column.  As  I  explained  at  the 
time,  the  price-to-economy  ratio  (p/ec) — 
which  expresses  the  NYSE's  total  market  capi- 
talization as  a  percent  of  nominal  GDP — was 
looking  bad.  History  shows  that  the  stock 
market  is  overvalued  whenever  the  year-end 
ratio  exceeds  67%  (its  mean  value  plus  a  stan- 
dard deviation).  When  the  p/ec  reached  that 
level,  the  ensuing-year  returns  invariably 
sloughed  off,  often  into  negative  territory. 

Last  year  the  p  /e  c  ratio  closed  at  an 
unprecedented  82%.  From  this  perspective, 
July's  minicorrection  wasn't  surprising.  Cur- 
rent estimates  suggest  that  the  ratio  is  still 
hovering  around  80%.  So  we're  not  out  of  the 
danger  zone  yet. 

The  accompanying  table  updates  the  analy- 
sis presented  in  my  earlier  column,  but  in 
greater  detail.  The  previous  analysis  exam- 
ined the  ratio's  ability  to  discriminate  among 
market  environments  on  a  calendar-year 
basis.  This  column  describes  semiannual 
snapshots  since  1959  and  also  takes  account 
of  dividends. 

When  examining  these  data,  remember  that 
the  focus  of  the  research  is  not  aimed  at  build- 
ing a  forecasting  model  of  S  &P  fluctuations. 
Nor  is  the  p/ec  ratio  a  timing  device.  What  it 
does  is  help  detect  excessively  high  (or  low) 
stock  market  valuations. 

Examine  the  accompanying  table.  It  shows 
that  bear  signals  occur  rather  infrequently 
(only  13  of  the  last  73  semiannual  observa- 
tions indicated  an  overvalued  condition).  In 
retrospect,  they  would  have  been  worth  heed- 
ing. Across  all  13  episodes,  the  S&p's  average 
return  was  an  anemic  1%  (including  divi- 
dends). What's  more,  five  of  these  readings 
presaged  negative  stock  markets. 

Disciplined  investors  recognize  the  need  to 
insulate  the  decision-making  process  from 
human  emotions.  This  ratio  is  a  useful  device 
for  offsetting  the  euphoria  that  bull  markets 
tend  to  create.  I  would  expect  the  stock 
market  to  languish  as  long  as  the  ratio  remains 
in  this  stratosphere. 

Beyond  the  p/ec  ratio  signal,  other  factors 
are  likely  to  restrict  the  stock  market's  upside 
potential.  Most  notable,  in  my  opinion,  is  that 
the  price  of  credit  (for  which  the  three-month 
Treasury  bill  yields  are  proxies)  is  creeping  up. 


From  a  nadir  of  4.76%  (Feb.  16),  the  T  bill 
yield  closed  out  July  at  5.18%.  Given  current 
futures  market  quotations,  more  upticks  are 
probable. 

Then  there's  the  economy.  Despite  some 
unexpected  strength  during  the  opening  half 
of  1996,  growth  is  expected  to  taper  off.  But 
what  happens  if  business  conditions  falter 
badly?  Corporate  profit  comparisons — the 
stuff  that  drives  share  prices — will  fall  short  of 
expectations.  And  as  we  witnessed  in  July, 
investors  have  zero  tolerance  for  disappoint- 
ments when  share  prices  are  nudging  histori- 
cal highs. 

Disciplined  investors  recognize  the 
need  to  insulate  the  decision-making 
process  from  human  emotions. 


As  Will  Rogers  put  it  decades  ago,  it  pays  to 
worry  about  the  return  of  your  money  as  well 
as  the  return  on  it.  And  there's  the  rub.  While 
the  allure  of  supernormal  equity  returns  a  la 
1995  is  tempting — especially  for  investors 
who  missed  out  on  last  year's  bull  market — 
it's  probably  a  sucker's  bet  that  it  will  happen. 
As  indicated  by  the  bottom  line  of  the  table, 
the  risk-adjusted  payoff  associated  with 
today's  stock  market  is  only  a  small  fraction  of 
its  norm.  So  think  turbulence  and  don't  be 
shocked  if  the  next  correction  is  even  more 
nerve-wracking. 


Warning  signs 


S&P  performance1  following 


P/Ec>67% 

P/Ec<67% 

Total  periods 

13 

60 

Total  negative  periods 

5 

18 

Negative  periods  as  a  %  of  total 

39 

30 

Average  return 

1.0% 

7.0% 

Best  return 

14.5 

41.9 

Worst  return 

-22.3 

-19.5 

Standard  deviation 

10.3% 

12.0% 

Return  per  unit  of  risk2 

0.10 

0.58 

'Ensuing  six-month  period.  Average  return  divided  by  standard  deviation. 

July's  minicorrection  notwithstanding,  today's 
stock  market  still  looks  rich.  If  history  is  a  guide, 
equity  investments  are  likely  to  underperform 
cash  equivalents. 
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How  many  more  Black  Mondays: 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York 
and  author  of 
Silent  Investor, 
Silent  Loser. 


On  the  eve  of  Black  Monday,  October 
1987,  I  was  dining  with  my  childhood 
buddy,  Neil,  whose  company,  Jackpot,  was 
scheduled  for  listing  on  the  Big  Board  next 
day.  We  shared  a  great  bottle  of '61  Margaux, 
and  commiserated  on  his  sour  luck. 

He  was  going  on  the  Big  Board  at  what 
looked  like  a  lousy  time.  The  monthly  trade 
balance  numbers  had  come  out  after  Friday's 
close  and  they  were  terrible,  a  deficit  north  of 
$10  billion.  We  figured  Monday  would  sell 
off  at  least  100  points.  We  were  off  by  400. 
The  establishment  had  panicked  and  portfolio 
insurance,  then  in  vogue,  didn't  work. 

Actually,  the  $10  billion  trade  deficit 
was  the  peak  for  that  cycle.  What  every- 
one was  focused  on  proved  transitory. 
The  market  went  on  to  more  than  double 
its  old  highs  by  mid-year  1996.  A  panic 
signifying  nothing. 

There's  no  panic  this  summer,  but  there's 
plenty  of  unease.  Today  the  focus  is  on 
whether  Greenspan  will  tighten  credit  a  notch 
or  two  and  whether  the  public's  binge  of 
mutual  fund  buying  has  crested.  Are  we 
focusing  on  the  wrong  things  again  as  we 
were  in  October  1987?  I  suspect  so. 

The  answer  on  Greenspan  is  probably  yes, 
he  will  tighten.  But  so  what?  The  yield  curve 
already  has  built  in  one  notch  of  tightening. 
Two-year  Treasurys  yield  6.3%. 

The  mutual  fund  binge?  Twenty-five  bil- 
lion a  month  pumped  into  the  market  is  a 
peak,  but,  again,  so  what?  Last  year's  num- 
ber ran  to  nearly  $10  billion  monthly,  and 
most  of  us  thought  that  was  unsustainable. 
The  public  won't  sell  until  it  sees  much 
more  red  ink. 

I  recall  now  what  Neil  said  on  the  eve  of 
Black  Monday:  "The  sun  doesn't  rise  and 
set  on  Wall  Street,"  Neil  said.  "Middle 
America  will  keep  on  buying  cars  and  wash- 
ing machines."  They  did.  No  recession 
developed  during  1988  while  The  Street 
licked  its  burnt  fingers.  By  the  summer  of 
1988  growth  stocks  took  off  for  an  extend- 
ed run. 

I  didn't  step  in  and  buy  on  Black  Monday, 
dreading  a  systemic  convulsion  comparable  to 
the  Great  Crash.  I  wish  I  had  jumped  in. 

For  over  30  years  I  believed  the  Cuban 
>:isis  panic  of  1962  was  my  finest 
hour.  Our  navy  was  about  to  intercept 
Khrushchev's  missile-laden  ships  as  they 
approached  the  quarantine  line  the  night  of 


Oct.  24,  1962,  a  Wednesday.  Robert 
McNamara  reflected  on  the  magnificent  sun- 
set over  the  Potomac  on  Saturday  evening, 
wondering  how  many  more  sunsets  he  was 
destined  to  see. 

Wall  Street  wasn't  watching  sunsets.  The 
tape  was  five  hours  late,  and  I,  a  young  ana- 
lyst at  E.F.  Hutton,  marked  my  buy  slips — 
lots  of  Xerox,  IBM,  et  al.,  and  rolled  them 
into  the  pneumatic  tubes  that  zipped  to  the 

Greenspan  probably  will  tighten.  But 
so  what?  The  yield  curve  already  has 
built  in  one  notch  of  tightening. 


floor  traders.  Then  I  snapped  shut  my  dis- 
patch case  and  walked  home  across  the 
Brooklyn  Bridge  to  my  quiet  enclave. 

My  reasoning  was  simplistic.  If  the  ships 
clashed,  buy  orders  for  Xerox  were  academic. 
If  Khrushchev  backed  down,  I  was  home  free. 
I  wasn't  smart,  but  I  was  lucky — we  all  were 
lucky.  Khrushchev  backed  down. 

It's  August  1996.  What  has  all  this  to  do 
with  today?  Simply  that  we  should  not  take 
the  July  market  break  as  an  indicator  of  hor- 
rors to  come. 

For  me,  today's  market  is  worth  600  on 
the  s&P,  pricey  only  by  some  5%.  My  scenario 
is  corporate  earning  power  rises  7%  this  year 
and  next.  Inflation  creeps  to  4%  by  year-end 
1997  and  long  Treasurys  stop  out  at  7.5%.  So 
all  the  macro  stuff  is  benign.  The  only  prob- 
lem is  you  pay  a  little  too  much  for  a  dollar's 
worth  of  earnings. 

The  market  should  have  panicked  over  the 
escalation  of  the  Vietnam  War  by  Lyndon 
Johnson,  but  it  took  years  and  years  for  Wall 
Street  to  wise  up. 

In  the  spring  of  1962  the  market  sold  off 
big  on  Kennedy's  confrontation  with  Roger 
Blough  when  he  raised  steel  prices  6%  and 
then  folded.  Thereafter,  Kennedy's  policy 
was  mild  appeasement  for  business,  but  the 
market  extrapolated  wage  and  price  controls. 
It  panicked  in  October  1987 — over  nothing 
really. 

In  mid- 1996  they  are  still  buying  cars  and 
washing  machines  at  a  pretty  lively  pace  in 
middle  America.  You  ask:  Is  the  market 
telling  us  something  profound  when  it  sells 
off  8%  in  July  1996?  My  answer  is: 
Remember  October  1987.  Never  assume  the 
market's  smarter  than  you  are.  ■■ 
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Even  though  many  small  stocks  may  look 
like  bargains  after  the  July  carnage,  I  would 
stick  with  the  larger,  more  established  compa- 
nies. The  rise  in  long-term  interest  rates  this 
year  is  going  to  cause  the  domestic  economy 
to  slow.  Larger  companies  tend  to  be  more 
geographically  diverse  and  will  benefit  from 
stronger  growth  abroad. 

But  don't  small  stocks  tend  to  do  better  over 
the  longer  term?  There's  some  evidence  for 
this,  but  the  figures  are  unduly  influenced  by 
one  particularly  favorable  and  extended  period 
that  lasted  from  1973  to  1983,  when  small 
stocks  trounced  big  ones.  Exclude  this  period 
and  the  competition  looks  like  a  dead  heat. 

Many  factors  play  a  role  in  determining  the 
outcome  of  this  competition.  However,  there 
is  a  new  one  that  I  learned  about  at  the 
Investment  Management  Workshop  involving 
the  GTE  pension  fund.  In  the  pension  field, 
GTE  has  the  reputation  of  being  a  trendsetter. 
In  the  late  1970s  these  folks  developed  the 
"farm  team"  approach  of  picking  investment 
managers.  It  involved  hiring  lots  of  new  spe- 
cialty managers.  If  they  did  well,  they  got  a  lot 

A  sea  change  in  the  way 
pension  funds  are  managed 
bodes  ill  for  small  stocks. 


more  money  to  manage.  If  they  didn't,  they 
got  fired.  This  approach  was  widely  followed 
and  contributed  to  the  better  performance  of 
smaller,  more  speculative  stocks. 

Now  GTE  is  consolidating,  replacing  many 
managers  handling  smaller  amounts  with  a 
few  managing  much  larger  amounts.  This  way, 
the  managers  can  concentrate  on  the  really 
important  subject  of  asset  allocation. 

This  will  have  important  implications  for 
the  market.  The  smaller  holdings  of  the  fired 
managers  will  be  sold,  in  turn  putting  pressure 
on  smaller-cap  stocks,  while  the  new  man- 
agers, focused  on  asset  allocation,  will,  of 
necessity,  concentrate  on  the  larger,  more 
liquid  stocks. 

Assuming  that  many  others  follow  GTE's 
example,  this  has  good  implications  for  big 
stocks  and  bad  implications  for  small  stocks 
in  the  period  ahead.  In  that  light,  I  recom- 


mend buying  these  large-cap  stocks  now. 

The  positive  case  for  Du  Pont  (80)  is 
increasingly  compelling  because  the  company 
has  just  repurchased  the  156  million  warrants 
held  by  Seagram.  Now  management  is  free  to 
move  ahead  with  its  restructuring  plans.  Pre- 
viously, such  moves  would  have  enhanced  the 
value  of  the  warrants,  making  their  repur- 
chase more  costly.  Conoco  likely  will  be  sold, 
unlocking  value  and  making  money  available 
for  additional  share  repurchases.  This  should 
help  the  stock  achieve  my  one-year  target 
price  of  95. 

Enron  (39)  is  a  major  integrated  natural 
gas  company  with  an  enviable  long-term 
record.  It  has  made  an  aggressive  move  into 
the  electric  utility  business  with  its  recently 
announced  acquisition  of  Portland  General 
Corp.  Portland  General  is  strategically  situat- 
ed on  the  West  Coast,  with  easy  access  to 
California,  and  is  a  low-cost  producer  with 
almost  no  exposure  to  nuclear  power.  The 
utility  should  do  well  in  an  increasingly 
deregulated  and  competitive  utility  environ- 
ment. Enron  is  capable  of  growing  at  15%  or 
more  per  year.  It  is  reasonably  priced  at  14.2 
times  1997  estimated  earnings  of  $2.75.  The 
stock  should  be  able  to  appreciate  at  a  rate 
comparable  to  its  earnings  growth  and  reach 
a  price  of  45  in  the  next  year. 

ITT  Corp.  (56)  is  today  one  of  the  largest 
lodging,  gambling  and  entertainment  entities 
in  the  world,  with  two  of  the  most  recog- 
nized and  respected  brand  names  in  their 
fields — Sheraton  and  Caesars,  itt's  4.8% 
stake  in  Alcatel  will  likely  be  liquidated,  pro- 
viding cash  for  the  further  development  of 
the  basic  businesses.  The  stock  has  fallen 
back  from  its  June  high  of  68  and  is  a  partic- 
ularly good  value  today  at  roughly  17  times 
1997  estimated  earnings  of  $3.25.  I  believe 
earnings  can  grow  at  20%  or  more  over  the 
next  few  years. 

Pharmacia  &  Upjohn  (40)  was  created 
through  a  merger  late  last  year.  The  global 
health  care  giant  will  benefit  from  an  exten- 
sive restructuring  and  downsizing  program  as 
well  as  an  extensive  pipeline  of  new  pharma- 
ceutical products.  Earnings  are  estimated  at 
$2.70  for  next  year,  producing  a  multiple  of 
14.8,  which  is  an  undeserved  discount  to  the 
drug  group.  As  the  company  becomes  better 
known  and  more  widely  followed,  its  valua- 
tion should  improve. 


Forbes  ■  August  26,  1996 


255 


EDITED  BY  WILLIAM  G. 


Have  your  credit  card  stolen  and  it's  an  annoyance. 
Have  your  credit  swiped  and  it's  a  nightmare. 

Invasion  of  the 
credit  snatchers 


By  Brigid  McMenamin 

Thieves  don't  just  steal  your 
credit  cards  anymore;  now  they  steal 
your  whole  credit  identity.  Armed 
with  your  ID  and  your  spotless  credit, 
they  can  apply  for  and  use  dozens  of 
credit  cards.  Even  get  loans.  And  they 
can  stay  at  it  for  months,  because 
you'll  never  get  the  bills. 

The  new  credit  bandits  come  in 
two  varieties,  equally  damaging. 
Amateurs  will  swipe  your  credit  ID 
because  their  own  has  dried  up. 
Using  your  good  name,  they  go  on  a 
buying  spree.  Sometimes  they  will 
snatch  the  credit  rating  of  someone 
with  the  same  last  name — to  make 
the  theft  easier.  Imagine  the  foul-ups 
that  creates. 

The  racket  is  easy  and  lucrative 
enough  to  attract  professionals,  too. 
According  to  Robert  Rasor,  who 
heads  up  credit  fraud  investigations 
for  the  U.S.  Secret  Service,  organized 
crime  is  now  involved.  Nigerian 
gangs,  he  says,  use  credit  fraud  to 
finance  heroin  dealing. 

Willie  Sutton  robbed  banks 
because  that's  where  the  money  is; 
these  guys  rob  credit  bureaus  because 
that's  where  so  much  credit  can  be 
tapped,  trw,  Equifax  and  Trans 
Union  are  the  national  credit  depos- 
itories, where  the  credit  histories  of 
190  million  Americans  are  stored.  All 
the  thieves  need  to  do  is  access  one  of 
the  tens  of  thousands  of  computer 
terminals  wired  to  those  national 
credit  data  banks.  Virtually  every 
bank,  insurance  company,  mortgage 
broker,  stockbroker,  auto  dealer  and 
department  store  in  the  country  is 
on-line.  The  thieves  can  then  punch 
up  practically  anyone's  credit  infor- 
mation— Social  Security  number, 


address  and  other  personal  data. 
Including,  of  course,  credit  status. 
Then  they're  off  to  the  races. 

For  anyone  with  access  to  one  of 
those  terminals,  including  employees 
of  the  credit  reporting  agencies,  the 
temptation  seems  too  great  to  resist. 
William  Dwyer,  a  Houston  space 
engineer,  was  a  recent  credit  fraud 
victim.  He  eventually  discovered  that 
someone  at  a  Honda  dealership  in 
Hollywood,  Fla.  had  punched  up  his 


Equifax  credit  report.  Using  Dwyer's 
Social  Security  number  and  other 
data,  the  credit  applications  flew.  The 
bandit  wound  up  with  24  bogus 
cards  in  Dwyer's  and  his  wife 
Sandra's  names. 

The  thief  made  life  hell  for  the 
Dwyers.  For  more  than  a  year  the 
couple  wrote  and  called  credit  issuers 
to  set  the  record  straight  and  prevent 
further  damage.  "Some  treated  me 
like  I'm  a  slick  crook,"  marvels 


Dwyer.  And  the  banks  ignored  his 
warnings.  "More  businesses  kept 
giving  [the  culprit]  credit,"  he  sighs. 

Dwyer  began  to  realize  that  the 
more  information  showed  up  on  his 
credit  reports,  the  easier  it  was  for 
criminals  to  impersonate  him.  As  the 
thieves  eroded  his  credit  rating,  credit 
bureaus  and  card  issuers  insisted  on 
even  more  personal  details  from 
him — including  his  driver's  license 
number  and  his  wife's  name  and 
Social  Security  number.  Dwyer 
balked,  knowing  that  data  were  not 
secure.  "It  is  the  careless  propagation 
of  personal  id  numbers  and  informa- 
tion like  drivers'  license  numbers  and 
personal  descriptive  information  that 
causes  situations  like  this,"  he  wrote 
Mervyn's  department  store. 

Dwyer  wasn't  held  accountable  for 
what  his  imposter  stole,  but  he  did 
suffer  financial  loss.  His  bank  of  11 
years  refused  him  a  loan,  which 
forced  him  to  dip  into  his  retirement 
fund  to  pay  his  son's  college  tuition. 
But  far  worse  was  the  battle  to  clear 
his  name.  Finally,  after  over  a  year, 
the  Dwyers  gave  up  and  filed  suit 
against  all  three  credit  bureaus,  the 
banks  and  other  businesses  that  had 
ignored  their  pleas.  The  defendants 
offered  the  Dwyers  an  undisclosed 
sum  to  drop  the  suit,  not  tell  anyone 
just  what  they'd  learned  about  how 
the  crook  got  their  identities,  and  not 
go  after  the  Honda  dealership. 

I  can  sympathize  with  Dwyer, 
because  three  months  ago  I,  too,  had 
my  credit  identity  swiped.  And  found 
out  firsthand  how  little  credit  card 
issuers  and  the  credit  reporting  agen- 
cies do  to  prevent  such  thefts.  Appar- 
ently, I  was  a  victim  of  pros.  The 
tipoff  was  a  form  letter  from  a  stu- 
dent loan  agency,  concerning  con- 
flicting information  on  a  loan  appli- 
cation. Baffled,  I  called  the  800 
number  to  find  out  what  was  going 
on.  "Somebody  else  has  downloaded 
your  personage,"  was  the  telephone 
clerk's  ominous  reply. 

A  week  later  I  got  a  phone  call 
from  a  bank  I'd  never  heard  of,  asking 
me  if  I  had  applied  for  "a  Giant 
Visa  card."  I  said  no,  asked  a  few 
questions,  and  discovered  that  some- 
one using  my  name — supposedly  a 
nurse — had  phoned  in  the  credit 
application,  using  my  Social  Security 
number,  but  listing  a  mailing  address 
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in  Brooklyn — not  my  address.  I  can- 
celed the  bogus  application,  but  sus- 
pected that  my  troubles  weren't  over. 

They  weren't.  I  contacted  the 
three  big  credit  agencies,  all  of  which 
have  special  phone  lines  to  handle 
fraud  calls.  ("If  you  are  a  true  victim 
of  fraud,  press  or  say  three,"  chirped 
the  cheery  recording  at  TRW.)  Sure 
enough,  my  credit  reports  were  a 
mess.  TRW  listed  employers  I'd  never 
heard  of.  Equifax  had  me  at  the 
Brooklyn  address.  Both  reported  a 
flurry  of  suspicious  inquiries,  which 
may  hurt  when  I  apply  for  a  loan  or 
additional  credit. 

I  asked  the  clerks  to  flag  my  files, 
alerting  creditors  to  contact  me  by 
phone  should  any  more  credit  appli- 
cations pop  up.  I  didn't  bother  asking 
the  credit  bureaus  to  call  me.  It  seems 
credit  reporting  agencies  never  call 
anyone.  They  compile  just  the  facts, 
ma'am,  and  sell  them  to  credit 
issuers — warts,  mistakes  and  all. 

Then  I  realized  I  hadn't  seen  my 
monthly  Visa  statement.  So  I  checked 
with  the  issuer,  Chase  Manhattan. 
The  bank  had  changed  my  address, 
and  mailed  my  statement — and  a  new 
Visa  card — to  that  Brooklyn  address. 

Why  was  my  Visa  bill  going  to 
Brooklyn?  It  turned  out  the  thief  had 
gotten  a  change  of  address  notice 


from  a  post  office  and  sent  the  form 
directly  to  the  bank.  My  name  was 
misspelled,  but  Chase  never  bothered 
to  call  me  to  check  it  out,  even 
though  the  new  Brooklyn  address 
was  suspicious.  A  Chase  employee 
told  me  it's  a  "known  fraud  address." 
"This  is  a  major  problem,"  admitted 
another  employee.  "This  office  has 
been  writing  memos  about  this  for 
years." 

The  folks  at  Chase  assure  me  that 
when  they  get  a  change  of  address 
followed  by  a  request  for  a  new  card, 
they  do  start  asking  questions.  But  in 
my  case,  the  old  card  was  about  to 
expire:  The  new  one  went  out  auto- 
matically. So  they  never  called  or 
wrote  to  me.  Chase  had  simply  dis- 
patched my  shiny  new  credit  card  to 
an  address  the  banks  had  identified  as 
a  known  fraud  address.  Beautiful. 

Fortunately,  when  the  thief 
called  again  for  a  pin  number  so  she 
could  get  cash  advances,  the  folks  at 
Chase  finally  woke  up  and  canceled 
the  card. 

None  of  this  scrambling  to  try  to 
get  my  own  identity  back  has  cost  me 
anything — other  than  phone  calls, 
faxes,  letters,  time  and  a  lot  of  aggra- 
vation, plus  a  lingering  fear  my  credit 
rating  will  never  be  clean.  Nor  do  I 
know  how  much  the  imposter  may 


have  stolen  in  my  name.  But  fraud 
costs  credit  issuers  plenty — up  to  $3 
billion  a  year,  estimates  TRW. 

I  was  lucky.  Some  imposters  actu- 
ally live  under  the  names  they  steal. 
They  take  out  drivers'  licenses,  sign 
leases,  even  give  the  stolen  names  to 
the  police  when  nabbed  for  other 
crimes.  A  harried  credit  bureau 
worker  confided  to  me  that  she'd  had 
calls  from  people  at  police  stations 
who  were  under  arrest  because 
imposters  had  racked  up  thousands  of 
dollars  in  traffic  tickets.  Or  worse. 

The  entire  credit  industry  rests  on 
most  people  being  honest  and  willing 
to  pay  their  bills.  But  the  more 
responsible  you  are,  the  higher  your 
risk  of  being  victimized.  "Defrauders 
tend  to  target  those  who  have  perfect 
credit  and  pay  histories,"  says  Shreve- 
port,  La.  attorney  David  Szwak,  who 
represented  Stephen  Shaw,  a  technol- 
ogy writer  in  Washington,  D.C. 

Stephen  Shaw  was  ripped  off  by 
someone  with  a  similar  name,  Steven 
Michael  Shaw.  The  imposter,  a  used 
car  salesman  in  Orlando,  Fla.,  simply 
booted  up  the  credit  terminal  at  his 
place  of  employment,  punched  in  his 
own  last  name  and  browsed  Equifax 
credit  histories  until  he  found  anoth- 
er Steve  Shaw  with  a  good  credit  his- 
tory. He  then  assumed  Shaw's  credit 
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Safeguaioing 
your  credit 


What  can  you  do  to  pro- 
tect yourself  against 
having  your  credit  identity 
stolen? 

•  Keep  tabs  on  what  the 
credit  agencies  are  report- 
ing about  you.  TRW  will 
send  you  one  report  each 
year  free;  the  others  usual- 
ly charge  $8.  Look  for  any 
mistakes.  Credit  bureaus 
are  required  by  law  to 
investigate  and  fix  errors. 
For  $44  a  year  you  can 
join  Credentials  Credit 
Report  Monitoring  Ser- 
vices (800-262-7432)  and 
get  unlimited  copies  of 
your  TRW  report,  notifica- 
tion by  mail  every  time  a 
creditor  downloads  your 
file  and  quarterly  updates 
if  somebody  posts  some- 
thing bad  about  you.  For 
another  $69  you'll  get 
Equifax  and  Trans  Union 
reports,  too. 

•  Try  to  get  the  credit 
bureaus  to  take  your 
credit  report  "off-line"  so 


no  one  can  look  at  it  with- 
out your  consent.  It's 
done  for  powerful  politi- 
cians, celebrities  and  other 
prominent  people —  . 
including  Bill  Clinton  and 


O.J.  Simpson.  TRW  keeps 
their  records  in  a  special 
VIP  manual  file.  That 
means  creditors  need  per- 
mission to  see  their  credit 
histories,  which  are 
released  only  by  mail.  But 
unless  you  are  a  celebrity, 
be  prepared  for  a  hassle. 
"It's  credit  the  way  it  used 
to  be  50  years  ago,"  states 
TRW  spokeswoman  Janis 
Lamar.  She  claims  that  if 
everyone  were  to  demand 


this  service,  credit  would 
become  prohibitively 
expensive. 

•  If  they  refuse  to  take 
you  off-line,  at  least  insist 
that  the  agencies  put  a 

note  in  your  file 
1    urging  banks  and 
department  stores 
to  call  you  before 
granting  credit  to 
anyone.  The  agen- 
cies aren't  required 
by  law  to  post  these 
notices.  But  they 
can,  and  do,  for 
some  consumers. 
While  you  are  at  it, 
ask  them  to  stop 
using  your  credit 
reports  for  "prescreen 
programs."  In  some 
states,  they  must  stop  if 
you  ask  them  to. 

•  Use  as  few  credit 
cards  as  possible.  If  a 
credit  bill  is  late,  call  cus- 
tomer service  at  once. 
Make  sure  your  mail 
hasn't  been  diverted  to 
another  address. 

•  Beware  debit  cards.  If 
misused,  your  bank 
accounts  could  be  cleaned 


out  before  you  notice  the 
card  is  missing.  Wait  too 
long  to  notify  the  bank 
and  you  may  never  get 
that  money  back.  Chemi- 
cal Bank  and  others  are 
now  mailing  new  ATM 
cards  to  all  their  cus- 
tomers. These  new  ATM 
cards  are  also  debit  cards, 
which  can  be  used  with 
merchants  instead  of 
checks.  In  stores  they  do 
not  require  the  use  of  PIN 
numbers.  In  our  view  they 
are  dangerous.  If  you  get 
one,  tear  it  in  half. 

•  Don't  broadcast  your 
Social  Security  number.  It 
is  the  skeleton  key  to  your 
credit  vault.  Be  wary  of 
any  university,  insurance 
company,  hospital, 
doctor's  office,  laboratory 
or  marketing  person  who 
asks  for  it.  It's  also  a  good 
idea  to  stop  using  your 
Social  Security  number  for 
identification  with  banks 
and  credit  card  companies. 
Many  will  let  you  substi- 
tute a  secret  password, 
known  only  to  you  and 
the  bank.    -B.  McM.  ■■ 


identity,  changed  his  address  and  was 
issued  35  new  credit  cards  and  bank 
loans  with  total  charges  of  $100,000. 
For  nearly  a  year  the  Washington 
Shaw  was  dunned  for  charges  he 
never  made;  he  wrote  letters  and 
made  calls,  to  no  avail. 

The  imposter  was  finally  nabbed, 
convicted  and  sentenced  to  three 
years  in  a  federal  prison.  Shaw  sued 
the  banks,  credit  bureaus  and  card 
companies  that  gave  him  the 
runaround,  collecting  a  nice  settle- 
ment he's  promised  never  to  disclose. 
But  now  he  lives  with  the  knowledge 
that  his  name  is  among  the  known 
aliases  of  a  convicted  felon. 

The  problem  promises  to  get 
much  worse.  1  he  more  people  who 
have  access  to  credit  reports,  the 
easier  it  is  for  crooks  to  get  what  they 
want.  And  their  numbers  are  growing 
as  credit  bureaus  seek  a  ider  markets 
among  employ  resellers  and 


even  law  enforcement  officials,  who, 
according  to  the  federal  Fair  Credit 
Reporting  Act,  aren't  even  supposed 
to  use  credit  information. 

Auto  dealerships  are  a  big  source  of 
leaks.  In  mid- 1993  the  managers  of 
Autoland,  a  dealership  in  East  Spring- 
field, N.J.,  discovered  that  their 
employees  were  selling  credit  histo- 
ries punched  up  on  the  dealer's  ter- 
minal. After  Secret  Service  agents 
raided  the  place,  they  discovered  the 
buyers  had  used  the  credit  informa- 
tion to  steal  $2  million.  TRW  is  now 
beginning  to  block  auto  dealers  from 
getting  Social  Security  numbers. 

A  few  determined  criminals  have 
gone  so  far  as  to  subscribe  to  credit 
bureaus  themselves,  so  they  can  troll 
for  the  juiciest  prospects.  TRW  admits 
a  reseller  once  signed  up  a  Long 
Beach,  Calif,  mortgage  company  and 
sold  it  hundreds  of  credit  reports 
before  discovering  that  the  company 


was  bogus.  "It  was  a  fraud  ring  made 
up  of  people  from  Nigeria,"  explains 
TRW  security  chief  Dennis  Rice. 

The  Federal  Trade  Commission 
has  called  for  an  Aug.  20  powwow  of 
the  credit  industry  and  law  enforce- 
ment to  discuss  what  to  do  about 
stolen  credit  ids.  But  credit  reporting 
agencies  and  credit  issuers  are  loath 
to  change  the  way  they  do  business. 
Easy  credit  is  the  name  of  their  game 
and,  so  far,  they  have  simply  passed 
their  billions  in  losses  on  in  the  form 
of  higher  interest  rates. 

Why,  for  example,  don't  the  credit 
bureaus  let  consumers  flag  their  files 
before  they  get  hit,  requesting  credit 
issuers  to  make  a  phone  call  before 
granting  credit,  to  make  sure  the 
application  is  genuine?  "If  a  great 
number  of  people  decide  to  do  that, 
you  defeat  the  system  of  instant 
credit,"  says  Equifax  spokesman 
David  Mooney.  Exactly.  Hi 
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Forl>es  


3.  rketClassified 


ART/COLLECTIBLES 


T  ADVENTURE  CUBA 

§f )   •  7  DAY  MONTHLY  CULTURAL  ADVENTURE 
r  J  •  7  DAY  CIGAR  SMOKING  ADVENTURE 
S4»  4  DAY  JEWISH  CULTURAL  ADVENTURE 

CUSTOM  MADE  ITINERARY  FOR  INDIVIDUAL 
1       •  FULLY  LEGAL  AND  ESCORTED  BY  WINGS 

WINGS  OF  THE  WORLD  1-800-465-8687 

CALL  US  TODAYI         OPEN  SUNDAY  8-6  EST 

WE  BUY  DIAMONDS! 

Call  or  fax  GIA  info 
for  cash  offer. 
-Any  quantity!- 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42345 
1-800-844-3100  or  FAX  S02-338-960S 


The  Vacation  oj 
a  Lifetime^. 

The 
Yacht 
charter 
luide 

your  ticket 
>  get  there  Detailed 
(Stings  include.-. 

■  500  pages  of 
Int'l  Listings  &  Photos. 

lareboat  (skipper-yourself)  Companies  &  Fleets 
charter  Brokers  &  Yacht  Mngi  Companies 
>ewed  Power  &  Sail  Yachts  &  Canal  Barges 

Charter  Rales  &  Yacht  Descriptions 

he  Most  Complete  Directory 
of  its  Kind  in  the  World! 

all  Today  (617)  497  7104 

4  Ml  Auburn  Sl  Cambridge,  MA  02138 
x: (617)  868-5335 


franchising. 

I  Franchise  your  business  for  growth  I 
I  and  success.  Call  Franchise  | 
|  Developments,  Inc  ,  the  nation's  most  | 
■  experienced  franchise  consulting  firm.  ( 
1^412)  687-8484  or  800-576-5115  pgj 


REAL  ESTATE 


Prime  hardwood  timberland  for 
sale  in  southern  New  York.  1 1 1 

acres,  includes  maple,  ash,  cherry,  and 
oak.  $175,000.  Recent  timber  appraisal 
available. 

Seanor  Timber 
R.D.  #4  Box  144 
Greensburg,  PA  15601 


acres  SW  TEXAS 

2.8  Auto  Srvice,  2800'  hm 
20  Deer,  fenced,  oaks 
25  Exotics,  Tx  Vet  .  . 
24  2O00'  Live  water  . 
40  Lodge,  views,  deer 
55  Deer,  Rocksprings 

82  Deer,  elec  

84  Deer,  Big  Neighbors 
100  Brk  Hm..  Bam.  pens 
1 3 1  Spring,  Axis,  elec  .  . 

Ed  White  Realty  800-683 


PRICE 

.$79,500 

$19,950 

$20,000 

$79,500 

.$59,950 

$399/ac 

.$49,300 

.$49,950 

.$149,500 

.$104,700 


CAPITAL  AVAILABLE 


FA$T  EA$Y  FINANCING 


or  equity  capital  for  your  business.  New 
database  profiles  10,000  active  lenders 
willing  to  take  risks  your  bank  won't 
75  financing  types  give  you  countless 
options  for  every  deal 

FREE  INFO  800-580-1188 


Forbes 

CAPITALIST  TOOL" 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


All-inclusive  fractional  ownership  of 
Learjet"  and  Challenger'''  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call  1-800-590- TETS 


I     N  E 

JetSohttkms 


U     S     I     N     E    S  S 


The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


Real  Wood. 

Furniture  For  Computers 


your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call: 
1-800-877-1103 

FfuncofP  r 

Specialists  in  Franchise  Development  FB 
New  York  •Chicago"  Los  Angeles*  Maples  f  I  ■  Me«to  City  •  Buenos  Aires 


SALVADOR  DALI 


"Cosmic  Rays" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare,  Authentic, 
Graphics,  Drawings,  and  Paintings 
from  the  #1  Source  for  Salvador  Dali 
SILVERS  TATE  FINE  ART 

Color  Catalog  Available 
800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


EXECUTIVE  GIFTS 


I  .\i  11  H 


hondpointed  morimgs  OfK 

•  Ove<  160  models  in  stock 

•  Pnced  from  $99  50 

Call  1  800  950  9944  «»  _ 


WOtU  S  UAfHNG  mum 

mum 

UKMCUUTUOS 


Back  pain? 


Based  on  the  Alexander 
Technique,  PosturEvolution  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 
CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183,  e-mail:  lloren@forbes.com 


B  3E.S     TniNCHERA     R  A  N  C  H 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
!  igorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


FT. 


FLASHBACKS 

EDITED  BY  DERO  A.  SAUNDERS  1 

"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Sept.  1,  1926) 


Portland,  Ore.'s  Third  Street  put  up 
fancy  lighting  to  halt  a  retail  slump. 


"On  all  sides  are  evidences  that  the 
people  of  this  country  are  enjoying  a 
better  scale  of  living  than  ever  before. 
Wherever  you  go  you  find  riiat  people 
have  more  money  in  the  bank,  that 
home  buying  is  under  way  on  an 
unprecedented  scale,  that  an  increasing 
number  of  workers  are  carrying  life 
insurance,  that  more  and  more  of  the 
children  of  families  in  ordinary  cir- 
cumstances are  getting  the  benefits  of 
advanced  education." 

"Possibly  the  most  portentous  devel- 
opment in  transportation  machines  is  the 
oil-electric  locomotive.  The  fuel  econo- 
my and  low  operating  cost  of  this 
machine  are  remarkable,  and  the  vision 
which  sees  in  it  the  most  plausible  means 
for  electrifying  the  railroads  seems  any- 
thing but  fantastic,  as  compared  with 
third-rail  or  overhead  wire  systems." 


60 


years  ago 


(From  the  issue  of  Sept.  1,  1936) 
"At  the  present  time  Forbes  stands 
alone,  so  far  as  we  know,  in  asserting 
the  probability  that  our  recovery 
spree  is  now  over,  and  a  not-to-be- 
ignored  decline  already  under  way. 
Later,  if  we  are  right,  other  publica- 
tions and  services  will  confirm  this 
judgment." 

"Queen  Mary  plows  into  New  York 
with  a  record  westbound  transatlantic 
average  of  30.01  knots,  taking  the 
speed  crown  from  the  French  Nor- 


mandie.  Meanwhile,  the  much  faster 
zeppelin  Hindenburg  was  revealed  as 
operating  at  101%  of  capacity  on 
flights  between  U.S.  and  Europe." 

50  years  ago 

(From  the  issue  of  Sept.  1,  1946) 
"Enjoyment  of  'sight  and  sound' 
medium  is  still  a  long  way  off.  Though 
manufacturers  believe  that  television  will 
become  the  greatest  unit  in  the  radio 
business,  they  are  not  very  optimistic  as 
to  when  this  will  become  an  actuality." 

"Unless  absolutely  imperative,  avoid 
going  to  Europe.  If  you  must  go, 
flying  is  preferable  to  sailing.  Above  all, 
eschew  unconverted  troopships.  For 
civilians  they  are  veritable  hellholes. 
Accommodations  are  not  even  on  a 
par  with  prewar  steerage.  And  most  of 
those  coming  from  Europe  are  'dis- 
placed' persons,  usually  in  distressed 
circumstances."  -B.C.  Forbes 

25  years  ago 

(From  the  issue  of  Sept.  1,  1971) 
"The  setting  was  familiar  enough 
for  Kirk  Kerkorian:  a  plush  hotel  in  a 
gambling  town.  But  this  time  it  was 
the  courtly  old  Hotel  de  Paris  in 


Back  in  1971, 
Kirk  Kerkorian 
was  already  into 
gambling,  hotels 
and  entertain- 
ment, and  had 
lost  $47  million 
in  a  fruitless 
bid  for  MGM. 


-  t  m 


Monte  Carlo.  Was  Kerkorian  looking 
for  new  opportunities,  this  time 
along  the  Mediterranean?  Not  at  all, 
he  responded.  The  real  purpose  was 
to  pay  off  his  debts,  the  major  one 
being  some  $47  million  incurred  in 
buying  into  Metro-Goldwyn-Mayer, 
a  company  whose  name  Kerkorian 
must  devoutly  wish  he  had  never 
heard." 


"Some  might  call  the  recent 
upswing  in  sales  of  bond  funds  a 
boom,  but  Henry  Kaufman  of 
Salomon  Brothers  says  the  mutual 
funds  have  missed  the  boat:  'They've 
been  trying  to  sell  equity  funds  at  a 
time  when  individuals  have  been 
putting  most  of  their  money  into 
fixed-income  securities.'  In  1969  and 
1970  individuals  put  about  $44  bil- 
lion into  fixed-income  investments, 
while  total  net  mutual  fund  sales  were 
a  mere  $4.7  billion." 

10  years  ago 

(From  the  issue  of  Aug.  25,  1986) 


Defying  the  U.S.,  Libya  was  able  to  sell 
all  the  oil  from  seized  U.S.  fields. 


"Libya  has  had  little  trouble  selling 
oil,  despite  the  pullout  of  U.S.  com- 
panies ordered  by  President  Reagan, 
says  Petroleum  Intelligence  Weekly.  By 
sweetening  its  terms  and  finding  new 
buyers  for  300,000  barrels  per  day 
from  wells  left  behind  by  Occidental, 
Marathon,  Amerada  Hess,  Conoco 
and  Grace,  Tripoli  reportedly  sold  all 
oil  produced." 

"All  500  headquarters  jobs  at  RCA 

are  to  be  squeezed  out  by  the  end  of 
1987  as  a  result  of  GE's  purchase  of 
the  company.  Not  all  of  the  casualties 
will  be  from  the  ranks  of  RCA,  of 
course,  but  most  will.  It's  a  small 
example  of  the  new  wave  of  firings 
now  rolling  through  the  economy." 

"Mike  Milken  has  lots  to  cheer  about 
these  days.  He  is  the  leading  financier 
of  our  time  and  one  of  the  most  pow- 
erful men  in  America.  In  little  over  a 
dozen  years  Mlken  has  accumulated  a 
personal  fortune  that  Forbes  estimates 
to  be  in  excess  of  half  a  billion  dollars, 
making  him  one  of  the  75  richest 
people  in  the  U.S."  » 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


Nr .  withstanding  all  the 
megamerging  in  recent  years 
and  the  ongoing  giantness 
of  the  likes  of  General 
Motors,  small  businesses 
continue  overwhelmingly  to 
be  America's  biggest  busi- 
ness. They  make  up  99.8%  of 
the  U.S.'  business  concerns. 

three-quarters  of  the 
dollar  volume  generated  by 
construction  and  wholesaling 
comes  from  small 
businesses;  they  provide 
nearly  half  of  the  volume 
generated  by  the  service 
industries,  and  account 
for  43%  of  our  gross  national 
product.  And  of  the 
projected  3  million  new 
jobs  that  will  have  been 
created  by  the  end  of  this 
year,  two -thirds  will  be 
in  companies  with  fewer 
than  100  employees. 

-Malcolm  Forbes  (1986) 


A  Text  .  .  . 

A  feast  is  made  for 
laughter,  and  wine 
maketh  merry;  but 
money  answereth 
all  things. 
-Ecclesiastes  10:19 


Sent  in  by  D.  Chalmers  Royal, 
Newport  Beach,  Calif. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


The  crux  of  leadership  is  that 
you  must  constantly  stop  to 
consider  how  your  decisions 
will  influence  people. 

-Michigan  State  Police  maxim 

If  you  aren't  living  on  the 
edge,  you're  taking  up  too 
much  space. 

-Nursing  home  resident 

Being  equal  seems  to  me 
The  last  thing  one  would 

want  to  be: 
Without  an  aim  above 

the  norm, 
What  is  the  goal  of 

human  form? 
-Art  Buck 

The  privilege  of  absuruitv, 
to  which  no  othei 
creature  is  subject,  bu 
man  only. 
-Thomas  Hobbes 


Wine,  to  a  gifted  bard,  is  a 
Mount  that  merrily  races; 

From  watered  wits, 

No  good  has  ever  grown. 

-Cratinus 

Empty  wine  bottles  have  a 
bad  opinion  of  women. 

-Ambrose  Bierce 

The  easy  way  to  teach 
children  the  value  of  money 
is  to  borrow  from  them. 

-Anonymous 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  31/?"  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-234-4553  and  charge  to  your  credit  card. 


Seeing  every  life  as  sacred 
can  be  costly.  It  can  cost 
you  your  malice,  a  price  many 
of  us  are  unwilling  to  pay. 

-Cullen  Hightower 

It  would  add  much  to  human 
happiness,  if  an  art  could 
be  taught  of  forgetting  all 
of  which  the  remembrance  is 
at  once  useless  and  afflictive, 
that  the  mind  might 
perform  its  functions  without 
encumbrance,  and  the  past 
might  no  longer  encroach 
upon  the  present. 
-Samuel  Johnson 

Permanence  is  a  man-made 
fantasy  smiled  on  by  time. 

-Paul  von  Ringelheim 

There  is  no  better  measure 
of  a  person  than  what  he 
does  when  he  is  absolutely 
free  to  choose. 

-WlLMA  As  KIN  AS 

Convincing  yourself  does 
not  win  an  argument. 

-Robert  Half 

Striving  for  excellence 
motivates  you;  striving  for 
perfection  is  demoralizing. 

-Harriet  Braiker 

Laughter  is  a  tranquilizer 
with  no  side  effects. 

-Anonymous 

Our  greatest  glory  consists 
not  in  never  failing,  but  in 
rising  every  time  we  fall. 

-Oliver  Goldsmith 

Change  is  inevitable,  except 
from  a  vending  machine. 

-Bumper  sticker 

The  only  form  of  lying 
that  is  absolutely  beyond 
reproach  is  lying  for 
its  own  sake. 
-Oscar  Wilde 
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ILDER  ON  THE  INTERN 


:s  ASAP 


BURLINGAME  PUBLIC  LIBRARY 


Ever  heard  of  customer  service 
with  a  backup  system? 


Laurie  Trancynger,  Consumer  Relations  Representatii 
Norelco  Consumer  Products  Company,  Stamford,  C 


I'm  Laurie  Trancynger  from  Norelco; 
a  division  of  Philips  Electronics.  My  job  is, 
simply,  to  delight  our  customers.  And  we 
have  a  backup  system  to  make  it  happen. 
When  customers  call  us,  we  do  ali  we 
to  help.  But  we  don't  stop  there. 
iho  follow  up  with  postcards,  e-mail, 
m  aires  and  whatever  else  it  takes, 
•f  customers  respond  to  our 
t  usually,  it's  just  to  say  things 
couidn  E  i  .  better.  Of  course,  even  though 
they're  satisfied,  we  never  are. 


PHILIP! 


©1996  Philips  Electronics  North  America  Corporate 


WHAT 


total  erp  solution 
World-class  functionality 
flexibility 

rapid  time-to-benefit 
multi  or  single  site 
multi  or  single  currency 
multi  or  single  language 
easy  to  implement 
easy  to  use  and  maintain 
easy  to  integrate 
world-class  platform 
high  performance 
scalability 

simple  migration  path 
cost-effective  technology 
24-hour  global  support 
outstanding  roi 


QADs  MFG/NT  software  on  the  Microsoft  Windows  NT  server  platform 
provides  an  integrated  global  supply  chain  management  solution  for 
mid-range  manufacturers.  QAD  serves  the  automotive,  consumer 
packaged  goods,  electronics,  food  and  beverage,  industrial  products, 
and  medical  devices  sectors.  Industry-specific  features  address  market 
demands  so  that  manufacturers  today  can  profit  from  this  comprehensive 
enterprise  resources  planning  (ERP)  package. 

And,  QADs  time-to-benefit  methodology  makes  MFG/NT  software 
fast  to  implement  and  easy  to  use  and  maintain.  With  implementations 
in  more  than  70  countries,  and  software  available  in  24  languages 
concurrently,  QAD  gives  you  the  tools  you  need  to  gain  a  distinct 
competitive  advantage. 

MFG/NT  software.  You  want  it...  you  got  it. 


n 

QAD 


Microsoft 


ltd  MFC. /NT 
siered  indent 


of  QAD  In.  Microsoft  and  Windows  NT 
rosofl  (  orponcion 


QAD  Global  Marketing,  6450  Via  Real,  Carpinteria,  California  93013  USA    Tel:  +1  K05  565  'M04  http://www.qad.com 


With  total  access,  there  are  no  limits  to  where  you 
can  go...  or  who  you  can  do  business  with. 

U.S.  Robotics  provides  end-to-end  information  access 
solutions  for  every  level  of  your  organization  -  giving 
you  an  edge  on  the  competition. 

We  provide  the  technology  to  access  a  future 
without  limits. 

Mobotics 

The  Intelligent  Choice  in  Information  Access 


NETWORK  SYSTEMS  DIVISION 

Offices  Worldwide 


Every  day,  your  lust  for  cutting 
edge  technology  wages  war  against  your 
unbridled  passion  to  save  a  buck. 


At  AST,  we've  been 
serving  up  some  of  the 
hottest  computers  for 
over  1 5  years.  From  the 
first  upgradable  PC  to 
the  first  486  to  lightning- 
quick  dual  Pentium  Pro 
chip  Internet  servers. 
So  it  figures  we'd  be  the 
ones  to  make  the  latest 


technology  actually 
affordable.  The  result? 
You  get  tomorrow's 
machines  before  any- 
one else.  For  a  lot  less. 
And  that  should  give 
"peace  of  mind"  a 
whole  new  meaning. 


COMPUTER 
W  h  ere  things  a  r  e 


agine  Your  Company  Working  Like  This. 


Application  Plus®  is  the  integrated  enterprise 
software  that  makes  all  your  systems  work  as  one. 
Smoothly,  and  toward  a  single  objective. 

Application  Plus  turns  complex  functions  into 
a  simple  operation.  So  that  everyone  in  your 
organization  can  get  the  information  they  need, 
when  and  how  they  need  it,  and  share  it  with  those 
who  need  to  know. 

Application  Plus  gets  to  work  quickly, 
managing  your  enterprise  with  proven,  trouble-free 
reliability,  no  matter  what  your  hardware,  operating 
or  database  system. 

Managing  software  has  suddenly  gotten  a  lot 
easier.  Now  what  more  could  you  ask? 


Wolcott,  Inc.,  21st  Floor,  One  Hospital  Trust  Plaza,  Providence,  RI 02903 
Telephone:  (800)  343-2414,  ext.  336,  Fax:  (401)  351-8484 

Or  visit  us  at  http://www.dalywolcott.com 
Atlanta  •  Chicago  •  Dallas  •  Los  Angeles  •  Providence 
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PULL-DOWN  MENU 

*4  s%  Editor's  Letter:  Internet  Blur 

I  %^  The  business  world  is  moving  to 
"Internet  time" — where  speed  rules  and 
compressed  cycles  are  a  fact  of  life.  It 
feels  like  a  blur.  Slow  down  a  little  and 
things  may  clear  up.  By  Rich  Karlgaard 
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Letters  to  ASAP 


f%  f%  The  Unknown  Entrepreneur: 
Mm  Mm  Step  3:  Raw  Deal  To  start  a 
business,  you  need  money.  Guess  what? 
Sometimes  the  people  with  the  capital 
aren't  in  it  for  love.  By  Mo  Schumpeter 

f\     The  Value  Chain:  A  Stirrup  in 
Mm  w  Time  Innovations  such  as  the 
stirrup  and  the  heavy  plow  profoundly 
changed  society.  Information  technology 
will,  too,  but  we  can't  know  exactly  how. 
By  William  Davidow 

r%  StGame  Plan:  Holy  Macro  If  you 

O  W  haven't  mastered  delegation — 
and  it's  a  famously  tough  subject — you're 
unclear  on  the  concept  of  leadership. 
By  Bill  Walsh 

*%  ^  The  Big  Picture:  The  Big  Uneasy 

For  traditionalists 
in  the  book  biz,  superstores  arc  an 
unnecessary  evil.  But  the  Internet  is 
making  Amazon.com  the  biggest 
superstore  ever,  and  maybe  the  1 
By  Virginia  I.  Postrel 


Software  for  Hard  Choices 

Vr%^  Online  stock  trading  sounds  like 
no-brainer  bliss:  Type  in  "buy  low,  sell 
high"  and  let  the  computer  do  the  rest. 
But  not  all  systems  are  on  the  money. 
By  Michael  Gianturco 

O  O  Legends:  Thomas  Perkins  Being 
OA  in  the  right  place  at  the  right 
time — and  doing  just  the 
right  thing — have  earned 
this  pioneering  venture 
capitalist  a  good  life,  and  a 
larger-than-life  reputation. 
By  Owen  Edwards 

<M  AQ  Mores:  The  Plod  Thickens 

I  vOAs  insidious  influences  such 
as  the  TelePrompTer  and  online  chat 
rooms  reshape  our  speech  and 
thought,  we  descend  into 
dullness.  By  Owen 
Edwards 


^fcThe  Peters  Principles:  Let 
1  Mm  Chaos  Reign  When  it  comes 
to  making  sense  of  markets,  damn  the 
dogmatic  strategic  planners!  The  idea 
of  controlling  risk  is  a  hopeless  illusion. 
It's  what  we  don't  control  that  counts. 
Ready,  fire,  aim! 
By  Tom  Peters 


IT  STRATEGIES 

^%  Q  Art,  Geeks  and  Power  Ploys 

%J$JP  An  Intranet  is  a  great  leap 
forward,  but  be  prepared  for  a  motley 
construction  crew  and  office  politics 
as  usual.  By  David  Stro?n 


FEATURES 
•JQ  Heeeeee's  Back! 

/  O  Silicon  Valley 
CEOs  hoped 
Congress  would 
protect  them  from 
lawsuit-happy  lawyers 
such  as  the  dreaded  tort-urer  William  S 
Lerach.  They  should  live  so  long. 
By  K/iren  Donovan 

Q  A  Back  to  the  Telecosm  Ethernet 

©Hi  creator  Robert  Metcalfe  predicts 
the  imminent  collapse  of  an 
overloaded  Internet.  But  with 
bandwidth  due  to  increase  by  a 
factor  of  1 ,000  in  the  next 
decade,  the  future's  a  lot 
brighter  than  that.  ^ 
By  George  Gilder  ™ 

Q  Q  Bandwidth  on  Demand 

✓  O  You  may  not  have  noticed  that 

there's  no  constitutional  right  to 

bandwidth.  If  your  CIO  doesn't  have  a 

plan  for  carving  a  piece  of  the  action, 

you  could  be  not  working  instead  of 

networking. 

By  Gary  Andrew  Poole 
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About  our  cover 
illustrating  the 
electronic  prox- 
imity of  global 
markets  and  light- 
speed  movement  of 
money:  The  rim  of 
our  "UFO"  is  the 
Zurich  Stock 
lixrhange,  inside  is  the  Neiv  York 
exchange.  Below,  the  options  trading  floor 
at  the  Pacific  Stock  Exchange. 

COVER  STORY 

A  r%  Madcap  Markets/Light-Speed 
T"  Mm  Money  Stock  markets  around 
the  world  arc  scrambling  to  catch  up 
with  the  runaway  train  of  technology. 
Cash,  once  king,  is  under  siege 
by  electronic  usurpers.  If  you  think 
anything  will  ever  be  the  same  again, 
read  this,  lly  Rah  Karlgaard 

44  •  Megatech  Meets  the  Big  Grapple! 

Can  the  New  York  Stock  Exchange's 
comforting  tradition  of  "a  fair  and 
orderly  market"  survive  in  an  era  of 
lightning  trades  and  electronic  sharp 
elbows?  By  Andrew  Feinberg 

48  •  Pound  Foolish  Scrooge  and 
Cratchil  have  left  the  scene,  but  the 
clubby  gents  of  the  London  Stock 
Exchange  had  a  bit  of  a  fit  when  the 
ghost  of  the  future  came  calling. 
By  Nancy  Ratter 

52  •  Penny  Wise  By  offering  traders 
the  U.K.'s  first  all-electronic  exchange, 
cheeky  little  Trade-point  may  soon 
threaten  the  establishment. 
By  Nancy  Ratter 

54  •  Big  Brother  vs.  Big  Broker  Instinct 
is  the  world's  largest  computerized 
brokerage.  Will  the  SEC's  angst  about  its 
electronic  privacy  lead  to  regulatory 
oblivion?  By  Baal  Kedrosky 

58  •  Off-Off  Wall  Streei  trading 
floor,  no  members  and  no  n  'ists, 
the  virtual  (and  cheap!)  Ari  k 
Exchange  uses  less  than  a  tbi. 
window  ot  opportunity  to  mat. 
the  big  time.  By  Geoff  Baum 


60  •  The  Origami  Effect  Described  as 
a  market  "where  time  has  stopped,"  the 
Tokyo  Stock  Exchange  marches  toward 
the  millennium  with  clerks  and  brokers 
addicted  to  paper.  By  dale  Eisenstodt 


62  •  Exchange  on  the  Edge  The  Chinese 
takeover  looms  large,  but  the  Hong 
Kong  exchange  managed  to  grow  35.5% 
last  year.  By  Umberto  Tost 

68  •  The  Money  Changers  When  it 
comes  to  electronic 
commerce,  the  buck 
pretty  much  stops 
here  and  now.  To 
figure  out  what's 
next,  ASAP  talks 
banks,  bytes  and 
greenbacks  with  six 

experts  on  digital 
cash:  68  •  Scott 
Cook,  CF.o,  Intuit. 

70  •  David  Chaum, 
CEO,  DigiCash. 

71  •  Sholom 
Rosen,  vp, 
Emerging 

Technologies, 
Citibank.  72  •  Larry 
Lindsey,  Federal 
Reserve  Board 
governor. 
72  •  Mike  Castle, 
Republican 


congressman  from 
Delaware. 
74  •  Eugene 
Ludwig, 

Comptroller  of 
Currency,  United 
States  Treasury 
Department. 
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We'll  row. 


You've  got  a  great  idea  for  an  electronic  product.  Unfortunately,  it  has  to  be  in  the 
market  yesterday.  It's  incredibly  complex.  You  don't  have  time  to  prototype.  Costs  are 
rising.  And  failure  is  not  an  option. 

Relax.  With  Cadence  on  board  you'll  cruise  through  your  product  development 
challenges  With  our  comprehensive  services  and  unrivaled  design  software,  you'll  be 
able  to  propel  products  to  market  faster  than  you  ever  thought  possible. 

Bottom  line — when  you  partner  with  Cadence,  you'll  spend  less  time  submerged 
in  complex  design  implementation,  and  more  time  reaping  the  rewards  of  great 
electronic  product  designs 

So,  if  you  feel  like  you're  pulling  more  than  your  own  weight,  row  over  to 
http://www.cadence.com  or  call  1.800.746.6223  and  we'll  get  you  speeding  in  the 
right  direction. 


Cadence, 


The  muscle  you 


NEED  TO  DESIGN 


better  electronic 


products. 
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KJNCE  AGAIN,  NORFOLK  SOUTHERN  HAS  RAISED 
INDUSTRY  STANDARDS.  THIS  TIME  BY  31  INCHES. 
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Track  every  shipment  «  >  call  to  our  Customer  Service  Center,  24  hours  a  day,  7  days  a  week.  1-800  NFLK-SOU  (635-5768). 

;ir  web  site  at  http  -  Drp.com 


of  clearances  can  be  a  mountainous 


For  double-stack  shippers,  a  lack 


obstacle.  Unless  they  ship  on 


Norfolk  Southern.  We've  risen  to  new  heights— nearly 
three  feet  at  some  locations.  With  clearances  along  97% 
of  our  intermodal  core  routes,  we've  created  a  double- 
stack  system  that  helps  connect  major  markets  throughout 
North  America.  It's  part  of  the  rail  industry's  most  modern 
intermodal  terminal  network.  Our  terminals  feature 
paved  loading  areas,  stack  capability  and  easy  access  to 
help  shipments  arrive  and  depart  quickly  and  safely. 
Is  something  in  your  way?  Call  Anne  Doyle,  Manager, 


Intermodal  Market  Development  at  (804)  533-4952. 
She'll  help  you  get  through  virtually  anything. 
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This  is  not  a  toy. 

This  is  not  just  an  organizer. 
Or  an  expensive  laptop. 
This  fits  in  your  pocket. 
This  lets  you  take  PC  files  and 

work  on  them  anywhere. 
This  can  send  faxes  and  e-mail. 
Get  directions.  Dial  your  mom. 
This  is  your  secret  weapon. 
This  is  the  Psion  Series  3a. 


This  is  a  palmtop  computer.  In  fact,  this  is  the  award-winning  Psion  Series  3a,  the  best-selling*  palmtop  in  the  world.  (Maybe  because 
it  works  like  your  PC.  with  menus  and  windows.)  There's  a  full-featured  word  processor,  spreadsheet,  database,  and  a  best-in-class 
organizer  —  ail  PC  and  Mac  compatible.  Optional  PsiWin  software  makes  transferring  your  files  drag-and-drop  easy.  You  can  run  hun- 
dreds of  powerful  applications,  like  Symantec  Act!'  and  Microsoft"  Automap."  And  the  Psion  Series  3a  weighs  less  than  10  ounces  and 
runs  for  up  ;>  n  two  AA  batteries.  It  starts  at  just  $399.  (This  is  good.)  This  is  where  you  find  out  more  about  your  secret 

.weapon:  1-800  93-PvON  oratwww.psioninc.com.  Or  visit  one  of  the  Psion  resellers  below.  (In  Canada,  call  I  -5 1 4-98-PSION.) 
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Editor's  Letter 


INTERNET  BLUR 

Von  Clausewitz  warned  generals  about  the  fog  of  war.  Today  if  s  called 
the  Internet  blur.  But  you  can  cut  through  it.  By  Rich  Karlgaard 


The  question  often  arises,  If  the  business  world  is 
moving  to  "Internet  time" — where  speed  rules  and 
compressed  cycles  are  a  fact  of  life — what  canny  wis- 
dom and  clever  illuminations  can  ever  come  out  of 
a  six-times-a-year  publication  like  Forbes  ASAP? 

Naturally,  we  think  about  this  all  the  time.  Allow  us  to 
share  our  conclusions. 

Two  considerations  drive  everything  we  do  at  Forbes  ASAP. 
The  first  is  our  reader.  In  our  case,  that's  760,000  paid  sub- 
scribers we  share  with  our  parent  Forbes  magazine,  one  of  the 
three  leading  business  magazines  in  the  country.  But  unlike 
its  competitors  BusinessWeek  and  Fortune,  which  skew  demo- 
graphically  to  middle-  and  upper-level  managers,  Forbes  skews 
"psychographically"  to  a  different  kind  of  player,  presumed 
to  be  bolder  and  more  ambitious:  the  capitalist. 

A  larger  percentage  of  Forbes  readers  are  board  chairmen, 
business  owners,  entrepreneurs  and  financiers.  That  is,  they 
make  the  big  calls  at  their  organizations.  You  may  have 
noticed  that  Forbes,  writing  to  its  somewhat  different  audi- 
ence, eschews  coddling,  cuts  to  the  quick,  speaks  directly, 
appeals  to  the  entrepreneurial-minded.  A  Forbes  story  al- 
ways points  the  way  to  opportunity. 

The  information  economy  presents  such  opportunity  in 
spades.  Propelled  by  the  declining  prices  and  soaring 
performances  of  silicon  chips,  and  by  new  blasts  of  high- 
speed connections,  our  age  is  the  golden  age,  ripe  for  joy- 
ful creations  and  huge  harvests.  The  job  of  Forbes  ASAP  is  to 
show  our  readers — cheerful  risk-takers — the  rules  of  the  new 
game.  That's  job  number  one. 

Now  back  to  our  bimonthly  frequency.  That  fact  forces 
Forbes  ASAP  to  anticipate  events  and  trends,  and  to  do  so 
with  enough  accuracy  and  lead  time  that  our  readers  can 
capitalize  on  them. 

The  only  way  we  know  how  to  do  this  is  to  drill  down  to 
first  principles.  The  new  information  economy  moves  with 
such  speed — that  oF  Internet  time  again — that  it  creates  a 
blur.  The  resulting  dilemma  is  much  like  the  "fog  of  war" 
that  military  theorist  Carl  von  Clausewitz  described  170  years 
ago.  Get  too  close  to  the  fog,  said  von  Clausewitz,  and  your 
judgment  clouds.  But  get  above  it  and  apply  some  first  prin- 


ciples to  the  matter  at  hand,  and  things  clear  up  a  bit. 

The  good  news  is  that  the  engines  that  drive  the  new  in- 
formation economy  adhere  to  some  basic  laws  and  princi- 
ples. Chips,  for  example,  must  kneel  to  a  few  rules  of 
physics — but,  remarkably,  only  a  few.  (What's  truly  amaz- 
ing is  the  lack  of  limits.)  Toss  in  a  few  principles  that  shape 
capitalism  and  some  newer  phenomena  like  increasing  re- 
turns and  demand  elasticity,  and — presto! — a  virtual  loop  is 
created,  leading  to  something  called  Moore's  Law.  (You'll 
thank  Moore's  Law  for  next  year's  $5,000  laptop  computer, 
in  which  you'll  get,  says  Steve  Lair  of  Texas  Instruments,  a 
PentiumPro-like  chip  (200  megahertz  or  greater),  32  Mbytes 
of  RAM,  a  3-Gbyte  drive,  a  12-inch  screen,  and  a  remark- 
able 12  hours  of  battery  life. ..at  only  3  pounds.) 

Software  (the  law  of  increasing  returns)  and  networks 
(Metcalfe's  Law)  follow  their  own  guiding  principles. 

Then  there  are  the  eternal  laws  of  human  nature  and  of 
market  economics.  Within  the  Forbes  galaxy,  we  have  our 
own  favorite  interpreters  of  these  laws,  preferring  in  mar- 
ket economics  Hayek  over  Marx,  for  example.  We  also  sub- 
scribe to  an  older  view  of  human  nature,  rejecting  as  trifles 
the  views  of  neo-Marxists  and  wired  hippie-mystics  (and  a 
certain  au  courant  magazine)  that  a  "new  digital  man"  is 
magically  emerging  from  all  of  this.  Baloney,  we  say. 

Point  is,  the  only  antidote  to  the  Internet  blur  is  a  drink 
of  the  relevant  technical  tacts,  combined  with  first  princi- 
ples and  a  metaphor  or  two.  This  we  try  to  provide  you.  Let 
us  know  how  we're  doing,  or  what  we  could  do  better. 

A  who's  who  of  writers  have  signed  on  to  contribute  to 
Forbes  ASAP's  very  special  December  2  issue.  Some  names: 
Tom  Wolfe,  Mark  Helprin,  Camille  Paglia,  Joe  Queenan, 
Reynolds  Price,  Tom  Brokaw,  Jim  Clark,  Stephen  Ambrose, 
Esther  Dyson,  Michael  Kinsley,  Andy  Grove,  Rosabeth  Moss 
Kanter,  Robert  X.  Cringley,  Robert  Conquest,  Paul  Romer, 
Michael  1  Iammer,  Stanley  Crouch,  Nicholas  Negroponte ... 
plus  a  few  irritants  like  Bill  McKibben,  Ralph  Nader  and 
Jeremy  Rifkin  ...  and  of  course  our  regular  stars  like  George 
Ciilder,  Tom  Peters,  Virginia  Postrel  and  Owen  Edwards. 
What's  up?  Find  out  at  www.forbesasap.com.  ■ 
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THERE'S  A  PLACE  WHERE  WALLS  BETWEEN 

OFFICES  ARE  REPLACED 

BYWORD 

)f yf  /here  questions  never  go  unanswered. 

v  J/  Where  the  people  you  need  to  find  can  always  be  found. 

Where  information  forever  eludes  the  bottleneck. 
And  misunderstanding  has  taken  a  leave  of  absence. 

ITS  A  PLACE  CALLED  THE  INTRANET. 

And  you  can  take  your  business  there  on  a  Macintosh. 


As  VP  and  resident  visionary  for  QUALCOMM-one  of  the  brightest  stars  in  digital  wireless  communications  -Tom  Lafleur  is 
rinding  innovative  ways  to  stay  ahead  of  his  company's  phenomenal  growth  with  the  help  ( >f  the  World  Wide  Web  and  Apple 
Macintosh  computers.  In  fact.Tom  started  QCALCOMMs  Intranet  by  running  one  of  their  own  products  on  a  Mac'-Kudora.  3 
which  has  since  become  the  most  popular  e-mail  software  for  the  Net.  Today,  people  are  using  Macintosh  to  easily  create 
web  pages  and  share  details  of  their  projects  with  the  rest  of  the  organization.  So  engineers  have  instant  insight  into 
manufacturing  problems,  can  pull  up  drawings  and  quickly  resolve  issues.  Which  has  slashed  the  need  for  paper.  Cut 
support  costs.  And  sparked  unprecedented  collaboration.  Not  to  mention  knocking  a  few  walls  down  along  the  way.  4 


For  more  information  on  Apple  products  and  solutions,  or  to  subscribe  to  our  electronic  newsletter,  visit  is  it  www.iolutions.ippii.cim/intrinit 
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to  ASAP 


Contrarians@porn.com 

Shame  on  you  tor  accepting  the 
pro -censorship  faction's  anec- 
dotal evidence  at  face  value 
("Editor's  Letter:  Bad  Moon 
Rising,"  June  3).  Yes,  the  Net 
v/ill  probably  lure  some  people 
into  hell.  I  suspect  that  those 
will  be  people  whose  psyches  are 
already  damaged  and  who  would 
otherwise  have  found  the  seeds 
of  their  destruction  at  the  news- 
stand, the  public  library  or  even 
in  the  Bible.  Every  new  commu- 
nications medium,  from  the 
printing  press  on,  has  been  cited 
as  a  danger  to  our  mental 
health.  I  am  surprised  that  you 
would  carry  on  such  a  dubious 
tradition. 

WILLIAM  STEELE 
ws2  l@cornell.edu 

Censorship  was  not  -mentioned, 
implied  or  endorsed  in  the  column. 
The  dubious  tradition  we  uphold  is 
to  separate  the  legal  protection  of 
free  speech  from  the  trendy  counte- 
nance of  its  more  vile  forms. — Eds. 

"Bad  Moon  Rising"  was  a  timely 
warning  for  all  of  us.  As  oppor- 
tunities for  sin  become  more  ac- 
cessible, we  can  expect  that  the 
true  moral  fiber  of  many  will  be 
revealed  in  a  way  that  will  sur- 
prise even  themselves.  Most  of 
us  little  realize  how  weak  we  are. 
MAX  DONER 
mdoner@proaxis.com 

Good  courage  in  not  being 
afraid  to  talk  about  the  dark 
side  of  the  Net.  (My  goodness, 
you  even  mentioned  obeying 
God's  will!) 

Being  a  Christian,  I  fully  ap- 
preciate the  dangers  that  lurk 
behind  the  use  of  anything  that 
provides  positive  value.  As  you 
alluded  to,  the  only  real  thing 
that  stops  us  is  us.  It  has  to  be 
debated  and  talked  about.  1 
applaud  you  for  doing  so, 
because  I  value  the  freedom  to 
speak  for  Christ,  I  can't  gh  e ; 
bankrupt  government 
ers  to  put  down  what 
ers  vice  (no  matter  how  : 
fined  it  currently  is).  Chi  i 
could  very  well  be  next.  Di 


know  anything  to  stop  evil  ex- 
cept  the  presence  of  good? 
PHIL  LANDRY' 
plandry@digital.net 

Regarding  access  to  vice:  The 
Internet  is  a  good  thing  for  soc 
ety  and  attempts  at  censorship 
will  be  a  disaster.  At 
the  least,  it  would 
skyrocket  costs. 
Years  ago  I  worked 
in  Saudi  Arabia, 
where  magazines 
were  censored  to  re- 
move revealing  pic- 
tures and  offensive 
statements.  The  re- 
sult was  a  Life  mag- 
azine that  cost  $10 
with  25%  of  the 
pages  cut  or  marked  out. 
WILLIAM  P.  ALEXANDER 
wpalexa@anet-stl.com 

Hackers  Raise  Hackles 

In  your  recent  article  on  hack- 
ers and  corporate  security 
("Hack  Attack,"  June  3),  as  well 
as  in  other  similar  stories,  I  see 
little  if  any  mention  of  female 
hackers  or  crackers.  Some  pos- 
sible reasons:  (1)  Women  are 
dumber  than  men  (they  can't 
figure  out  how  to  do  it);  (2) 
Women  are  smarter  than  men 
(they  have  better  things  to  do 
with  their  time);  (3)  Women  are 
less  likely  to  engage  in  criminal 
behavior;  (4)  Women  just 
haven't  had  the  opportunity  or 
training,  and  they'll  catch  up 
soon;  (5)  Men  are  from  cyber- 
space, women  are  from  Earth. 
Anyone  care  to  attempt  an 
answer? 

LAURA  PEEBLES 
Lhpeebles@aol.com 

Number  two. — Eds. 


You  have  a  great  publication. 
I've  been  a  loyal  Forbes  sub- 
scriber for  nearly  1 5  years  and 
have  enjoyed  Forbes  ASAP.  Be- 
sides passing  along  the  compli- 
ment, I  wanted  to  pass  along 
a  request.  I  supervise  a  newly 
formed  squad  of  FBI  agents  here 
in  the  New 
York  office  that 
investigates 
computer 
crimes.  It 
would  be  great 
if  we  could  get 
1 5  to  20  copies 
of  the  June  is- 
sue of  Forbes 
ASAP  for  the 
squad  and  other 
interested  par- 
ties here  at  the  FBI  office. 
EDWARD  M.  STROZ 
Supervisory  Special  Agent 
estroz@interramp.com 

"Hack  Attack"  has  probably 
caused  a  few  hundred  emer- 
gency meetings  to  be  called. 
JAMESON  CAMPMGNE 
72557.3635@compuserve.com 

My  compliments  go  out  to  you 
and  your  staff  for  an  excellent 
issue,  and  a  great  magazine  in 
general.  I  will  be  forever 
remembered  by  my  friends  and 
associates  as  "The  Martini 
Consultant.'' 

MATTHEW  G.  HARRIGAN 

(former  hacker) 

CIO,  MicroCosm  Computer 

Resources 

matth@mcr.com 

I  can't  believe  you  let  Gary 
Poole  rent  a  hotel  room  and 
conduct  "research"  with  a  bunch 
of  self-important  "hackers"! 
They  swindled  your  guy  but 
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of  America's  top  writers  and  think* 
I  the  Digital  Revolution.  From  Tom  Wolfe  to  Mark 
pfux,  Tom  Brokaw  to  Camille  Paglia,  Stephen 
n'brose  to  Michael  Kinsley,  Joe  Queenan  to  Richard 
gkey,  you  won't  want  to  miss  a  page  of  this  issue. 

:i  sneak  preview,  go  to  www.forbesasap.com 


good.  Half  the  undemonstrated 
anecdotes  are  famous  Net  lore. 
Those  stories  have  been  floating 
around  for  years,  and  here  they 
are  again  as  new  information. 
Why  didn't  your  reporter  spend 
$2K  and  tap  some  phone  calls 
automatically?  Why  didn't  you 
have  these  cyberstuds  blow  up  a 
computer  to  demonstrate  the 
power  of  the  "$300"  weapon? 
Jeez,  you  guys  are  so  gullible. 
I'm  not  saying  these  things  can't 
be  done.  But  the  really  impor- 
tant computer  spy  stuff  that's 
going  to  happen  will  be  much 
more  subtle  than  all  that.  The 
real,  everyday  risks  are  much 
less  exciting,  and  much  more 
important. 
JIM  YOULL 

jim@newmediagroup.com 

Gary  Poole's  response: 
Jim,  Jim,  Jim.  Are  you  trying  to 
get  me  killed?  Or  thrown  in  jail? 
Or  both?  "Demonstrate  the  power" 
of  the  $300  HERF  (high  energy 
radio  frequency)  gun!  I  don't  want 
to  be  anywhere  near  the  dam  thing 
if  it  can  send  an  electro-pulse 
through  my  body  and  do  weird 
things  to  my  innards.  (I  am  think- 
ing about  having  kids.) 

As  for  bagging  the  entire  hacker 
roundtable  and  spending  $2,000  to 
tap  phone  calls,  well,  Fm  not  anx- 
ious to  do  any  more  jail  time.  You 
are  right:  A  lot  of  this  is  Net  lore. 
But  our  distinguished  panel  created 
the  lore  (for  example,  "The  Garage 
Door  Revolt")  or  witnessed  the  acts 
firsthand. 

As  for  your  last  point,  yes.  That's 
why  you  must  read  Jeffrey  Youngs 
"Spies  Like  Us"  in  the  same  June  1 
issue  o/Torbes  ASAP. 

Darn  Site  Better 

David  Strom's  article  ("Your 
Web  Page:  Get  What  You  Paid 
For,"  April  8)  seems  to  me  to 
plant  the  cart  of  Web  site  effec- 
tiveness squarely  in  front  of  the 
horse.  It's  back  in  the  planning 
stage  of  a  Web  site  project  that 
you  can  do  the  most  to  ensure 
that  the  site  will  pay  off.  The 
fust  step  is  to  set  specific  objec- 
tives. Without  a  clear  objective 
you  could  be  doing  no  more 
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There's  a  lot  to  consider  when 
you  start  building  a  network 
that  delivers  high  speed  and 
bandwidth.  But  who  can  offer 
the  best  solutions  to  handle 
applications  like  e-mail,  inter- 
active video  and  imaging? 
Simply  put,  who  can  you  trust  to 
take  you  where  you  want  to  go? 


IF  YOU'RE  HEADING 
)  V  FOR  AN  ATM 


MAKE  SURE 
YOU'RE  ON  THE 


know  partnering  with  IBM®  will 
keep  you  on  the  right  track.  Only 
^  JTlBM  has  end-to-end  solutions 
that  include  NICs,  hubs,  bridges, 


nd  WAN  switches  and 
routers.  Add  Anixter's  technical 
expertise  in  SNA  and  multi- 
protocol environments  and  you'll 


.  nave  answers  mat  won  i  come 
up  short.  For  an  ATM  solution 
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don't  make 
your  mother 
wait  for  Oracle's 

Internet  box 
to  free  her  from 
Wintel 
frustration- 
just  buy  your 
mom  a  Mac. 


Letters,  cont'd 


than  putting  .1  high  gloss  on  a 
garbage  can.  ( rood  site  design 
and  good  page  design  should 
serve  business  objectives.  That's 
how  you  get  effective  sites. 
WALLY  BOCK 
wbock@bockinfo.com 
http://wwtv.bockinfo.com 

Off  the  Wal-Mart 

So  Wal-Mart  has  discovered, 
with  the  help  of  millions  [of  dol- 
lars'] worth  of  software,  that 
people  who  buy  Huggies  On 
I  hursdays  buy  more  items  than 
people  who  buy  beer,  leading  to 
a  decision  to  cut  the  price  of 
I  luggies  on  Thursdays  ("2 1  st- 
( lentury  Data,"  "Setting  Lip  Is 
I  lard  to  Do,"  April  S).  I  have 
a  question:  Has  this  actually 
attracted  more  Huggies  shop- 
pers? If  not,  they've  just  very 
scientifically  cut  their  own  rev- 
enue! It's  critical  hut  often  for- 
gotten that  "database  market- 
ing" has  limitations,  as  does  the 
technology  that  supports  it. 
Marketing  is  all  about  creating 
toniorrow?s  customer,  not 
analysing  the  hejesus  out  of 
yesterday's. 

What  these  companies  realiy 
need  (and  stria:  !,  profitab  e 
companies  have  in  abut 
forward  -looking  vision,  1 
more  powerful  and  extrt 


expensive  rearview  mirror.  Wal- 
Mart  was  better  off  when  Sam 
Walton  was  driving  around, 
visiting  his  stores  in  his  beat-up 
pickup  truck  for  one  reason — he 
knew  how  to  influence  con- 
sumer behavior.  Which'is  quite 
different  from  knowing  how  to 
analyze  it. 
CHRIS  SELLAND 
75740.3022@compuserve.com 

Samurai,  Your  Momma! 

Oracle's  CEO  ("Larry  Ellison: 
Samurai  Interview,"  April  8) 
says,  "My  mom  has  to  go  out 
and  install  Windows  95  and 
resolve  the  conflict  between 
different  protocols  and  cards — 
and  for  what?"  But  Mr.  Ellison, 
don't  make  your  mother  wait 
for  Oracle's  Internet  box  to  free 
her  from  Wintel  frustration — 
just  buy  your  mom  a  Mac. 
TEH-HAN  P.  CHOW 
chow  tp@t-bird.edu 

Online  Service  vs.  ISPs 

In  your  editor's  letter  in  the 
June  3  Forbes  ASAP  ("Bad  Moon 
Rising"),  you  mentioned  that  a 
colleague  said,  "Only  stupid 
people  surf  the  Web  through  an 
online  service."  I  can  agree  with 
him  in  part,  but  a  better  descrip- 
tion of  these  people  is  inexperi- 
enced, not  stupid. 

The  online  service  providers 
offer  resources  and  security 
screening  that  one  can't  get  on 
the  Internet.  When  I  download 
a  program  from  a  service  such  as 
the  one  I  subscribe  to  (America 
Online),  I  know  that  I  am  rela- 
tively safe  from  introducing  a 
virus  into  my  computer.  When  I 
send  e-mail,  I  know  that  no  one 
can  read  it  except  the  person  I 
send  it  to.  It  is  a  lot  easier  for 
me  at  times  to  download  system 
upgrades  from  the  service  than 
it  is  from  the  Net,  and  again,  I 
know  that  no  one  has  tampered 
with  the  files — something  that 
one  should  always  be  suspicious 
of  when  downloading  from  the 
Internet. 

On  the  other  hand,  with  my 
local  Internet  service  provider, 
Internet  Connection  (id),  ac- 

s  rig  the  Web  is  a  breeze  and 


many,  many  times  faster  than 
through  the  service  provider.  I 
always  get  a  "good"  node  for  an 
excellent  connection.  It  is  also 
far  less  expensive,  as  I  am  not 
paying  for  "extra  hours."  I  bis  is 
important,  as  one  tile  I  down- 
loaded directly  off  the  Web 
took  roughly  an  hour,  but 
through  the  sen  ice  took  over 
12  hours!  Through  my  ISP,  I 
was  even  able  to  access  my 
online  service  when  I  couldn't 
get  through  on  the  service's 
own  communication  system! 

Bottom  line:  Each  has  its 
strengths  and  weaknesses. 
Used  together,  they  comple- 
ment each  other  very  well.  You 
can't  cut  wood  with  a  hammer, 
and  you  can't  pound  nails  with  a 
saw.  But  use  them  properly  to- 
gether, and  you  can  build  a  city. 
BILL  RICHARDS 
Virtual  Concepts  Design 
wdr@virtcon.com 

Fund-ups-manship 

Mo  Schumpeter  ("The  Un- 
known Entrepreneur:  Step  2: 
Funding  Up,"  June  3)  may  have 
set  out  to  get  his  additional 
funding  legally,  but  he  didn't 
succeed.  State  and  federal  secu- 
rities laws  prohibit  anyone  sell- 
ing securities  from  misstating 
any  material  fact  or  omitting  to 
state  any  material  fact  necessary 
to  make  the  statements  not  mis- 
leading. 

When  your  entrepreneur  de- 
liberately created  a  false  impres- 
sion about  the  status  of  his  busi- 
ness by  displaying  borrowed 
PCs,  a  demo  phone  system  and  a 
dozen  unemployed  people  in  his 
office,  he  violated  these  laws 
and,  among  other  things,  made 
himself  personally  liable  to  re- 
turn his  investors'  money  if  his 
business  fails.  Maybe  it  wasn't  a 
good  idea  for  him  to  hire 
lawyers  who  would  represent 
him  for  $800  worth  of  stock  in 
his  company. 
WAYNE  TAYLOR 
waynetl8@aol.com 

Let's  see. ..your  parent  publi- 
cation, Forbes,  delights  in  un- 
covering investment  swindles, 


while  ASAP  provides  a  positive 
forum  tor  an  entrepreneur  cum 
correspondent  to  blatantly  tout 
bis  startup's  misrepresenta- 
tions to  investors.  "I  feel  sort 
of  bad  about  the  subterfuge, 
but  what  the  heck"  indeed! 
Shades  of  the  salad  oil  scandal 
and  ZZZZ  Best!  No  wonder 
Mo  chooses  to  keep  his  real 
identity  a  secret. 
MARDI MARGOWSKY 
7 1 754.2 1 66@compuserve.com 

Wayne,  Mardi,  must  we  really 
place  a  flashing  SATIRE  sign  over 
the  colimm? — Eds. 

Showing  Up  All  Over 

In  introducing  his  new  "Life's 
Iron  Rule:  Stuff  doesn't  happen 
until  you  show  up,"  Tom  Peters 
("The  Peters  Principles:  All  You 
Need  to  Know,"  June  3)  quotes 
Woody  Allen  as  saying  that 
"90%  of  life  is  showing  up." 
In  my  mind,  the  rule  is  further 
supported,  at  least  indirectly,  by 
the  effectiveness  of  "manage- 
ment by  walking  around." 
RICHARD  T.  BOVERIE 
Great  Falls,  Va. 

ASAP  to  GenX:  Hello! 

I  have  read  two  issues  of  Forbes 
t.S'.tPand  am  knocked  out  by  it. 
It's  just  what  a  technology-  and 
future-conscious  Gen  Xer  needs. 
Keep  up  the  good  work,  ,4.S'.1P! 
RICHARD  HOOVER 
hoovenl@mindspring.com 
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STEP  3:  RAW  DEAL 

Negotiating  with  a  guy  named  Vinnie,  his  VC  "syndicate"  and 
their  sneaky  little  ratchet.  By  Mo  Schumpeter 


Okay,  if  you  remember,  I  was  just  about  to  raise  ven- 
ture capital  to  help  expand  our  product,  the 
WebProfiler,  from  prototype  to  industrial- 
strength,  stronger-than-dirt,  commercial  worthi- 
ness. I  have  high  hopes  for  the  WebProfiler.  It  automati- 
cally profiles  a  Web  surfer's  character  and  propensity  to 
buy  based  on  what  the  person  clicks  on,  how  often,  in  what 
order,  etc.  The  advertising  world — in  my  mind  a  bunch  of 
doodler  dropouts  who  couldn't  make  it  in  real  jobs  like 
marketing  and  investment  banking — is  about  to  get  stood 
on  its  head. 

That  said,  financing  the  product  development  was  easy 
(I  created  8  million  shares  of  common  stock  and  valued  the 
company  at  around  $4  million).  Dealing  with  VCs,  howev- 
er, had  some  funky  twists.  But  we  needed  the  money. 

We  ended  up  with  probably  15  VC  firms  coming  to  pay  a 
visit — which  was  14  too  many.  I  found  my  match  early,  but 
had  to  kiss  all  the  frogs  anyway.  My  match  was  a  B+  ven- 
ture firm  and  a  guy  named  Vinnie  in  particular,  who'd  had 
a  few  successes,  but  not  enough  to  create  "it's  my  way  or 
no  way"  thinking.  He  seemed  like  he  would  be  a  value- 
adder — whatever  the  hell  that  means — and  a  useful  board 
contributor. 

Being  risk  averse,  the  VCs  wanted  to  invest  together  and 
wound  up  creating  groups — in  a  sense  bringing  a  syndi- 
cate of  money  to  the  table.  I  suggested  to  three  such  syn- 
dicates that  they  were  finalists.  Then  I  invited  them  one 
afternoon  to  deliberately  overlapping  meetings,  so  they 
could  piss  on  fire  hydrants  and  do  that  great  territorial 
dance.  Quire  fun. 

1  implied  as  loudly  as  I  could  that  $2  per  share  was  the 
right  price.  S  ugh,  all  brought  term  sheets,  outlin- 
ing all  these  -  as  (to  them)  terms,  from  price  to  liq- 
uidation prei  i  iidilution  provisions,  to  redemp- 
tion, to  rights  isal,  to  board  seats.  We  played  all 
ot  them  off  ea(  iing  a  miniauction,  and  I  was 
the  guy  yelling 

"Do  I  hear  t  (  re's  a  two,  let's  see  $2.50, 

sold  to  the  mail  .kbook!" 
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Okay,  so  I  got  hosed.  The  whole  damn  auction  back- 
fired. One  syndicate  was  not  real;  they  were  participating 
to  get  more  information  on  a  company  they  had  already  in- 
vested in,  one  of  our  distant  competitors.  But  I  still  had  two 
to  play  against  each  other.  Well,  these  guys  ain't  dumb.  The 
last  two  syndicates  formed  one  big  syndicate  of  three  VC 
firms  (they  threw  out  one  weaker  sister),  and  since  they  were 
the  only  ones  left  at  the  table,  they  bullied  terms  and  gave 
me  a  take-it-or-leave-it,  drop-dead  offer  that  would  expire 
in  72  hours.  Vinnie  called  me  at  home  and  told  me  it  was 
a  win-win  deal.  Like  a  wuss,  I  caved. 

I  caved  in  on  valuation,  but  not  too  badly.  I  figured  it 
would  be  win-win  all  around,  and  we  ended  up  selling  off 
no  more  than  30%  of  the  equity  (in  this  Series  B  round  any- 
way, at  $1  per  share).  Sure  the  ask  was  $2,  but  I'm  not  sell- 
ing off  the  whole  company,  just  30%,  so  I  figured  I  could 
be  a  little  less  sensitive.  I  got  a  few  concessions,  only  one 
demand  registration  and  eight-year  instead  of  five-year  re- 
demption privileges.  Aren't  you  proud  of  me? 

I  did  give  in  to  two  VC  board  seats,  with  two  going  to 
company  folks  (me  and  my  COO)  and  one  outsider  to  be  mu- 
tually agreed  upon.  There  were  two  things  I  refused  to  give 
in  on  but  of  course  did,  because  I'm  not  sure  I  understood 
their  implications:  first,  their  request  to  vest  our  common 
stock,  which  is  too  ugly  to  even  comment  on;  and  second, 
their  demand  for  full  antidilution  privileges — also  known 
as  a  ratchet.  If  a  subsequent  financing  is  done  below  $1,  the 
Series  B,  as  the  name  "ratchet"  implies,  starts  creating  new 
stock  so  there  is  no  dilution.  No  dilution  to  the  Series  B; 
tons  of  dilution  to  our  common  stock. 

These  guys  must  have  had  something  in  mind,  because 
they  insisted  and  insisted  until  they  got  common  vesting 
and  a  ratchet.  Next  time,  I'll  tell  you  just  what  their  devi- 
ous minds  were  up  to.  For  now,  I  have  a  real  board  of  di- 
rectors, enough  money  to  last  six  months,  10  going  on  25 
employees,  a  $12  million-plus  value  on  paper  and  a  real 
chance  for  a  gold  mine. 

As  Jackie  Gleason  said,  "And  away  we  go..."  ■ 

The  unknown  entrepreneur  is  a  fanner  investment  banker  Z'ho  does  hum  all  the  tricks. 
Not  ivantwg  to  lose  his  seat  at  the  table,  he  chooses  to  keep  his  real  identity  a  secret. 


INTRODUCING 
CONFIGURABLE 
NETWORK  COMPUTING. 


NOW  YOU  CAN  GET 
BACK  TO  RUNNING 
YOUR  BUSINESS. 


INSTEAD  OF 
YOUR  SOFTWARE. 


JDEdwards 


SOFTWARE  FOR 
A  CHANGING  WORLD  'M 


J.D.  Edwards  is  proud  to  introduce  a  remarkable  new  software  architecture  called 
Configurable  Network  Computing,"*  or  CNC.  Available  only  in  our  OneWorld'"  enterprise- 
wide  software,  CNC  masks  the  complexities  found  in  client/server  systems,  so  you  can 
focus  on  more  important  matters,  like  managing  your  business.  Now  you  can  dynamically 
configure  and  reconfigure  everything  from  workflow  to  business  objects  to  data  warehouses  to 
the  graphical  user  interface.  Wi  thout  writing  a  single  line  of  code.  Best  of  all,  OneWorld  with  CNC 
will  work  with  UNIX,  Windows  NT,  OS/400,  and  MVS,  as  well  as  the  leading  SQL  databases. 
And  it's  only  from  J.D.  Edwards,  a  leader  in  business  solutions,  with  almost  4,000  customers  in 
more  than  90  countries.  For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


©  1996  J.D.  Edwards  is  a  registered  trademark  of  J.D.  Edwards  &  Company.  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J.D.  Edwards  World  Source 


{  IT  Overview  } 


Pentium®  Pro  processor-based 
systems,  Windows*  NT,  and 
the  right  desktop  manageability 
tools  can  save  you  money  on 
support  and  maintenance. 


L2  cache  brings  most 
frequently  used  data 
closer  to  the  processor  unit. 


Power,  power, 
and  more  power. 


TRUE  MULTITASKING. 
Not  only  fast,  but 
capable  of  doing  many 
things  at  once. 


OPTIMIZED 
32-BIT 
PERFORMANCE. 


Pentium*  processor  166  MHz 
Pentium  processor  200  MHz 
Pentium"  Pro  processor  1 80  MHz 
Pentium  Pro  processor  200  MHz 


5.5  Million  Transistors 
(Go  ahead,  count  em.) 
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Benchmarks 


Systems  loaded  with 
the  latest  tools,  like  Intel's 
LANDesk®  Management 
Suite,  give  you  increased 
manageability. 


Pentium  Pro  processor 
helps  build  a  stronger, 
healthier  Intranet. 
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Faster  Web  searches 
powered  by  Open  Text* 

and  Pentium  Pro 
processor-based  systems. 
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The  Pentium8  Pro  processi 


{  Executive  Summary  } 


Combined  with  Windows  NT  and  desktop 
manageability  tools,  the  Pentium®  Pro  processor 
(notice  the  "PRO")  can  save  you  money. 

Just  ask  IT. 


3st  of  ownership  diagram. 


The  Computer  Inside: 


The  Value  Chain 


A  STIRRUP  IN  TIME 

History  teaches  us  that  minor  technological  advances  often  have 
the  most  profound  impact  on  the  future.  By  William  Davidow 


Medieval  history  can  teach  us  a  great  deal  about 
the  information  age.  One  important  lesson  is  that 
some  technological  advances,  which  at  first  might 
appear  to  have  only  minor  importance,  can  have 
great  social  implications.  The  invention  of  the  stirrup,  for 
example,  revolutionized  medieval  warfare.  But  it  also  initi- 
ated a  sequence  of  events  that  led  to  the  development  of 
feudalism  in  medieval  society. 

Before  the  development  of  the  stirrup,  a  rider's  balance 
was  precarious,  particularly  in  battle.  Attempts  to  strike  a 
blow  at  a  foot  soldier  often  ended  with  the  rider  on  the  ground 
and  the  soldier  in  control.  The  stirrup  provided  the  lateral 
support  and  leverage  a  rider  needed  to  harness  the  power 
of  the  horse  while  he  delivered  a  blow  with  his  sword. 

These  advantages  became  obvious  at  the  great  battle  at 
Poitiers  in  the  eighth  century.  Charles  Martel,  the  leader  of 
the  Germanic  Franks,  confronted  the  invading  Arabs,  who 
many  historians  believe  were  equipped  with  stirrups.  Al- 
though they  fought  on  foot,  the  Franks  won.  But  the  obvi- 
ous advantage  of  mounted  troops — particularly  when  it  came 
to  pursuing  the  fleeing  invaders — led  Martel  to  order  his 
men  to  get  horses,  stirrups  and  armor. 

As  is  often  the  case,  this  technological  advance  triggered 
events  and  secondary  effects  that  could  not  have  been  an- 
ticipated at  the  time.  (Who  could  have  foreseen  the  effects 
the  steam  engine  or  automobile  would  have  on  society?)  Of- 
ten these  secondary  effects  turn  out  to  be  even  more  dra- 
matic and  of  greater  importance  than  the  primary  develop- 
ment. This  was  certainly  the  case  with  the  stirrup.  Respected 
historians  like  Lynn  White  Jr.  believe  that  the  fundamen- 
tal structures  of  feudal  society  evolved  out  of  Martel's  de- 
cision to  use  the  stirrup. 

The  chain  of  e\  nt  something  like  this:  Since  the 

stirrup  gave  mounted  troops  the  advantage  in  war,  a  ruler 
had  to  have  these  n  Face  defeat.  Mounted  troops 

needed  horses,  horses  led  rodder  and  fodder  required 
land.  In  addition,  the  i.  ded  an  income  to  pay  for 

his  horses  and  equipmeri  1  managed  this  by  appro- 

priating land  from  the  k  .  granting  it  in  the  form 

of  estates  to  his  followers.  irn  agreed  to  serve  him 

as  mounted  warriors.  Faiiu  o  led  to  the  forfeiture 


of  one's  estate.  The  estate  owners,  for  their  part,  needed  la- 
bor and  used  the  peasant  population  to  work  the  land.  This 
led  to  the  complex  structures  of  feudalism  in  which  the  peas- 
ant owed  his  labor  to  the  estate  lord.  This  lord,  in  turn, 
owed  loyalty  and  military  service  to  the  lord  above  him. 

Development  of  the  heavy  plow  initiated  a  similar  set  of 
events  in  northern  Europe.  Before  its  introduction,  peas- 
ants independently  farmed  small,  square  plots  of  land.  Ef- 
ficient use  of  the  heavy  plow,  however,  required  large,  open 
fields  that  could  be  plowed  in  long  strips.  Because  heavy 
plows  were  expensive  and  required  large  teams  of  oxen,  peas- 
ants had  to  cooperate  by  providing  access  to  land,  loaning 
oxen  and  sharing  the  crops  in  proportion  to  their  contribu- 
tion. This  led  to  the  growth  of  powerful  village  councils  to 
settle  disputes  and  decide  how  the  lands  should  be  managed. 
The  result  was  the  manor  system. 

Medieval  technological  developments  affected  narrow 
areas  of  human  endeavor,  but  they  initiated  a  chain  of  events 
that  profoundly  changed  their  societies.  Information  tech- 
nology knows  no  such  bounds.  It  affects  almost  all  impor- 
tant areas  of  life  in  technologically  advanced  societies.  We 
should  therefore  expect  to  see  thousands  of  strings  of  events, 
many  of  which  will  have  dramatic  effects  on  society. 

For  example,  many  have  speculated  that  electronic  com- 
munities of  interest  will  eventually  displace  geographic  com- 
munities of  interest.  In  the  Industrial  Age,  large  cities 
formed,  based  on  shared  commercial  interests:  publishing 
and  finance  in  New  York,  steel  in  Pittsburgh  and  automo- 
biles in  Detroit.  In  the  future,  as  communities  of  interest 
are  geographically  dispersed,  cities  will  play  a  lesser  role 
in  our  society. 

Information  technology  has  already  loosened  the  ties  be- 
tween business  and  geography,  putting  many  multination- 
al corporations  beyond  the  control  of  governments.  In  some 
cases,  these  multinationals  have  become  governments  in 
their  own  right.  Some  people  have  grown  concerned  that 
these  corporations  are  now  finding  ways  to  escape  taxes,  en- 
vironmental regulations  and  labor  laws. 

History's  lesson,  then,  is  that  we  must  look  far  beyond 
the  immediate  impact  of  technology  if  we  hope  to  antici- 
pate what  far-reaching  consequences  it  will  have.  ■ 


NEW 

PROCOMM 
PLUS®* 


Some  people  are  more  connected 
than  others. 


They  cruise  the  Net.  They  download  files.  They  fax  on-line.  And  now  the  truly  connected  will  do  all  this  and  more  from  one  single  software 
program,  new  PROCOMM  PLUS"  3.0  for  Windows?  ^  New  to  the  world  is  our  Connection  Directory,  the  single  source  for  all  your  data,  fax,  voice 
numbers,  email,  Web,  Telnet,  FTP  and  news  entries.  Just  click  on  a  directory  entry  and  PROCOMM  PLUS  makes  the  connection.  ^  Whether  you 
are  just  getting  started  or  an  expert,  the  PROCOMM  PLUS  "Web  Zeppelin""  browser  is  the  new  way  to  cruise  the  World  Wide  Web.  Our  Internet  access 
automatically  helps  you  set  up  an  account  with  a  national  service  provider-or  connects  to  your  current  provider.  *v*  New  generation  fax  comes 
with  an  all  new  Fax  Manager,  OCR  and  annotation  tools.  [This  is  very  (ool)M  data  communications  includes  36  terminal 
emulations,  all  the  most  popular  file  transfer  protocols,  new  RIPscrip  emulation  and  a  QWK  Mail  editor  to  manage  electronic  mail 
messages  off-line.  ^  New  PROCOMM  PLUS  3.0  connects  your  connections.  It's  that  simple.  So  call  us  at  1.800. W..936I 
or  check  us  out  at  www.datastorm.wm. 


VERY  CONNECTED' 
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internet  ■  Fax  •  Data 


The  biggest  names  in  cellular  telephones  rely 
on  our  components  because  of  our  reputation 
for  getting  system  solutions  right  the  first  time, 
every  time.  Of  course,  the  fact  that  we  offer 
innovative  RF  solutions  and  full-speed  DSPs 
with  on-chip  flash  memory  doesn't  hurt,  either. 
And  we  can  play  in  any  wireless  standard  in  the 
world  -  from  GSM  and  PDC  to  CDMA  and  TDMA. 

We're  the  new  Microelectronics  Group  at 
Lucent  Technologies  (the  company  you  used  to 
know  as  AT&T  Microelectronics).To  find  out  how 
we  can  help  you  rise  above  and  beyond  your 
competition  in  the  high-stakes  world  of  high  tech, 
call  1-800-372-2447  (Ext.  942). 
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HOLY  MACRO 

Delegating  requires  a  sure  touch:  too  little  and  you  become 
a  figurehead,  too  much  and  you  squelch  creativity.  By  Bill  Walsh 


Here's  a  quick  litmus  test  of  your  mastery  of  the 
fine  art  of  delegation:  When  you  walk  into  a  meet- 
ing room  filled  with  people  who  work  for  you,  is 
there  a  change  in  the  atmosphere?  Do  you  feel  like 
the  regular  teacher  who  comes  back  after  a  substitute  has 
had  the  class  for  a  while?  If  so,  then  in  one  way  or  another, 
you're  doing  something  wrong. 

The  arguments  about  the  varying  virtues  of  micro-  and 
macromanagement  will  not  be  settled  here.  Each  style  has 
its  strengths,  and  every  situation  calls  for  a  particular  blend 
of  the  two.  But  the  dangers  of  failing  to  delegate  responsi- 
bilities successfully  are  well  known.  In  a  recent  book  about 
World  War  II,  Why  the  Allies  Won,  historian  Richard  Overy 
argues  against  the  conventional  wisdom  that  the  eventual 
Allied  victory  in  Europe  was  a  foregone  conclusion.  Overy 
contends,  instead,  that  in  the  early  1940s,  the  war  could 
have  gone  either  way. 

One  of  the  crucial  factors  that  tipped  the  balance  was  the 
capacity  of  Churchill  and  Roosevelt  to  trust  their  generals, 
in  contrast  to  Hitler's  disastrous  personal  determination  to 
direct  military  operations  hundreds,  even  thousands,  of  miles 
away.  Obviously,  there  were  many  other  reasons  the  Ger- 
mans lost.  With  a  leader  like  Hitler,  it's  hard  to  imagine 
victory  in  the  long  run,  even  though  the  Wehrmacht  was  a 
famously  effective  fighting  force.  But  the  increasing  inabil- 
ity of  the  high  command,  and  generals  in  the  field,  to  make 
independent  decisions  without  risking  their  careers  (and 
even  their  lives)  made  Germany's  defeat  inevitable  and  all 
the  more  decisive. 

Delegation  is  rarely  easy  for  a  committed  executive.  When 
the  ultimate  responsibility  for  the  success  or  failure  of  a 
company  or  a  division — or  a  sports  team — rests  with  you, 
the  idea  of  trusting  others  with  some  part  of  that  responsi- 
:an  :>  a  !  :si  of  nerves.  Ironically,  autonomy  may  be 
illj  im  i  rtant  at  the  lower  levels  of  the  command 
-  independent  thinking  can  bring  about  sig- 

improi  sments.  The  ability  of  any  assembly-line 
worker  t<  ...  or  suggest  a  better  way  to  do  some- 

| a panese  concept — has  revolutionized 
comakers  do  business.  Getting  lower- 
level    mj  m  believe  they  won't  be  blamed  for  an 


occasional  mistake  in  judgment,  or  unlucky  developments, 
demands  attentive  leadership.  The  trick  is  to  seem  like  you're 
not  paying  attention  when,  in  fact,  you're  involved  in  a  per- 
sonal way.  You  can't  delegate  yourself  out  from  under  the 
burden  of  total  awareness. 

At  the  upper  end  of  the  hierarchy,  delegation  comes  more 
naturally — after  all,  that's  why  you  promote  people  you  can 
trust  to  do  things  well  without  a  lot  of  baby-sitting.  Yet  it's 
also  at  the  upper  level  that  getting  delegation  right  demands 
more  subtlety.  As  a  leader  you  are  still  responsible  for  es- 
tablishing overall  systems  and  a  guiding  philosophy. 

If  you  delegate  these  jobs,  you  become  a  symbolic,  es- 
sentially ceremonial,  leader,  the  kind  with  too  much  time 
to  think  about  how  to  give  the  public  and  the  press  a  rosy 
picture.  You  become  too  comfortable,  letting  those  who 
work  for  you  handle  the  crises.  You  might  even  find  your- 
self making  lofty  speeches  about  "establishing  the  highest 
of  goals."  In  short,  you're  no  longer  a  true  leader.  One  of 
the  many  downsides  of  this  kind  of  abdication  is  that  with- 
out the  perks  of  leadership  those  you  trust  will  almost  in- 
evitably become  disenchanted  and  eventually  leave. 

Once  a  leader  establishes  standards,  top  lieutenants  have 
to  be  given  the  power  to  solve  problems  quickly  and  deci- 
sively. Successful  delegation  of  major  responsibilities  is  a 
sign  of  good  leadership.  It  requires  hiring  people  who  can 
handle  significant  roles  well,  and  letting  them  exercise  that 
power  independently  while  you  still  maintain  control.  This 
is  why  a  mood  change  when  you  enter  a  room  full  of  sub- 
ordinates signals  you've  still  got  a  way  to  go  in  creating  an 
organization  that  reflects  your  leadership  and  yet  is  one  in 
which  that  leadership  is  effectively  shared.  If,  for  instance, 
a  staff  doesn't  seem  fully  mobilized  until  the  boss  arrives, 
the  self-assurance  that  is  the  hallmark  of  a  well-led  compa- 
ny hasn't  percolated  down. 

Ultimately,  the  ability  to  delegate  effectively  depends  on 
the  ability  to  take  pleasure  in,  and  give  credit  for,  the  suc- 
cess of  those  you've  chosen  for  responsibility.  Jealousy  of 
subordinates  and  anxiety  over  their  upward  mobility  are  fa- 
tal flaws.  If  you're  not  ready  to  share  the  glory,  you're  not 
ready  to  delegate  power.  And  if  you're  not  ready  for  that, 
you're  not  yet  ready  for  prime  time.  ■ 
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Your  business  on  Windows  software. 


Your  business  on  Windows  software 
with  a  little  boost  from  IBM  Software. 


Data  warehousing 
Information  sharing 
Rajml  application  development 

Powerful  messaging 
Flexible  trtii&action  prorxssitig 
Easy  hint  communication 

mice  recognition 
Morr  complete  ilnin  access 


Fasten  your  seat  hells.  II  your  company  uses  Now,  rather  than  just  tweaking  desktop  produc- 

Windows* software,  you're  primed  and  ready  to  tivily,  you  can  propel  it  to  a  powerful  competitive 

take  business  to  a  higher  level.  IHM  has  a  range  advantage.  So  crank  up  the  opportunities  for 

of  software  to  help  you  leverage  existing  invest-  your  business  by  using  IBM  software,  and  give 

ments  and  lap  into  the  interconnected  world.  your  local  I BM  business  partner  a  call. 

For  information,  call  1 800  IBM -2468/  ext.  GA205,  or  visit  us  at  www.software.ibm.com/info/growbiz  T~f£"^f 


Solutions  for  .1  small  planet " 
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The  Big  Picture 


THE  BIG  UNEASY 

Nothing  upsets  stasis-loving  social  critics  more  than  new 
institutions  for  buying  and  selling.  By  Virginia  I.  Postrel 


For  the  past  several  years,  independent  bookstore 
owners  and  their  intellectual  friends  have  been  at- 
tacking Barnes  &  Noble,  Borders  and  other  super- 
stores that  sell  coffee  and  atmosphere  along  with 
1 00,000-plus  titles.  Critics  paint  dire  scenarios  of  monopo- 
lies stamping  out  diversity  and  quirkmess. 

"What  frightens  the  independents  most  [is]  that  de- 
creasing competition  in  the  bookselling  marketplace  neces- 
sarily results  in  decreasing  competition  in  the  marketplace 
of  ideas,"  wrote  Chris  Goodrich  in  The  Nation.  "Their  ul- 
timate concern  is  for  values." 

Nothing  upsets  stasis-loving  social  critics  more  than  new 
institutions  for  buying  and  selling,  institutions  that  are  often 
the  first  to  use  information  technology.  Just  about  every  in- 
novation that  makes  trade  easier,  especially  for  consumers, 
meets  resistance — often  in  the  name  of  values. 

When  credit  cards  were  new,  critics  tried  to  stop  them. 
Wright  Patman  was  among  the  cards'  most  powerful  and  vo- 
cal opponents.  A  determined  foe  of  shopping  innovation  dur- 
ing his  long  tenure  in  the  House  of  Representatives,  Patman 
had  also  attacked  chain  stores  in  the  1930s.  In  the  sixties,  he 
wanted  to  ban  credit  cards.  Americans,  numerous  critics  pre- 
dicted, would  become  addicts,  "credit  drunks"  unable  to  man- 
age their  financial  affairs.  And  the  introduction  of  credit  cards 
wasn't  pretty.  Banks  lost  millions  of  dollars  in  bad  loans. 
Theft  and  fraud  boomed.  It  took  years  of  experimentation 
before  the  banks  and  the  public  made  the  system  work 
smoothly — a  classic  example  of  how  truly  original  inventions 
require  a  startup  period  of  risk  and  imperfection. 

"Most  credit  card  veterans  now  view  the  late  1960s  as  a 
time  of  madness,  culminating  in  staggering  losses  to  the 
banks,  public  embarrassment  and  federal  legislation,"  writes 
Joseph  Nocera  in  A  Piece  of  the  Action,  a  fascinating  history 
of  credit  cards  and  mutual  funds.  "But  they  also  now  believe 
that  the  madness  was  necessary.  From  that  chaos  emerged 
the  electronic  credit-card  system  that  now  exists." 

If  values  are  real  (if  people  truly  "value"  them),  institu- 
tive to  serve  and  reinforce  them.  New  forms  of  thrift, 
"  half  of  Nocera's  story,  grew  alongside  credit  cards, 
values  independent  booksellers  celebrate:  di- 
::ry  voices,  pers<  >nal  service,  support  for  unknown 


authors.  Jeff  Bezos  is  delivering  those  values — and  just  about 
any  book  printed  in  English — via  the  Web.  His  two-year- 
old  Seattle-based  company,  Amazon.com,  is  the  world's 
largest  bookstore,  a  store  with  a  million  titles  and  no  in- 
ventory. "Amazon.com  cannot  exist  in  the  physical  world," 
says  Bezos,  a  32-year-old  former  hedge  fund  manager.  "No 
metropolitan  area  could  support  a  million-title  bookstore." 

When  a  customer  places  an  order  on  the  Amazon  Web 
page  (http://www.amazon.com),  the  site's  computer  checks 
with  several  large  distributors.  If  a  distributor  has  the  book, 
Amazon  ships  the  book  in  two  to  three  days.  If  not,  Ama- 
zon orders  by  phone  from  the  publisher — even  if  it's  so  small 
it  carries  only  a  single  title.  "From  the  customer's  point  of 
view,  it  doesn't  feel  any  different  ordering  a  hard-to-find  art 
book  than  ordering  Primary  Colors"  says  Leslie  Koch,  Ama- 
zon's vice-president  lor  marketing. 

Amazon  threatens  old-fashioned  bookstores — and  we  can 
expect  to  hear  them  squawk — but  it  furthers  their  professed 
values.  It's  great  for  tiny  presses  and  obscure  authors.  By 
tracking  customer  order  records,  Amazon  plans  to  offer  the 
sort  of  knowledgeable  recommendations  a  small-town  in- 
dependent bookseller  might  make  to  a  regular  patron,  but 
drawing  from  many  more  titles.  And  by  touting  its  com- 
prehensiveness, it's  agreeing  not  to  let  political  pressure  or 
slow  sales  stand  between  readers  and  their  books. 

The  information  technology  that  makes  all  this  possible 
includes  the  once-vilified  credit  card.  Without  credit  cards, 
electronic  commerce  would  be  all  but  impossible.  Online 
services  and  Internet  service  providers  would  have  to  run 
huge  billing  departments  just  to  collect  small  monthly  fees. 
Most  e-cash  schemes  build  on  the  knowledge  developed  in 
the  credit-card  business.  Also,  by  making  four-figure  pur- 
chases easier,  credit  cards  encouraged  the  spread  of  personal 
computers  in  the  first  place. 

Neither  the  critics  of  credit  cards  nor  their  defenders 
could  have  foreseen  such  ramifications.  The  stakes  are  rarely 
clear  when  people  like  Patman  go  after  new  technologies. 
Book  lovers — whether  they  shop  online,  in  superstores  or 
in  independents  that  have  spruced  up  to  compete — can  be 
grateful  that  Patman  had  so  little  success.  ■ 

Virginia  I.  Postrel  (lTos-Trel@nol.com)  is  the  editor  of  Reason  magazine. 


ASAP    August  26.  1996 


SOFTWARE  FOR 
HARD  CHOICES 


Online  stock  trading  via  personal  com- 
puter is  growing  apace  with  the  Internet. 
The  appeal  seems  obvious — facility  for 
fast  traders,  easy  access  to  real-time  in- 
formation, the  prospect  of  cheaper  bro- 
kerage fees.  But  wait!  The  online  com- 
puter stock-trading  systems  and  services 
offered  today  vary  greatly.  They  will  not 
necessarily  save  you  money.  Their  utili- 
ty depends  very  much  on  your  style  of 
playing  the  markets. 

Take  the  matter  of  cheaper  fees.  This 
turns  out  to  be  more  a  promise  than  a  re- 
ality. With  a  computer  link,  you  organize 
the  order  yourself,  type  it  up  in  a  standard 
format,  and  transmit  it  via  modem  to  the 
brokerage  for  execution.  In  other  words, 
you  do  all  the  work.  But  the  brokerage 
still  gets  a  commission.  The  question  is 
how  much. 

This  situation  will  not  last.  We  are  in 
a  period  of  transition  that  will  gradually 
lead  to  a  horrific  price  war  between  dis- 
count brokerages.  As  a  computerized  trad- 
er, you  save  the  brokerage  house  a  lot  of 
work  and  a  lot  of  overhead.  A  discount 
brokerage  that  primarily  serves  online  and 
Touch-Tone  telephone  traders  can  get 
by  with  minimum  expense. 

These  technologically  advanced  bro- 
kers (E*Trade  Securities  of  Palo  Alto, 
Calif.,  is  the  pioneer  and  the  prototype) 
have  a  lot  of  latitude  to  deeply  discount 
their  trading  commissions,  and  they  are 
certainly  using  it.  Already,  ETrade's 
commissions  typically  halve  those  of  the 
name  discount  brokerages. 

But  the  advantages  of  downwardly 
mobile  fees  for  personal-computer-based 
online  stock  transactions  don't  necessar- 
ily benefit  every  kind  of  stock  player. 

Mainly,  the  traders — not  the  longer- 
term  investors— are  favored  in  online 
brokerage  price  wars.  Traders  worry 
about  commissions  because  they  trade  a 
lot,  and  they  worry  that  commissions 
might,  to  use  their  term,  "eat  tbem  up." 
Lightning-fast  trade  executions,  real-time 
quotes,  margin  leverage  and  complex  op- 


tion plays  are  part  of  the  landscape  for 
computerized  traders. 

On  the  other  hand,  what  if  you  are  an 
investor?  That  is,  what  if  you  tend  to  buy 
and  hold  securities,  or  carefully  add  to 
your  positions  over  time,  or  only  occa- 
sionally sell  to  lock  up  a  profit?  Then  the 
price  advantages  of  online  trading  are  not 
much  of  an  incentive.  In  fact,  if  you  find 
yourself  fixated  by  the  commission  sched- 
ules of  the  deep  discounters,  it  may  be  a 
psychological  signal  that  you  have  started 
to  trade  too  much. 

But  there  are  other  advantages  to  on- 
line trading.  If  you  are  a  long-term  in- 
vestor, it  still  makes  sense  to  use  the  pow- 
er of  your  computer,  but  for  investors  the 
reason  is  not  price.  Rather,  it  is  superior 
information  in  the  form  of  helpful  soft- 
ware and  access  to  financial  services  that 
up-market  discount  brokers  make  avail- 
able to  you  at  the  touch  of  a  button.  The 
beauty  of  software  that  links  you  to  your 


broker  is  that  it  tells  you  exactly  how  you 
are  doing  from  day  to  day. 

This  is  information  y  ou  cannot  easily 
guess  from  a  brokerage  statement.  Many 
investors  scrutinize  their  portfolios  only 
once  a  year  when  they  do  their  taxes,  or 
on  special  occasions  such  as  big  market 
rallies  or  crashes.  Brokerage  software 
gives  you  an  immediate  and  effortless 
reading  of  the  value  of  your  portfolio  po- 
sitions anytime  you  care  to  turn  on  the 
computer  and  take  a  look. 

A  few  discount  brokerages  have  now 
produced  exceptionally  fine  software,  fol- 
lowing the  leadership  and  example  set  by 
Charles  Schwab.  Schwab  is  not  a  deep  dis- 
count brokerage;  its  commissions  are  just 
a  comfortable  notch  below  those  of  the 
full-service  houses.  But  Schwab's  soft- 
ware, StreetSmart,  is  excellent.  It  repre- 
sents the  latest  in  a  long  line  of  software 
products  developed  by  the  brokerage 
house,  beginning  in  the  mid-1980s,  for 
computerized  investors. 

Many  brokerages  are  offering  online 
investing  with  some  reluctance.  Perhaps 
that  is  because  the  software  seems  to  put 
a  barrier  between  the  broker  and  the  cus- 
tomer, and  because  at  bottom,  no  broker 
is  very  enthusiastic  about  automating  his 
or  her  job.  But  Schwab's  software  devel- 
opers have  been  writing  programs  for 
computerized  investors  from  the 
beginning.  It  has  already  made  the  in- 
evitable mistakes,  swatted  the  inevitable 
bugs — and  kept  coming.  It  hit  a  home 
run  with  StreetSmart,  the  first  broker- 
age package  to  really  take  advantage  of 
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Tops  for  Traders,  but  not  necessarily  preferred  by  long-term  investors,  Accutrade 
is  considered  among  the  best  of  a  new  generation  of  securities  programs  for  PCs. 
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Buys  or  seiis  can  be  triggered  if  the  price 
approaches,  touches  or  drops  through  a 
specified  threshold.  Trades  also  can  be 
programmed  based  on  market  events. 


the  graphical  power  of  W  indows. 

To  see  why  you  need  it,  take  a  look  at 
your  last  monthly  statement  from  your 
current  broker.  See  if  you  can  find  a  num- 
ber that  tells  you  how  much  money  you 
have  made  or  lost  on  a  specific  position, 
sav  IBM.  Chances  are,  the  number  simply 
is  not  there. 

Most  paper  brokerage  statements  just 
give  vou  a  point  reading  on  the  value  of 
your  stocks  at  the  end  of  each  month.  To 
find  out  how  you  are  doing,  you  need  to 
calculate  the  change  in  value  since  you 
bought  the  stock  Simple  arithmetic  once 
you  dig  out  the  record,  but  it's  even  sim- 
pler— and  much  faster — when  you  use  a 
computer. 

You  could  do  these  calculations  in  a 
spreadsheet  or  use  a  portfolio  manage- 
ment program  module  like  the  popular 
one  in  Quicken.  But  if  you  transfer  the 
numbers  straight  from  your  broker's 
computer  to  your  own.  you'll  know  your 
records  agree.  You  won't  have  to  key  in 
pesky  extra  dollars  for  commission  costs 
and  fees.  It  is  a  good  way  to  do  business, 
and  it's  the  most  direct  way  to  keep  track 
of  your  investments. 

StreetSmart  has  been  in  use  long 
enough  that  other  brokerages'  develop- 
ers have  had  a  chance  to  study  it.  copy 
from  it  and  improve  on  it.  One  of  the  best 
of  the  new  generation  of  software  is  Accu- 
trade  for  Windows,  although  it  is  defi- 
nitely a  trader's  program  (investors,  after 
all,  probably  would  be  happier  with  main- 
stream software  like  StreetSmart  or 
Muriel  Siebert  s  new  Siebert  Online  for 
W  indows).  Let's  take  a  closer  look  at 
Accutrade,  however,  because  at  the  mo- 
ment it  is  the  high-water  mark  for  this 
technology. 

Like  all  brokerage  software,  it  has  a 
basic  transaction  form.  You  fill  it  out  on 
screen  at  your  leisure,  and  when  vou  are 
satisfied  with  its  accuracy,  you  transmit  it 
via  modem  to  Accutrade.  where  it  is  elec- 
tronically roi-warded  to  the  market.  You 
can!  the  current  market  price, 

or  •  der  contingent  on  a  slight- 


You  can  scroll  to  choose  current  mar- 
ket orders  and  limit  orders.  The  "or 
better"  is  a  checkoff  item.  Buys  or  sells 
can  be  triggered  if  the  price  of  your 
security"  approaches,  touches  or  even 
drops  through  a  specified  threshold  price 
level — the  transaction  will  be  made  fol- 
lowing vour  instruction  exactly.  The  form 
is  easy  to  use. 

Accutrade  is  unusual  in  that  it  actual- 
ly enables  individual  traders  to  program 
trades,  although  the  term  has  a  somewhat 
special  meaning  in  Accutrade's  context. 
Real  program  trading  uses  computers  to 
shift  colossal  sums  of  money  through  the 
markets  in  order  to  quickly  capture  mere- 
ly large  sums  of  money. 

This  program  doesn't  do  that.  YNTiat 
it  does  is  automate  buying  and  selling  so 
that  when  certain  events  occur  in  the  mar- 
ket (say.  the  Dow  crests  6.000  and  is  head- 
ed higher),  the  program  will  automati- 
cally purchase  or  sell  stocks,  bonds  or 
options  in  your  account.  Once  you  have 
entered  these  complex  orders,  the  execu- 
tion can  happen  anytime — you  don't  even 
have  to  be  watching  the  computer. 

Another  Accutrade  advantage:  Whether 
you  use  contingent  or  direct  orders,  you 
are  not  limited  to  buying  or  selling  a 
single  security".  The  software  enables  you 
to  create,  buy.  sell  and  graph  the  perfor- 
mance of  baskets  of  multiple  securities. 
This  is  a  truly  helpful  feature.  For  a  tech- 
nology stock  basket,  for  example,  you 
might  use  Hewlett-Packard.  Intel.  Mi- 
crosoft. Oracle.  Texas  Instruments  and  a 
handful  of  others. 

A  basket  of  just  10  stocks  can  produce 


a  good  proxy  for  a  major  index  (in  this 
case,  the  Pacific  Stock  Exchange's  wide- 
ly followed  technology  index).  Traders 
use  baskets  of  securities  in  complex  strate- 
gies that  involve  balancing  index  options 
against  the  underlying  stocks.  However, 
baskets  can  also  be  handy  in  obvious, 
bluntly  simple  strategies,  like  bailing  out 
of  a  whole  sector  when  the  market  sours 
on  it,  or  piling  into  a  newly  hot  sector. 
With  Accutrade's  baskets,  you  can  ac- 
complish multiple  trades  with  a  single  in- 
struction. This  deserves  a  bravo! 

In  another  module,  the  Accutrade 
program  organizes  your  taxes  for  you. 
Taxes  on  active  trades  can  be  woefully 
complex,  but  if  capital  gains  and  losses 
are  kept  in  view  as  trading  progresses, 
transactions  can  be  manipulated  to  min- 
imize the  tax  bite.  The  program  main- 
tains an  IRS  Schedule  D. 

Another  is  quotes.  Accutrade  down- 
loads to  your  computer  specific  quotes 
and  whole  lists  of  quotes  on  stocks,  op- 
tions, mutual  funds  and  listed  bonds  that 
interest  you.  The  incoming  quotes  also 
update  your  portfolio  reports. 

Finally,  the  system  provides,  at  addi- 
tional cost,  access  to  a  number  of  online 
financial  information  services,  including 
Ford  Research  Data  (for  fundamental  data 
on  earnings  history,  balance  sheets  and 
financial  statements):  Reuters  Money 
Xetwork  (for  news  and  commentary);  and 
Telescan  Investment  Platform  (for  its 
whole-earth  catalog  of  charting,  news  and 
stock-screening  services). 

If  you  are  a  trader,  this  program  is  for 
you.  If  you  are  an  investor,  it  would  be 
wise  to  preview  Accutrade's  demo  disk.  It 
is  a  great  sampler  of  the  remarkable  range 
of  services  now  provided  by  the  current 
generation  of  brokerage  software.  ■ 

Michael  Gianturco  is  president  of  Princeton  Portfolios,  an 
asset  management  frrm  specializing  in  science  and  technol- 
ogy. He  is  author  ofThe  .Market  That  Beats  the  Market 
(Little.  Bro^n.  1995).  Sample  at  bttp.) '/pathfinder 
.com/tzep/library/Business/y  larket_Tbat_Beats_Cat.  html. 
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ders,  express; 


These  are  called  limit  Or- 
el verbally  as,  for  example, 
;  S20  or  better." 


ONLINE     TRADING  ACCESS 


800-598-2629  Accutrade 
800-334-4455    Charles  Schwab 
800-786-2573    E'Trade  Securities 
800-544-0246    Fidelity  Brokerage  Services 
800-753-1  700   J  a  c  k  W  h  i  t  e  &  C  o  m  p  a  n  y 
800-688-6896    Lombard  Institutional 

800-872-071  1    Muriel  Siebert 
800-825-5723    pc  Financial  Network 
80  0  -83  7-72  2  0    Quick  &  Reilly 
800-638-5660    T.  Rowe  Price  Discount  Brokerage 
Also,  check  out  http://www.usefulware.com/ 
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Mergers.  Acquisitions.  Reengineering.  It's  all  part  of 
doing  business  today.  Thai's  win  the  software  you  choose 
is  important.  Make  sure  it  will  help  you  adapt  to  change, 
not  stand  in  your  way. 

Sonic  software  is  not  designed  for  change.  Its  rigid 
structure  can't  be  adjusted  easily.  Then  there's  PeopleSoft. 
PeopleSoft  believes  change  is  not  only  inevitable,  but  can 
also  be  an  opportunity.  That's  \\h\  PeopleSoft  designed  its 
software  to  accommodate  change  quickly  and  easily. 

Only  PeopleSoft  offers  PeoplcTools.  With  these  unique 
software  tools,  modifying  or  reorganizing  is  just  a  matter  of 
pointing  and  clicking.  Change  is  easj  because  People  Pools 


eliminate  the  need  for  detailed  programming,  armies  of  out- 
side experts,  or  vast  technical  knowledge.  All  of  w  hich  reduce 
your  implementation  and  long-term  maintenance  costs. 

.And.  unlike  some  software.  PeopleSoft  is  portable,  so 
you  can  change  your  database  or  hardware  at  am  time. 

If  you  believe  in  embracing  change  rather  than 
avoiding  it.  perhaps  PeopleSoft  should  be  your  software. 
You'll  discover  we  have  the  technology,  the  people,  and 
the  commitment  it  takes  to  make  that  belief  a  reality. 
To  find  out  more  about  PeopleSoft, 
give  us  a  call  at  8()()-l)47-7753  or  visit 
us  at  www.peoplesoft.com. 


Enterprise  client/server  software  for  finance,  materials  management,  distribution,  manufacturing,  and  human  resources. 
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'Thanks  to  videoconferencing, 
now  I  spend  more  time  chasing 
my  kids  instead  of  airplanes. " 


Video 
Decode 


Audio  Codec 


Robert  Schaffer, 

Field  Office  Manager  and  Dad 
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T  •  I      DSP  SOLUTIONS 


In  the  rapidly  expanding  videoconferencing  marke 
Digital  Signal  Processing  Solutions  from  Texa 
Instruments  are  a  sight  for  sore  eyes.  TI  DSP  Solutior 
can  replace  puppet-like  video  with  smooth,  realist 
motion.  So  now  you  get  the  whole  picture  —  body  lai 
guage  and  all.  DSP  Solutions  also  enable  full-duplex  audi 
so  just  like  a  real  meeting,  more  than  one  person  ca 
speak  their  mind  at  the  same  time. 

Videoconferencing  is  a  $1 .5-billion  industi 
that  offers  the  promise  of  faraway  face-to-fac 


Video 
Palette 

"We  needed  a  DSP  Solution 
that  was  picture  perfect. " 


Norman  Gaut, 
Chairman  and  CEO, 
PictureTel  Corporation 
i 


onversations  without  the  travel.  PictureTel,  the  leader 
fi  videoconferencing  systems,  calls  on  Tl's  cutting-edge 
>SP  technology  to  integrate  high-end  videoconferencing 
tith  an  affordable  desktop  PC.  DSP  Solutions  from  Tl 
leliver  superior  video  compression  and  echo  cancella- 
on  for  clear  visuals  and  crisp  audio. 

By  exceeding  international  communication 
tandards,  PictureTel  is  able  to  compete  iti  the  global 
larket  while  keeping  their  proprietary  edge.  And  with 
Ts  worldwide  manufacturing  capability,  they  are  able 


to  ramp  up  quickly  to  meet  rapidly  growing  demand. 

From  wireless  communications  to  multimedia,  TI 
DSP  Solutions  are  changing  the  way  we  live,  learn,  work 
and  play.  As  well  as  helping  us  all  see  eye  to  eye. 
Visit  us  on  the  Internet  at  http://wivw.ti.com 
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5§j^  Boston  Edison 


A  History  of  leadership  through  Innovation  and 
Technology 
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To  build  your  first  Intranet  site,  you've 
got  to  gather  a  motley  crew — computer 
geeks,  artists,  self-servers  and  skillful  ne- 
gotiators. You  have  to  map  out  strategy, 
fight  off  power  plays  and  make  techno- 
logical leaps.  You  have  to  turn  it  over  to 
the  end  users,  cross  your  fingers  and  hope 
the  whole  thing  works  out. 

In  other  words,  it's  just  another  day  at 
the  office. 

But  the  effort  is  worth  it.  Intranets  are 
important,  cost-saving  projects.  They  are 
the  corporate  world's  equivalent  of  a 
town  hall — places  where  people  meet, 
greet  and  share  information.  In  many  cas- 
es, you  can  get  the  basic  materials  for  next 
to  nothing,  if  not  completely  free.  Em- 
ployees can  also  access  the  site  no  mat- 
ter what  kind  of  computer  they  have.  Un- 
fortunately, however.  Intranets  don't 
come  prepackaged  and  fully  assembled. 
They  require  careful  planning  and  smart 
construction. 
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ARCHITECTURE  With  Intranets,  the  nar- 
rower the  focus  the  better.  They  can  run 
the  gamut  from  publishing  applications 
to  more  traditional  groupware-style  dis- 
cussion tracking.  They  also  can  cover  in- 
ward-looking applications  of  various  In- 
ternet technologies  such  as  the  World 
Wide  Web, -e-mail  and  Usenet  news- 
groups. 

One  of  the  most  common  and  cost-sav- 
ing projects  can  be  publishing  corporate 
phone  books  and  policy  manuals.  Marc 
Dodge,  a  telecom  systems  manager  for 
United  Parcel  Service  in  Mahwah,  N.J., 
has  built  a  site  that  enables  40  sales  exec- 
utives to  access  corporate  presentations  as 
soon  as  they  are  posted  online.  "This  abil- 
ity to  write  your  own  applications  is  a  real 
diamond  in  the  rough.  There  is  a  lot  of 
potential  with  Intranets  to  facilitate  in- 
formation integration,"  he  says.  You  can 
also  build  your  Intranet  to  bring  togeth- 
er far-flung  work  groups — a  sort  of  virtu- 
al conference  room. 

One  MIS  director  of  a  U.S.  Court  of 
Appeals  set  up  a  site  where  judges  and  law 
clerks  could  share  law  review  articles  and 
court  decisions.  A  New  York-based  com- 
pany used  an  Intranet  as  a  meeting  place 
for  staff  members  living  in  different  states 
and  for  freelance  consultants  working 
strange  hours. 

Sometimes  the  project  can  be  more 
modest,  such  as  designing  a  default  cor- 
porate home  page.  That's  what  Adam 
Kuhn  did.  I  le  is  a  senior  local-area-net- 
work analyst  for  Edison  Electric  Institute 
(EEl),  the  trade  group  for  investor-owned 
utilities,  in  Washington,  D.C.  "The  page 
gets  loaded  every  time  one  of  our  users 
brings  up  Netscape,"  he  says.  "It  has  pop- 
ular search  sites  along  with  business-spe- 
cific sites  for  our  staff.  We  wanted  some- 
thing that  could ...  reduce  our  own 
help-line  support  calls." 

Planning  your  Intranet  site  will  not  be 
without  its  problems,  however.  It's  not  "a 
turnkey  groupware  application,"  as  one 
user  says.  The  area  has  a  dearth  of  good 
database  products.  Therefore,  before  you 
get  involved  in  any  Intranet  effort,  first 
determine  where  your  data  is  coming 
from  and  in  which  format  or  formats  it 
exists.  Then  look  carefully  at  products 
that  claim  to  work  in  those  formats. 

CONSTRUCTION  CREW  Who's  the  best 
person  to  be  project  leader  for  your  site? 
Believe  it  or  not,  an  artist,  says  Greg  Hub- 
bard, a  senior  systems  fellow  at  Dallas's 
SHL  Systemhouse,  which  handles  system 
integrations,  consulting  and  application 
development.  "The  temptation  is  strong 
to  put  a  senior  geek  in  charge  and  let  him 
call  die  shots.  But  you  really  need  an  artist 


in  charge  of  any  Intranet  project,"  says 
I  lubbard.  "As  computer  scientists,  we  like 
to  think  of  our  work  as  'art.'  But  I  doubt 
any  of  it  will  make  it  to  the  Louvre.  A 
successful  Intranet  team  needs  the  left- 
brain  types  and  the  right-brain  types,  and 
someone  to  help  them  get  along  with  each 
other." 

Because  the  best  Intranet  projects  cut 
to  the  very  core  of  corporate  turf  battles, 
deciding  who  takes  ownership  of  the 
project  may  be  a  tough  fight.  "People  are 
not  anxious  to  post  information  that 
might  get  into  the  wrong  hands,  espe- 
cially for  the  department  down  the  hall," 
says  Hubbard. 

Often  an  information  systems  group 
can  fight  to  regain  control  over  the  de- 
velopment of  new  systems:  "Whether  or 
not  IS  owns  the  Intranet  can  be  a  difficult 
issue,"  says  senior  LAN  analyst  Kuhn.  Part 
of  the  problem  is  how  Intranets  are  per- 
ceived in  different  departments. 

"The  Intranet  is  an  organism  that 
creates  joy  for  users,  concern  for  mar- 
keting, and  sheer  terror  for  telecom  and 
IS  departments,"  says  Dodge  of  UPS. 

EQUIPMENT  Many  companies  are  look- 
ing at  servers  running  either  a  version  of 
Unix  or  Microsoft's  Windows  NT.  The 
major  difference  is  the  expected  load  and 
the  kinds  of  tools  available  to  create  your 
content.  Although  Unix  is  the  more  ca- 
pable choice  in  both  respects,  Windows 
NT  may  be  more  than  adequate  for  small- 
er-scale projects. 

"NT  is  clearly  our  server  of  choice — 
it  makes  things  easier  to  have  a  single 
platform  for  file  and  print,  database,  and 
Web  services,"  says  Bill  Dinner,  former 
vice-president  of  ESI  Securities  in  New 
York  City.  "Plus,  the  NT  versions  of 
database  servers  are  much  cheaper  than 
corresponding  Unix  versions. 

"However,  NT  is  not  totally  ready  for 
prime  time:  Unix  is  easier  to  administer 
and  manage  in  a  large  network.  NT  is  not 
as  stable  for  mission-critical  tasks."  UPS's 
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Our  Town  As  "meeting  places'"  and 
clearinghouses  of  information.  Intranets 
such  as  Boston  Edison's  and  the  U.S. 
Court  of  Appeals*  are  virtual  town  halls. 


The  Olympus  o_ 
Reminders 


Dodge  is  using  Unix  "mainly  because  it 
provides  the  best  tools." 

What  about  Apple  Macintosh-based 
servers?  "A  customer  thought  that  a 
Macintosh-based  solution  was  cheaper," 
says  Hubbard,  who  is  using  primarily 
Unix-based  servers.  "But  the  savings  dis- 
appeared when  we  factored  in  all  the 
extra  labor  we  would  need  to  make  up  for 
the  lack  of  management  tools  in  the  Ap- 
ple environment.  II  all  you  need  is  a  sim- 
ple Web  site,  anything  will  do  the  trick. 
Sophisticated  needs  require  more  horse- 
power and  better  tools." 

Do  you  have  to  connect  everyone  in 
your  company  with  tci'/ip  (transmission 
control  protocol/Internet  protocol)?  It 
helps.  Intranet  technologies  are  based  on 
TCP/IP.  If  you  haven't  yet  deployed  this 
protocol  to  every  desktop,  you  may  w  ant 
to  think  carefully  about  doing  so. 

One  way  to  make  the  transition  is  to 
start  out  using  a  gateway  and  then  run 
TCP/IP  on  NetWare  servers:  "We  did  not 
want  to  put  TCP/IP  on  every  single  work- 
station. Firefox's  Novix  software  allows 
you  to  avoid  just  that,"  says  Kuhn.  Re- 
member that  new  technologies  from  Mi- 
crosoft and  others,  called  Dynamic  I  lost 
Configuration  Protocol,  can  manage  fre- 
quently changing  desktops.  They  can  also 
help  deploy  TCP/IP  across  the  enterprise. 
This  is  included  in  Windows  NT  and  in 
new  versions  ol  Novell's  NetWare. 

FOLLOWING  UP  Alter  the  construction 
process  is  well  under  way,  there  are  some 
important  rules  to  build  by.  First,  the  in- 
cremental approach  often  works  best.  Do 
lots  of  quick  prototyping.  "Document 
everything.  Start  small  and  then  grow," 
says  Dodge. 

John  I  hibiel,  the  managei  ol  planning 
for  the  Massachusetts  utility  company 
Boston  Edison,  suggests  following 
Franklin  Delano  Roosevelt's  advice:  Build 
from  the  bottom  up.  "Put  the  basic  In- 
ternet tools  (e-mail,  Web,  news)  into  the 
hands  of  end  users  and  provide  some  ba- 
sic training.  Then  let  them  decide  how 
to  exploit  these  services,"  he  says.  Also, 
don't  be  rigid.  Expect  to  change  plans  and 
modify  your  site  as  it  develops. 

Finally,  even  when  construction  is 
finished,  your  site  must  be  maintained  and 
kept  interesting  or  no  one  will  visit.  "It  is 
a  struggle  for  people  to  stay  motivated 
after  their  Intranet  site  is  built  and  they 
go  back  to  their  real  day  jobs,"  says  I  lub- 
bard.  "An  organization  has  to  make  a 
commitment  to  keep  their  Intranet  up  to 
date,  or  it  will  just  drift  away  into 
irrelevance" — becoming  dusty  ;\\  d  vacant 
like  an  old  town  hall. 
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ill  opportunities.  Real  commerce.  Real  control.  With  SinartGATE™ 
're  changing  business  on  the  Internet.  Your  business. 

SinartGATE  technology  lets  you  take  command... 
by  providing  a  completely  secure  environment  for 
all  types  of  transactions  across  the  "Net". 
SinartGATE  is  mobile.. .because  it's  user-based. 
And  SinartGATE  is  cost  effective.. .because  it 
works  with  your  existing  technology. 

Translate  that  into  increased  opportunities. 

And  increased  profits. 

There's  lots  of  talk  about  the 
Internet,  but  unlil  now,  it 
wasn't  the  kind  of  business 
resource  il  should  be. 
Until  SinartGATE. 

It's  time  to  GET  REAL 
on  the  Internet. 


With  SinartGATE. 
TM 


SmartGATE 


V-ONE  Corporation 

1803  Research  Houlevard,  Suite  :il).r),  Koekville,  Ml)  2()8.r>0 
301.838.8900  •  301.K38.8009  fax  •  hlti>://www.v-<me.com 


.S.«CM.rj.ty..f.QrA..C.Qnne.c.t«d..W.Qil.d' 


Open  Network  Environment 
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VERTISING  SECTION 


THERE    A     LANGUAGE  BARRIER 
AT    YOUR  COMPANY? 


NTEG  RATED 


SOLUTIONS 


ENABLE  YOU  TO 


COMMUNICATE 


THROUGH  A  MAZE 


OF  BUSINESS 


SYSTEMS. 


There  are  many  ways 


for  your 


employees  to  communicate  with  one  another. 

But  getting  your  business  systems  to  speak  to  each 
other  is  a  whole  different  storv  —  one  that  doesn't 
always  have  a  happy  ending. 

Diebold  has  been  getting  around  high-tech  language 
barriers  for  many  years.  The  company  mobilizes  its 
state-of-the-art  skills  and  expertise  in  technology, 
software,  service  and  systems  integration  to  link 
together  a  broad  range  of  card-based  transaction 
and  security  systems.  Diebold  software  allows  a 
variety  of  systems  to  communicate  and  interact  with 
each  other  for  improved  efficiency,  productivity  and 
performance.  And  it's  a  solution  that's  working  in 
manv  industries. 


SPECIAL       ADVERTISING  SECTION 


Proven  first  in  the 
financial  industry. 

The  financial  industry  is  particularly 
challenging,  with  its  many  diverse 
networks  and  high-security  require- 
ments. Diebold's  integrated  systems 
enable  financial  institutions  to  increase 
efficiency,  enhance  fee  income, 
strengthen  security  and  maximize 
shareholder  value.  Advanced  software 
systems  also  streamline  and  modernize 
dissimilar  networks  and  branches 
brought  together  through  mergers, 
acquisitions  and  consolidations. 

Improved  efficiency 
and  convenience  for 
other  industries,  too. 

Life  at  college  campuses  is  simpler 
these  days,  thanks  to  Diebold's 
Integrated  Campus  Access  Manage- 
ment (ICAM)  system,  a  card-based 
solution.  Fee  payment,  meal  plans, 
building  access  and  security  monitor- 
ing services  are  now  combined  in 
one  all-encompassing  network.  ICAM 
is  effective  in  many  types  of  campus- 
like environments,  including  hospitals, 
airports  and  corporate  facilities. 

Healthcare  providers  —  with  a 
greater-than-ever  emphasis  on 
improving  productivity  and 
enhancing  security  —  are  finding 
that  integrated  solutions  reduce 
paperwork,  control  dispensing  of 
medication  and  supplies,  and  secure 
hard-to-protect  areas  such  as 
pharmacies,  nurseries,  parking 
decks  and  research  labs. 

Diebold's  innovative  payment 
solutions  enable  retailers  to 
compete  better  by  reducing  costs 


and  increasing  customer  satisfaction. 
These  systems  for  electronic  funds 
transfer  can  be  tied  to  the  retailer's 
other  self-service  and  security 
networks  to  further  improve 
operations. 

Upgrades  are  easier 
than  ever. 

All  of  these  integrated  solutions 
feature  modular,  open-system 
platforms.  These  let  customers 
upgrade  their  systems  as  new 
features  become  available  or  as  new 
needs  develop.  There's  no  need  to 
be  chained  to  out-of-date  technology. 


Providing  the  upgrades  is  a 
comprehensive  network  of  2,300 
Diebold  service  professionals  in  400 
locations  throughout  the  United 
States.  This  well-respected  group 
also  maintains  and  services  these 

essential  systems. 

j 

Diebold's  vision  has  found  a  way 
through  the  maze  of  challenges  you 
face  in  preparing  for  the  future.  To 
determine  the  right  networks, 
facilities,  products,  software  and 
services  to  achieve  your  goals  — 
and  to  help  them  speak  the  same 
language  —  contact: 


Diebold,  Incorporated 

P.O.  Box  3077 
Dept.  9-79 

North  Canton,  Ohio  44720-8077 
Call  toll-free  1-800-999-5600 
Fax  3  30-490-3794 

Internet  http:  // www.diebold.com 


DIEBOLD 


Your  employees 
communicate 
regularly.  now, 
get  your  business 
systems  to  do 

THE  SAME. 


It's  the  year  2006 — do  you  know  where  your  bank  is? 
Your  stock  exchange?  The  Federal  Reserve  and  the  IRS? 

A  real  possibility  exists  that  each  could  vanish  in  10 
years  and  not  be  missed.  Or  (more  likely)  remain  as  reg- 
nant curiosities,  diminished  and  despised,  living  as  wards 
of  the  state. 

Welcome  to  the  new  age  of  digital  money.  If  for  no 
other  reason  than  the  speed  of  its  arrival  and  the  vast 
numbers  of  people  and  industries  it  will  touch,  this 
era  promises  to  be  the  most  disruptive  of  the  digital 
D-Days  yet. 

Some  of  the  changes  are  predictable.  Within 
mankind's  DNA,  apparently,  exists  the  deep  need  to 
find  portable  and  exchangeable  proxies  for  gold,  land 
and  grain.  An  entire  world  history  could  be  written 
without  veering  from  this  theme. 

What's  new  is  the  pace  of  technological  change. 
Former  Citibank  chairman  Walter  Wriston  remem- 
bers the  1950s  as  a  time  when  college  kids  in  New  York 
and  Sao  Paulo  read  books  aloud  to  each  other  over  the 
bank's  phone  lines,  just  to  maintain  the  phone  connection 
between  a  branch  and  headquarters.  Today,  a  nuclear  plant 
accident  or  a  political  coup  jerks  the  world  markets  with- 
in five  minutes.  Such  "light-speed"  money  has  far-reach- 
ing consequences.  We've  seen  only  the  beginning. 

Take  banks.  When  was  the  last  time  you  stepped  in- 
side one?  Many  Americans  get  no  farther  than  the  ATM. 
Luckier  yet  are  Forbes  readers,  captains  of  commerce.  Your 
bank  is  probably  a  person  who  visits  you  at  your  office, 
at  your  convenience.  That  is,  assuming  you  even  need 
him  or  her.  Why  not  issue  your  own  paper  instead?  In 
1960  the  ratio  of  bank  loans  to  commercial  paper  floated 
by  companies  and  their  investment  bankers  was  10-to-l. 
Today  it's  less  than  1-to-l  and  shrinking. 

What  is  a  modern  bank,  after  all,  but  a  powerful  com- 
puter server  that  stores  accounts,  and  a  brand  name  that 
stands  for  stolidity  and  liquidity?  Banks  are  a  pure 
information  play.  Now  ask  yourself  this:  Which  is  more 
information  sawy,  computer  smart,  stolid  and  liquid — 
Citibank  or  Fidelity  or  Microsoft?  Tomorrow's  banking 
titans  could  be  an  entirely  new  cast. 

Next,  consider  a  few  changes  that  lie  around  the  bend 
for  government.  Is  Alan  Greenspan  the  most  important 


money  guy  in  the  world?  Maybe.  But  even  he  must  op- 
erate within  an  ever-narrowing  range  of  options.  A  sin- 
gle misstep  and  the  global  army  of  bond,  equity  and  cur- 
rency traders  will  render  harsh  judgment  instantly. 
Greenspan  is  powerful  only  as  a  handler  of  nitroglycerin 
is  powerful:  He  is  at  the  mercy  of  forces  larger  than  him- 
self, but  he  still  has  the  power  to  blow  us  up. 

The  IRS?  They  should  take  Steve  Forbes's  flat  tax 
plan  while  they  can  get  it.  The  world's  smart  and  wired 
may  soon  begin  quitting  dieir  national  economies,  sick 
of  paperwork  and  tax  forms.  Instead,  they  might  join 
up  with  supranational  virtual  economies  where  all 
transactions  are  electronic  and  money  is  encrypted. 
Pity  the  IRS  agent  then:  "Sir,  we've  picked  up  the  miss- 
ing bitstream.  But  we  are  as  yet  unable  to  determine 
its  content.  We  have,  though,  narrowed  it  down  to 
these  possibilities:  digital  cash,  lovers'  e-mail,  a  pic- 
ture of  a  dog  and  a  woman,  a  militia  bomb  formula,  or 
Scott  McNealy's  monthly  Internet  radio  address." 
Finally,  consider  stock  exchanges  and  brokerage 
houses.  Now  there's  a  pampered  pair  long  accustomed  to 
living  high  on  the  food  chain — and  why  not?  They  fuel 
capitalism  by  routing  funds  to  the  most  promising  places 
with  a  speed  and  sawy  no  central  bureaucrat  has  ever 
matched.  Still,  in  the  years  ahead,  they  may  be  seen  as 
ancient  tollbooths  on  the  money  freeway. 

I've  been  thinking  about  tollbooths  lately.  Ever  been 
to  Dallas  and  seen  the  future  of  tollbooths?  There  is  no 
future.  You  buy  a  plastic  card,  called  a  Toll  Tag,  and  hold 
it  up  to  what  resembles  a  traffic  light  as  you  drive  by  the 
old  booth.  No  human  toll  takers  are  to  be  found.  In  Dal- 
las they  are  going  the  way  of  blacksmiths. 

Toll  takers  and  their  unions  are  fighting  the  electron- 
ic usurper  tooth  and  claw.  They  lost  in  Dallas,  but  they're 
fighting  in  San  Francisco.  Imagine:  The  war  is  over  a  mis- 
erable and  boring  job  that  pays  only  about  $35,000  a  year. 
On  page  44  you'll  learn  that  market  makers  at  the  New 
York  Stock  Exchange  earn  about  $1  million  a  year.  Sup- 
pose they'll  bow  any  more  willingly  to  automation  than 
the  wretched  toll  takers? 

Light-speed  money  will  produce  many  new  winners 
and  losers.  Come  along  as  we  attempt  to  sort  it  out. 

— Rich  Karlgiiitrd 
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EGATECH  MEETS  THE 

BIG  GRAPPLE! 

THE  NEW  YORK  STOCK  EXCHANGE 

AUTOMATES  TH E  STATUS  QUO  WITH 
MIXED  RESULTS.  BY  ANDREW  FEINBERG 


I he  imposing  93-YEAR-OLD  building  in  lower  Man- 
hattan that  houses  the  New  York  Stock  Exchange 
is  the  single  most  visible  place  on  Wall  Street.  Its 
Corinthian  columns  and  paper-strewn  trading 
floor  are  seen  more  frequently  on  TV  than  is  the 
White  House. 

It's  oddly  comforting  to  watch  the  activity  on  the  NYSE 
floor.  Little  else  in  our  fast-paced,  tech-based  world  re- 
mains as  steeped  in  tradition.  Orders  are  still  processed 
the  old-fashioned  way — through  a  "specialist,"  an  indi- 
vidual market  maker  charged  with  maintaining  a  "fair  and 
orderly  market"  in  a  particular  stock.  Every  day,  a  bell 
begins  ringing  at  3:59:45  p.m.  It  stops  fifteen  seconds  lat- 
er, when  a  gavel  rap  signals  the  close  of  trading.  Rituals 
like  these  remind  us  that  some  things  never  change. 

That,  of  course,  is  the  problem  for  the  NYSE.  It  can't 
cling  to  the  past  and  hope  to  survive.  It's  already  on  the 
endangered  list.  While  average  daily  trading  volume  has 
jumped  from  44.8  million  shares  per  day  in  1980  to  421.7 
million  shares  per  day  in  just  the  first  four  months  of  1996, 
the  NYSE's  share  of  trading  in  its  own  listed  stocks  has  ac- 
tually declined,  by  almost  four  percentage  points. 

This  paradox  comes  courtesy  of  increased  competition 
from  technology-sawy  rivals.  The  daily  volume  of  auto- 
mated neighbor  Nasdaq,  for  example,  eclipsed  that  of  the 
NYSE  in  1994  and  '95.  Foreign  and  regional  exchanges 
have  siphoned  off  volume.  Alternative  exchanges  and  com- 
puterized brokers  have  bitten  into  the  NYSE's  business. 

You  would  think  such  threats  would  scare  the  NYSE 
into  decisive  action.  You  would  think  the  NYSE  would 
ep  out  the  old  and  bring  in  the  new — in  a  hurry.  But 
that's  not  the  way  the  NYSE  is  implementing  its  $125  mil- 
lion technology  upgrade,  slated  to  be  fully  operational  by 
the  end  of  the  year. 

Instead  oi  adopting  computerized  trading  and  remov- 
ing peo.ii .  ■  !■:  the  loop,  the  exchange  has  simply  auto- 
mated its  status  quo.  Rather  dian  replacing  specialists  and 
brokers  with  cotnp  iters,  the  NYSE  has  given  its  floor  staff 


Personal  Digital  Assistants  (PDAs)  and  cell  phones  in  the 
dim  hope  that  wireless  gadgetry  will  make  it. 

This  seems  like  a  peculiar  tack  for  an  institution  un- 
der siege.  Yet  it  makes  perfect  sense,  given  the  moneyed 
interests  that  influence  the  NYSE.  Among  its  richest  mem- 
bers? The  specialists  themselves. 

Of  the  1,366  membership  seats  on  the  NYSE,  about 
440,  or  33%,  are  held  by  specialists.  Many  hail  from  pow- 
erful Wall  Street  institutions  such  as  Merrill  Lynch,  Bear 
Stearns,  La  Branche  &  Co.,  and  Spear,  Leeds  &  Kellogg. 
As  a  group,  they  make  90%  of  their  money  from  propri- 
etary trading  rather  than  commissions.  Individual  spe- 
cialists can  easily  earn  $1  million  a  year. 

With  so  much  at  stake,  specialists  clearly  didn't  want 
to  be  replaced  with  technology.  They  won't  be  for  now, 
that  much  is  certain.  Less  certain  is  the  future  of  the  NYSE 
as  a  preeminent  global  exchange.  If  its  bet  on  an  auto- 
mated status  quo  doesn't  pay  off,  it  could  be  reduced  to 
a  minor  player  in  the  international  arena,  Corinthian 
columns  notwithstanding.  "Because  the  exchange  hasn't 
altered  the  trading  environment  itself,"  warns  Robert  A. 
Schwartz,  a  New  York  University  professor  of  finance  and 
chair  of  Nasdaq's  Economic  Advisory  Board,  "there's  a 
real  possibility  that  the  NYSE  will  get  passed  by." 

The  NYSE's  technology  update  includes  the  world's 
largest  installation  of  color  flat-panel  displays. 
There  are  2,700  of  them  programmed  to  handle 
wireless  input  from  the  PDAs  and  cell  phones.  Net- 
worked hardware  (450  Unix  Hewlett-Packard 
servers)  will  double  the  NYSE's  volume  capacity  to  two 
billion  shares  per  day. 

There  has  been  some  automation  on  the  floor  of  the 
exchange  for  at  least  25  years.  About  80%  of  all  orders — 
20%  of  total  volume — reaches  specialists  through  a  com- 
puter system  called  SuperDOT  (Designated  Order  Turn- 
around). But  that's  where  technology  has  ended.  Orders 
don't  become  trades  until  a  specialist  manually  matches 
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buys  with  sells,  or  uses  his  or  her  own  capital  or  inven- 
tory of  stock  to  complete  the  transaction. 

x^lffc..      •  »i  i..  i  ni  \  \  m  >ys'ii-.\i  is  arduous  and  labor- 

jfli  11   ■ISUl     i  IcrtA  how  .1  non  SuperDOl  deal 

works:  A  customer  or  member  firm  phones  in 
an  order  to  a  clerk  in  a  brokerage  booth  lo'cat- 
ed  on  the  perimeter  of  the  approximately 
40,000-square-foot  exchange  floor.  The  clerk  fills  in 
an  order  form  and  summons  a  "squad,"  or  floor  run 
ner,  who  walks  tbe  order  out  to  the  broker  on  the 
floor.  Once  the  broker  executes  the  order,  h 
h  rites  the  details  on  a  scrap  of  paper  and  hails 
a  squad.  The  squad  walks  the  paper  back  to  the 
booth  and  gives  it  to  a  clerk,  who  then  calls  the 
customer  to  confirm  the  transaction.  Whew! 

Enter  millions  of  dollars'  worth  of  tech- 
nology, or  at  least  1,000  Motorola/NYNEX 
cell  phones  and  at  least  1,000  one-pounc 
pen-based  GTE  PDAs.  The  upgrade  plan 
calls  for  floor  brokers  to  tote  PDAs  Jg| 
(usage    is    optional)    and  use 
portable  phones.  The  PDAs  wi 
receive  data  feeds  (orders, 
quotes,   currencies   and  f? 
news)  and  allow  direct 
electronic  order  input. 

The  wireless  machines  will 
also  be  able  to  receive  input 
from  the  new  flat-panel 

displays  that  hang  over    2500  B.C.  PAY  CLAY 

the  trading  floor.  They    In  Babylon,  the  medium 
can  display  three  times    of  exchange  was  the 
as  much  data  as  the  ex-    clay  tablet—useful,  but 
change's  CRT  monitors,  user-unfriendly. 
Together,  the  machines  will  shave  about  30  seconds 
off  the  average  trading  time  and  help  cut 
down  the  mountain  of  paper  pro- 
duced each  day. 

Sounds  great.  But  first  the  NYSE  has  to  get  its  new 
technology  to  work  and  rally  its  constituents  behind  the 
plan.  There  is  trouble  on  both  fronts. 

For  starters,  the  PDAs  are  in  the  experimental  stage. 
Their  lithium  ion  batteries  can't  last  an  entire  trading  ses- 
sion. The  NYSE  has  had  to  install  five  battery-changing 
stations  on  the  floor  to  accommodate  the  problem. 

Then  there  are  the  cell  phones.  There's  a  six-  to  sev- 
en-second delay  before  a  call  goes  through.  Some  traders 
complain  about  the  background  noise  on  them.  And  us- 
age of  so  many  wireless  gadgets  in  a  small  space  has  caused 


signals  to  bounce  around  the  trading  floor. 

Significantly,  resistance  to  the  introduction  of  wire- 
less technology  in  any  form  has  been  stiff — especially 
among  specialists.  Some  feared  that  giving  floor  brokers 
faster  access  to  information  might  diminish  their  trading 
edge  and  affect  profits.  The  NYSE  faced  a  similar  atti- 
tude in  1971,  when  it  was  about  to  test  an  automated 
trading  system  for  100-share  orders.  The  innovation 
would  have  reduced  floor  broker  income  by  taking 
away  business.  The  weekend  before  the  test,  some- 
one took  an  ax  to  the  wooden  supports  for  the  equip- 
ment. The  culprit  was  never  found.  The  system  was 
tested  but  not  adopted. 
\T\  This  time,  technology  prevailed.  PDAs  are 

already  required  for  the  exchange's  approxi- 
mately 200  floor  reporters  who,  as  always, 
stand  near  specialists  who  call  out  the  lat- 
est trades.  Now  instead  of  filling  out 
"mark-sense"  cards  and  feeding  them  into 
V$»/Vv,    a  scanner,  the  reporters  record  each 
trade  on  a  handheld  Epson.  The 
computer  downloads  them 
into  the  NYSE  system. 
Seconds  later,  the  trade 
appears  overhead  on 
the  ticker. 

Specialists,  mean- 
while, now  receive  much 
of  their  news  from  data 
feeds  on  their  own  flat- 
panel  screens.  They  can 
select   a   provider  of 
their  choice,  such  as 
ILX,  ADP  or  Bloomberg 
Business  News  (Dow 
Jones  and  Reuters  are 
also  available). 

Cell  phones  are 
also  in  wide  use. 
They  are  a  device  that  fits  well  with  trading  floor  culture. 
Here's  how.  Independent  broker  Paul  Prestopino  is  in  a 
crowd  near  the  Pacific  Gas  and  Electric  post.  Two  things 
make  Prestopino  stand  out.  At  6  feet  5  inches,  he  towers 
above  the  crowd.  He  also  wears  a  telephone  headset — odd 
because  no  telephone  appears  near. 

Then  something  in  his  pants  vibrates.  It's  his  cell 
phone.  Prestopino  presses  a  button  and  talks  into  his  head- 
set. It's  the  clerk  in  his  booth — his  son,  Paul  Prestopino 
III— telling  him  to  buy  13,500  shares  of  "P  Gas." 
Prestopino  responds  by  walking  five  feet  to  the  specialist 
and  placing  his  order.  When  it's  confirmed,  he  calls  his 
son  back.  Prestopino  says  the  new  wireless  system  has  in- 
creased his  business. 

But  Prestopino's  sentiment — that  the  phone  technol- 
ogy is  useful — is  not  universal.  About  50%  of  cell-phone 
users  wear  a  headset,  but  Peter  Kann,  a  floor  broker,  a 
Prudential  Securities  senior  vice-president  and  a  NYSE 
governor,  has  opted  not  to  use  his.  "The  headset  gives 


In  1 792.  24  stockbrokers  and  merchants  gathered  un- 
der a-buttonwood  tree  on  Walt  Street  to  sign  a  document 
now- known  as Thes-Byttonwood  Agreement.  It  contained 
the  beginnings  of  membership  requirements  and  self- 
regulation  for  the  NYSt;  ?Mj8g|Sfc.- 
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me  a  headache,"  he  says.  "Besides,  you  bump  into  peo- 
ple with  the  mouthpiece.  And  how  can  you  get  a  drink 
of  water?" 

On  the  flip  side  is  independent  floor  broker  Joseph 
Cangemi,  a  senior  vice-president  with 
Francis  P.  Maglio  &  Co.  He  is 
equipped  for  almost  anything.  He 
carries  a  cell  phone,  PDA,  beep- 
er and  notepad.  "The  wireless 
technology  saves  time,  increas- 
es my  order  flow  and  lets  me 
execute  more  orders,"  he  says. 
Cangemi  also  sees  another  benefit  that 
was  part  of  the  NYSE's  master  plan.  "Wire- 
less should  reduce  the  error  rate 
by  eliminating  the  middleman," 
he  says. 

At  least  two  member  firms 
have  not  been  willing  to  wait  for 
the  NYSE  to  bring  all  its  con- 
stituents around  to  Cangemi's  way 
of  thinking.  AXIS  of  New  York  and 
Interactive  Brokers  received  SEC 
approval  to  use  a  different  wireless  approach  of  their  own. 

"The  exchange's  wireless  device  is  behind  schedule  and 
its  deadline  keeps  slipping,"  says  Michael  Chirichella,  a 
principal  with  the  Matten  Silver  Group,  an  IT  firm  that 
developed  the  AXIS  system.  "There  is  no  sense  of  urgency. 
With  us  there  was,  because  our  three  independent  floor 
brokers  were  watching  their  business  disappear." 

The  AXIS  solution,  introduced  in  November  1995,  is 


A   M   E  X 

Brokers  shouting  into  the  streets  of  New  York  gave  the 
American  Stock  Exchange  its  first  name-New  York  Curb 
Exchange-in  1849.  It  was  a  rival  to  the  NYSE. 


211  B.C 

FLIPPER 

Borrowing  a 
Greek  idea, 
Rome  made 
the  handy 
silver  denarius 
coin  of  the  realm. 


a  pen-based  Fujitsu  tablet  PC.  It's  heavy:  At  2.8  pounds, 
it  weighs  roughly  three  times  as  much  as  the  NYSE  ver- 
sion. But  the  device  is  at  least  working.  The  floundering 
AXIS  brokers  are  no  longer  in  danger  of  going  under.  In 
fact,  says  Chirichella,  their  business  is  growing.  The  pro- 
gram is  successful  enough  for  other  member  firms,  in- 
cluding Merrill  Lynch  and  PaineWebber,  to  evalu- 
ate the  AXIS  technology. 

Officially,  the  NYSE  takes  no  position  on  the 
defection.  Unofficially,  it  may  be  relieved  that  at 
least  someone's  portable  tech- 
nology is  running.  It  might 
even  adopt  the  AXIS  equip- 
ment, if  its  own  PDAs  contin- 
ue to  be  problematic. 
Yet  as  long  as  the 
NYSE  panders  to  its 
most  powerful  con- 
stituents, it  may  not 
matter  whose  ma- 
chine is  working  and 
when.  The  market's 
biggest  customers — mu- 
tual and  pension  funds — are 
rushing  to  use  computerized  market  services.  They 
prefer  the  quicker,  lower-commission  trades  these  ser- 
vices offer.  And  they  love  the  fact  that  there  are  no  mid- 
dlemen, like  NYSE  specialists,  to  go  through  before  a  deal 
gets  done. 

"In  the  era  of  technology,"  says  Harold  Bradley,  vice- 
president  and  trading  director  of  Twentieth  Century 
Services,  which  manages  Twentieth  Century  Mutual 
Fund,  "the  only  way  to  match  trades  is  with  a  computer. 
With  the  NYSE,  I  have  to  break  through  the  defensive  line 
of  specialists  to  get  my  order  executed."  So  where  does 
Bradley  do  a  lot  of  his  business  instead?  On  Reuters's 
computerized  brokerage,  Instinet,  and  on  the  totally  elec- 
tronic Arizona  Stock  Exchange.  ■ 


INVISIBLE  STREET  SPECIALISTS 


The  names  Ernst/Ware  &  Keel- 
ips/Homans,  La  Branche  &  Co.,  and 
Fowler,  Rosenau  &  Geary  L.P.  aren't  fa- 
miliar to  most,  but  they  are  among  the 
most  powerful  names  on  Wall  Street. 
They're  specialist  firms  that  handle  trad- 
ing in  three  of  the  world's  biggest 
stocks — Exxon,  AT&T  and  Merck, 
respectively. 

Most  of  the  40  or  so  specialist  firms 
on  the  NYSE  are  obscure — virtually  in- 
visible to  anyone  not  intimate  with  the 
business.  The  NYSE  specialist  firm  with 
the  most  stocks  on  the  floor  is  Spear, 
Leeds  &  Kellogg,  hardly  a  household 
name.  It  handles  more  than  200  stocks, 
including  IBM  and  Mobil 


Famous  or  not,  NYSE  specialists  have 
an  extraordinarily  lucrative  franchise.  In 
1995,  specialist  firms  netted  $162  mil- 
lion, an  after-tax  annualized  return  of 
16.3%.  In  the  first  quarter  of  1996,  the 
pickings  got  even  juicier.  Specialists 
made  $69.6  million,  for  a  stunning  after- 
tax annualized  return  of  23.9%.  Little 
wonder  their  reach  is  deep  into  the  NYSE. 

Some  bigger  fish  also  swim  in  these 
waters,  and  in  the  last  10  years,  they've 
gobbled  up  some  specialist  firms.  The 
second-largest  firm,  JJC  Specialist,  which 
runs  the  books  on  General  Electric, 
Sears  and  Pacific  Gas  &  Electric,  is 
owned  by  discount  broker  Quick  &  Reil- 
ly.  Merrill  Lynch  Specialists,  which 


trades  Coca-Cola,  Johnson  &  Johnson, 
and  Chase  Manhattan,  is  the  fifth 
largest.  Bear  Stearns  also  has  large  spe- 
cialist operations.  It  is  the  majority  own- 
er of  Bear  Stearns  Hunter  Specialists, 
which  handles  Texas  Instruments,  Alcoa 
and  EMC. 

After  attacking  specialists  for  years  for 
their  grip  on  the  market,  critics  have  re- 
cently changed  their  tune.  They  used  to 
reproach  specialists  for  being  corrupt  and 
for  putting  their  profit  ahead  of  the  mar- 
ket's best  interests.  But  today,  in  light  ol 
their  resistance  to  technological  innova- 
tion, a  different  generation  of  critics  calls 
them  quaint.  On  Wall  Street,  that  may 
be  a  far  more  serious  charge.      — A.F. 
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POUND  FOOLISH 


THE  LONDON  STOCK  EXCHANGE  SHEDS  ITS  DICKENSIAN 
PAST,  BUT  NOT  WITHOUT  A  STRUGGLE.  BY  NANCY  RUTTER 


I ike  the  House  of  Windsor,  the  London  Stock  Ex- 
change (LSE)  limped  into  the  1990s  bruised,  em- 
barrassed and  bedeviled  by  a  British  press  dogging 
the  venerable  institution  with  the  zeal  of  a  grumpy 
corgi.  Like  the  royals,  the  LSE  gave  the  press  plen- 
ty to  feed  on — millions  of  pounds  wasted,  petty  attempts 
to  block  competition,  High  Noon-style  CEO  sackings  and 
clannish  turf  wars  that  sometimes  made  the  monarchy's 
marital  miseries  seem  mild  by  comparison. 

What  got  into  this  300-year-old  bastion  of  European 
finance?  In  a  word,  technology. 

Caught  between  its  traditional  role  as  clubby  market 
monopoly  and  the  challenges  posed  by  technology,  the 
exchange  badly  botched  its  jump  into  the  future.  A  five- 
year  automated  transaction  settlement  project  named  Tau- 
rus wound  up  in  the  dustbin  in  1993,  taking  up  to  $600 
million  and  the  LSE's  rock-solid  reputation  with  it.  High- 
handed tactics  aimed  at  stifling  technology  market  ven- 
tures further  sullied  its  image.  Even  Giles  Vardey,  mar- 
keting director  for  the  LSE,  figures  the  period  is  akin  to  a 
disaster  for  Britain  that  "almost  slips  into  the  category  of 
losing  the  colonies." 

As  a  result,  the  future  of  the  exchange  as  a  leader  in 
world  financial  markets  is  uncertain.  That's  an  unfamil- 
iar position  for  the  crusty  gentlemen  of  the  City  of  Lon- 
don, and  they  are  flummoxed  by  it.  "This  is  an  institu- 
tion feeling  a  huge  sense  of  urgency  about  its  future  as  a 
place — as  the  electronic  world  makes  location  matter  less," 
says  a  source  close  to  the  exchange.  "It's  a  lot  like  a  duck. 
It  looks  placid  on  the  surface,  but  below  the  water,  the 
exchange  is  paddling  furiously." 

Ever  since  a  group  of  London  brokers  gathered  at  a 
coffeehouse  in  the  late  1760s,  the  LSE  has  dominated 
Europe's  financial  markets.  It  still  does.  In  1995,  the  ex- 
change listed  2,078  United  Kingdom  companies,  with  a 
market  value  of  roughly  $1.3  trillion.  By  comparison,  the 
I  all  shares  traded  on  the  Paris  Bourse  last  year  was 
$729  billion. 

Five  hundred  twenty-five  foreign  companies  were  also 
active  on  the  i.Sf-  in  1995,  accounting  for  some  13,900 
trades  with  $4.65  billion  in  value  per  day.  For  the  year, 
the  ET--SE  100,  the  LSE  -  Dow-like  listing  of  active  stocks, 
closed  up  by  more  than  20° 


The  exchange  was  able  to  conquer  world  market  share 
because  it  was  insular  and  omnipotent.  Until  1986,  when 
new  statutes  (the  so-called  Big  Bang)  deregulated  Lon- 
don's markets  and  eased  monetary  policy,  the  LSE  was  the 
only  market  regulator.  It  was  the  exclusive  market  infor- 
mation clearinghouse.  Foreign  ownership  of  member  mar- 
ket-making firms  was  limited.  "It  was  the  last  bastion  of 
the  English  gentleman,"  says  a  source  close  to  the  LSE. 

Coinciding  with  the  Big  Bang  was  then-Prime  Minis- 
ter Margaret  Thatcher's  privatization  of  stale-owned  en- 
terprises. Volumes  zoomed  up,  and  the  exchange's  creaky 
sales  settlement  system,  responsible  for  about  $100.5  mil- 
lion of  the  LSE's  approximately  $300  million  in  annual 
revenues,  clogged  with  paper.  In  1989,  the  exchange  de- 
cided to  go  paperless  with  Taurus,  envisioned  to  become 
the  world's  most  automated  settlement  system. 

The  irony  in  Taurus's  failure  is  that,  indeed,  for  a 
stodgy  clique,  the  LSE  was  far  ahead  of  its  interna- 
tional rivals  in  its  technology  thinking.  Taurus  was 
slated  to  network  400  stockbrokers,  200  quoted 
companies,  registrars,  banks  and  investors  with  a 
series  of  central  databases  running  on  IBM  mainframes.  It 
would  record  all  LSE  stock  holdings  and  trades.  Transac- 
tions would  be  digitized,  and  a  secure  network  would  trans- 
fer securities  among  buyer  and  seller,  replacing  the  Dick- 
ensian  delivery  boy  with  a  satchel  full  of  certificates. 

Had  it  worked,  the  system  would  have  been  far  supe- 
rior, say,  to  the  New  York  exchange's  clearance  and  set- 
tlement system  run  by  National  Securities  Clearing,  which 
it  partially  owns.  And  aided  by  other  LSE  technical  inno- 
vations, such  as  a  computerized  quote  system  SEAQ  (Stock 
Exchange  Automated  Quotations),  the  exchange  was  in 
the  technology  vanguard. 

It  was  even  among  the  first  to  shut  down  its  trading 
floor;  all  trading  activity  was  transferred  to  its  305  mar- 
ket-making member  firms,  among  them  Barclays  Bank's 
unit  BZW,  SBC  Warburg  and  NatWest  Securities.  The 
move  was  stouthearted.  The  exchange  forfeited  its  time- 
honored  identity  as  trading  place.  And  all  this  even  diough 
Taurus  wasn't  to  "go  live"  until  April  1993. 

But  Taurus  was  DOA.  For  all  their  forward  thinking, 
in  the  end  the  exchange's  members  weren't  willing  to 
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surrender  traditions,  turf  and 
profits  to  technology.  "When  it  got 
right  down  to  it,  the  members  want 
ed  the  status  quo,"  says  Chris 
Rees,  a  Deloitte  &  Touche 
Consulting  Group  partner  in 
London  who  worked  on  the 
Taurus  project. 

Thus  Taurus's  one  network  be 
came  a  series  of  networks  linked 
together  not  by  smart  technical  de 
sign  but  by  the  whim  of  LSE  mem- 
bers. Ultimately,  it  didn't  work;  it 
was  scrapped — in  its  entirety — in 
March  1993.  "The  design  of  the 
aborted  system  had  elements  of 
compromise  to  cover  the  interest  of 
all  the  various  constituencies,"  com- 
plained John    Lamb,    a  former 
NatWest  Bank  assistant  general  manager,  to  the  Daily 
Telegraph  in  1993.  "The  result  was  an  enormous  spider's 
web  of  connections." 


Instinet.  Furthermore,  the  exchange  became  em- 
broiled in  the  issue  of  whether  or  not  to  permit 
so-called  order-matching  trades  when  Tradepoint 
Financial  Network,  a  computerized  ex- 
change, went  live  last  September. 

The  LSE,  like  Nasdaq,  uses  a  quote- 
driven  system,  in  which  market  mak- 
ers profit  from  running  the  books  on 
stocks.  They  take  buy-and-sell  orders  at 
quoted  levels  and  complete  the  business 
within  stated  volumes,  charging  a 
commission  of  up  to  20  basis  points 
on  the  deal.  Other  exchanges  use  an 
order-driven  system,  which  matches 
up   buy-and-sell    requests  via 
computer. 

Costs  of  such  trades  are  at  least 
hall  those  charged  by  market  mak- 
ers. Instinet  and  Tradepoint  of- 


How  does  a  major  financial  institution  live  down 
such  a  blunder?  Not  easily.  "When  Taurus  was 
canceled,  a  common  perception  was  that  the  good 
Lords  of  London  were  in  decline,"  says  LSE's 
Vardey.  "Nothing  could  be  further  from  the  truth." 
Maybe,  but  the  LSE  did  little  to  prove  it.  The  ex- 
change's CEO,  Peter  Rawlins,  quit,  leaving  the  organiza- 
tion leaderless  for  more  than  a  year.  The  Bank  of  Eng- 
land, worried  about  the  effect  of  the  Taurus  collapse, 
parachuted  in  with  its  own  electronic  settlement  project 
called  Crest.  The  bank's  move  was  widely  regarded  as  a 
comeuppance,  and  more.  After  Crest  goes  live  this  sum- 
mer, an  estimated  $100.5  million  in  per-trade  revenues 
eventually  will  shift  away  from  LSE's  coffers  to  the  bank. 

Crest  also  strips  the  LSE  of  another  function  and  brings 
into  question  what  purpose  it  has  left.  "Since  Big  Bang 
the  exchange  has  lost  its  role  as  a  place,  as  a  regulator  and 
as  a  distributor  of  information,"  says  Rees  of  Deloitte  & 
Touche.  "So  why  do  the  members  need  an  exchange? 
To  provide  a  range  of  services,  of  which  settlement  was 
one  of  the  most  important.  It  has  been  the  glue  for  the 
members." 

The  continued  threat  to  its  functionality  may  be  be- 
hind the  LSE's  bullying,  competition-quashing  postur 
over  the  past  two  years.  Under  Rawlins's  succes- 
sor, CEO  Michael  Lawrence,  hired  in  1994,  the 
LSE  became  at  odds  with  a  host  of  technology- 
driven  competitors.  A  series  of  squabbles  ensued  that 
made  the  LSE  look  more  like  a  browbeater  with  Luddite 
tendencies  than  a  premier  world  marketplace. 

Since  the  late  1980s,  the  exchange  had  invoked  ' 
a  hitherto  little-used  rule  that  forbade  members  to 
publicly  offer  trades  on  electronic  services  at  better  prices 
than  those  offered  on  the  LSE.  This  rule  smacked  at  the 
business  of  computerized  brokerages,  such  as  Reuters's 


1273  PAPER  PROPHET  Chinese  emperor 
Kublai  Kbiin  put  his  seal  on  mulberry  bark 
paper  and  called  it  cash.  Counterfeiters  lost 
their  heads — end  of  story. 

fered  this  advantage  to  investors  in  London  and  got  some 
business.  This  apparently  chilled  the  LSE's  powerful  mar- 
ket-making firms  to  the  bone.  Technology  threatened  to 
knock  the  stuffing  out  of  their  profits  and  prominence, 
and  they  resisted  order-driven  trading. 

The  row  reached  a  peak  last  fall,  with  Tradepoint  at 
center  stage.  Last  June,  the  exchange  lost  the  fight.  The 
Securities  and  Investment  Board,  London's  market  reg- 
ulator, overturned  the  LSE's  rule  restricting  market  mak- 
ers from  using  rival  services.  In  January,  CEO  Lawrence 
was  ousted.  He  wasn't  available  to  comment  for  this  sto- 
ry, but  in  February,  The  Daily  Telegraph  reported  that 
Lawrence  told  a  Treasury  select  committee  that  the  ex- 
change's monopoly  grandstanding  was  at  the  behest 
of  large  member  firms  that  didn't  want  mar- 
ket share  or  earnings  to  be  cherry- 


picked  by  high- 


1401  THE  CHANGE  IN  SPAIN  Barcelona  was 

home  to  the  first  public  bank.  Dru  e-thru  n  indows  were 

not  provided  for  several  hundred  years. 
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Introducing  FedEx  interNetShips.MThe  most  useful  website  on  the  planet. 

If  you  thought  sending  e-mail  was  neat,  now  try  sending  a  package.  From  your  desk  or  your  couch  or 
anywhere  else,  if  you  have  access  to  the  Internet,  you  have  access  to  the  resources  of  FedEx. 
Stop  by  and  take  a  look.  You'll  see  that  ours  is  just  like  every  other  company's  website.  Only  useful. 


©1 996  Federal  Express  Corporation 


1555  CREMEOE  MINT 

Coins  with  milled  edges 
made  money  more 
durable,  first  in  Paris, 
then  throughout 

N Europe, 
v  tech  upstarts.  Hog- 
wash,  maintains 
Donald  Brydon, 
Barclays's  BZW 
deputy  chief 
executive. 
"The  market 
makers  clearly 
have  influ- 
ence," he 
says.  "We  have  no  fear 
of  change.  We  are  capable  of  adapting  to  change."  Adds 
the  LSE's  Vardey,  "We  welcome  competition.  It  is  good 
for  business  and  it  keeps  us  efficient." 

Vardey's  claim  to  efficiency  isn't  mere  talk.  In  a  $135 
million  program  called  Sequence,  the  LSE  has  quietly  up- 
graded and  streamlined  its  trading  and  information  sys- 
tems using  Tandem-based  Unix  software  and  internal  data 
networks.  "We've  taken  a  bowl  of  vermicelli  and  turned 
it  into  two  strands  of  fettuccine,"  says  Vardey  proudly. 
When  Sequence  is  fully  phased  in  this  summer,  the 


LSE  will  be  capable  of  sophisticated  order-matching, 
the  very  thing  its  members  were  so  strongly  against. 
Yet  in  March  the  LSE  board  capitulated.  It  will  intro- 
duce an  order-matching  system  for  the  FT-SE  100  in 
mid-1997.  What's  more,  Sequence  has  been  imple- 
mented on  time  and  on  budget,  something  the  ex- 
change could  not  manage  during  the  Taurus  program. 
As  was  the  case  with  Taurus  prior  to  its  failure,  Se- 
quence arguably  puts  the  LSE  ahead  of  other  exchanges 
struggling  to  upgrade  technology.  But  this  success  still 
does  not  help  the  LSE  find  its  footing  among  the  stam- 
pede of  tech-market  entrants.  If  the  exchange  fails  to 
find  that  footing,  its  future  as  an  international  play- 
er is  dubious. 

Yet  BZW's  Brydon,  who  is  on  the  LSE  board,  contends 
the  world  will  know  what  role  the  LSE  envisions  for  itself 
in  the  age  of  virtual  markets — soon.  "The  exchange  has 
struggled  with  its  vision  over  the  past  18  months,"  says 
Brydon.  "Technology  is  forcing  the  issues.  But  the  LSE  is 
in  the  final  stages  of  forming  a  strategy.  I  believe  our  crit- 
ics will  be  startled  at  its  clarity."  ■ 


LONDON  STOCK  EXCHANGE 

Brokers  banned  from  the  Royal  Exchange  due  to  their  ex- 
cessive rowdiness  founded  the  London  Stock  Exchange  in 
the  1760s.  They  first  met  in  a  coffeehouse  called  Jonathan's. 


LONDON'S  UPSTART  TRADEPOINT 
LEAPS  THE  TECHNOLOGY  GAP. 
INTEREST  IS  KEEN  AMONG  WORLDWIDE  MARKET  MAKERS. 


PENNWWISE 


Nestled  amid  the  trendy  shops  and 
eateries  of  London's  Covent  Gardens, 
tiny  Tradepoint  Financial  Network  is 
taking  on  London's  stuffy  financial  stal- 
warts, and  succeeding. 

Tradepoint  is  the  U.K.'s  first  all-elec- 
tronic stock  exchange,  an  officially  sanc- 
tioned rival  to  the  London  Stock  Ex- 
change (LSE)  running  entirely  on  PCs. 
The  brainchild  of  a  group  of  ex-LSE 
employees,  Tradepoint  went  live  last 
September.  It  is  the  only  market  outside 
the  City  of  London's  financial  district. 

That's  been  the  easy  part.  Unlike  the 
LSE's  grim,  gray  high-rise  on  Thread- 
needle  Street,  Tradepoint's  offices  are 
high  tech  and  highly  charged.  Comput- 
ers whir  Receptionists  clad  in  Versace 
;  :  be  about.  Shielded  by  a  high-security 
lu'tiike  door,  the  exchange's  50  em- 
..  connect  ih".  world  to  trading  in 
more  than  9Q0  of  the  U.K.'s  most  active 
stock  ;.  Cost  to  set  up  the  exchange:  a 
mere  $13.5  million.  Annual  cost  of 
operation:  just  $7  • 


Though  fast-paced  and  wired,  Trade- 
point  isn't  yet  undercutting  LSE  business. 
Its  volumes  remain  minuscule  when 
compared  to  those  of  the  LSE.  In  April, 
total  value  of  transactions  on  the  Trade- 
point  system  was  $39  million.  On  the  LSE 
the  same  month,  value  of  all  trades  was 
$246  billion. 

But  interest  in  Tradepoint  is  keen 
among  the  world's  major  market  makers 
anyway.  Why?  Largely  because  trades 
are  cheaper — a  lot  cheaper. 

Tradepoint's  transactions  are  order- 
driven;  that  is,  buy-and-sell  orders  are 
automatically  matched  and  instantly  ex- 
ecuted via  computer  for  instant  auction 
stocks.  There  is  no  middleman  to  charge 
commissions,  as  is  the  case  with  the  LSE's 
current  quote-driven  method.  An  LSE 
trade  can  cost  up  to  140  basis  points  of  a 
deal,  counting  commissions,  market- 
maker  spread  and  taxes.  Tradepoint's 
costs,  including  U.K.  duties,  is  five  basis 
points,  or  .05%,  according  to  CEO 
Michael  Waller-Bridge. 


This  has  prompted  more  than  60  ma- 
jor market  makers  to  sign  on  as  Trade- 
point  participants.  Mutual  and  pension 
funds  that  care  dearly  about  transaction 
costs,  such  as  Fidelity  Brokerage  Services, 
also  have  signed.  In  addition,  New  York- 
based  Bloomberg  Financial  Markets  will 
offer  its  approximately  200,000  financial 
professional  users  access  to  Tradepoint 
late  this  summer.  This  will  allow  traders 
in  62  countries  to  deal  in  the  U.K. 
market  from  their  desktops. 

Tradepoint's  order-driven  advantage 
over  the  LSE  will  begin  to  evaporate  next 
year,  when  the  exchange  moves  into  a 
system  that  allows  some  order-matching 
business.  But  Waller-Bridge  and  com- 
pany aren't  worried.  "We  think  it  is  great 
for  us  that  the  LSE  has  endorsed  the 
order-driven  market,"  he  says. 

Even  if  direct  local  competition 
siphons  off  some  order-driven  business, 
Tradepoint  can  still  easily  survive.  It 
needs  just  a  1%  to  2%  market  share  to 
break  even.  — N.R. 
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If  high  tech  is  your  company's  business,  then  your  business 
should  be  in  Arizona.  Because  we  have  the  trained  work  force 
to  help  you  grow  to  your  maximum  potential. 

Almost  1,300  high-tech  companies  now  call  Arizona  home.  And 
nearly  half  our  manufacturing  employment  is  in  high-tech  sectors. 
That's  50%  greater  than  the  national  average.  Our  high-tech  work 
force  is  growing  at  one  of  the  fastest  rates  in  the  country,  assuring 
a  strong  future  labor  pool.  Plus  our  universities  and  community 
colleges  provide  well-educated,  skilled  employees. 

But  that's  not  all.  In  Arizona,  your  company  benefits  from  a  "right 


to  work"  environment.  A  highly  developed  transportation  system. 
And  a  sophisticated  communications  network. 

So  it's  not  surprising  that  corporations  like  Honeywell,  Motorola, 
Intel  and  Microsoft  have  chosen  Arizona  as  the  place  to  grow, 

Give  your  high-tech  company  the  work  force  it  needs  to  ensure 
its  future  growth.  Just  call  the  Arizona  Department  of  Commerce 
at  1-800-528-8421  for  more 
information  and  assistance. 

Then  start  imagining  your 
company's  profits. 


Arizona 


Department  of  Commerce 


CAI  1-800-528-8421 

Arizona.  Consider  The  Possibilities. 


OTHER  VS.  BIG  BROKER 


THE  WORLD'S  LARGEST  COMPUTERIZED  BROKER 
GOES  TO  THE  MAT  WITH  THE  SEC.  BY  PAUL  KEDROSKY 


If  Jeff  Vinik  had  done  all  his  Magellan  Fund  trad- 
ing on  Instinet,  his  technology  stock  unloadings 
would  have  remained  anonymous  and  far  more  dis- 
creet. No  nosy  middleman  would  have  picked  up  the 
news  that  Fidelity  was  dumping  Micron.  Only  In- 
stinet's  computers  would  have  been  the  wiser.  And  Vinik 
might  still  be  employed  by  Fidelity. 

Tales  like  this  are  spurring  the  growth  of  Instinet,  now 
the  world's  largest  computerized  broker- 
age. Its  advantages — anonymous  trading, 
access  to  the  world's  markets  and  low 
trading  costs — have  caught  on.  With 
5,400  terminals  internationally,  Instinet 
is  stealing  broker  business,  threatening 
traditions  and  changing  the  way  regula- 
tors think  about  markets.  Indeed,  it  is 
blurring  the  difference  between  an  ex- 
change and  a  broker. 

Not  surprisingly,  Instinet  is 
catching  heat.  Brokers  fight  to 
keep  its  terminals  out  of  town. 
Stock  exchanges  steer  mem- 
bers away  from  it.  And  the  Se- 
curities and  Exchange  Com- 
mission seems  poised  to  deal  it 
a  blow.  In  a  ruling  that  may  have 
wide  implications  for  technology 
use  in  the  market,  the  SEC  will  de- 
cide soon  whether  to  force  Instinet 
users  to  quote  the  same  price  pub- 
licly that  they  quote  privately  (and  lower)  on  Instinet. 
"The  SEC's  proposed  changes  would  regulate  away  the 
benefits  of  technology,"  warns  Junius  Peake,  professor  of 
finance  at  the  University  of  Northern  Colorado.  It  could 
also  regulate  away  Instinet. 

Instinet — short  for  Institutional  Network — began  op- 
erating in  1969  and  was  cofounded  by  Jerome  Pustilnik, 
a  former  research  director  of  Spingarn  Heine.  Reuters 
bought  this  company  in  1987. 

Instinet's  beauty  is  its  simplicity.  The  company  pro- 
id  users  with  proprietary  terminals  for  free;  Instinet 
makes  money  by  charging  commissions.  Only  institutions 
and  brok  rs  :  re  allowed  to  use  the  system.  They  can  trade 
stocks  iu-U'ci  on  anj  of  16  exchanges  on  which  Instinet  is 
a  member— from  Sine  kholm  to  London.  Instinet's  "mar- 
ket" is  always  open.  Trades  are  faceless  and  nameless.  In- 
stinet commissions  undercut  thi  se  of  brokers  such  as  Mer- 


1600S  WEIGH  UNCOOL  In  Amsterdam, 
bankers  upset  royalty  by  re-valuing  coins 
according  to  the  weight  of  their  metal. 


rill  Lynch  or  Goldman  Sachs  by  as  much  as  75%.  It's  no 
wonder  that  Instinet's  volumes  have  zoomed  up:  Indus- 
try sources  suggest  that  Instinet's  volume  has  grown  from 
under  10  million  shares  per  day  in  1987  to  more  than  100 
million  shares  today. 

Most  of  this  volume  is  siphoned  off  Nasdaq.  By  al- 
lowing anonymous  trading  that  is  well  inside  the  notori- 
ously wide  bid-and-ask  Nasdaq  spread,  Instinet  has  won 
a  huge  following  among  Nasdaq  in- 
vestors and  dealers.  How  huge? 
Depending  on  the  day,  Instinet- 
based  trades  account  for  about 
20%  of  Nasdaq's  volume.  So  suc- 
cessful is  the  company  that  its 
995  revenues  equaled  $376  mil- 
lion, up  31%  from  the  year  be- 
fore. U.S.  revenues  accounted 
for  86.8%  of  the  total. 

For  all  its  advantages,  In- 
stinet didn't  capture  the  atten- 
tion of  fund  managers  until  af- 
ter the  1987  stock  market  crash. 
Institutions,  weaned  on  a  decade 
of  spectacular  market  growth, 
started  looking  for  ways  to  cut 
costs  and  improve  performance. 
Enter  Instinet. 

The  lure  was  deeply  discounted 
transaction  costs.  Transaction  costs 
have  come  to  mean  commissions, 
and  Instinet's  penny  a  share  beats  Wall  Street's  usual  4 
to  5  cents  a  share.  But  that's  only  the  tip  of  what  Instinet 
executive  vice-president  Richard  Schenkman  calls  the 
"transaction-cost  iceberg."  This  includes  the  cost  associ- 
ated with  so-called  market  impact — making  sure  a  trade 
happens  at  the  right  price  and  at  the  right  time. 

To  understand  the  importance  of  market  impact,  you 
have  to  understand  how  trades  happen  and  the  ways  in 
which  they  can  go  wrong.  Take,  for  example,  Fidelity's 
disastrous  Micron  trades.  You  might  recall  that  Vinik's 
troubles  began  last  October  with  a  little  gossip.  The  then- 
portfolio  manager  of  Fidelity's  $56  billion  Magellan  Fund, 
Vinik  sold  1.3  million  shares,  or  11%,  of  his  holdings  in 
Micron  Technology. 

Vinik  was  once  bullish  on  Micron.  Fidelity  made  38%- 
plus  paper  gains  on  its  bet  on  the  stock.  By  the  end  of 
November,  Vinik  bailed  out  of  semiconductor  shares, 
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"Nothing  we've  found  does 
what  Cashe  does  today." 

-  Phil  Clements,  Partner,  Corporate  Finance,  Coopers  &  Lybrand  LLP 


"We've  been  looking/or  this  kind  of  software 
for  years, "  senior  partner  Clements  said. 
"We  even  tried  developing  it  ourselves. 
Cashe  simply  did  it  better. " 

When  you're  as  big  as  a  "Big  Six"  consult- 
ing firm,  changing  to  a  new  software 
program  can  have  a  major  impact  on  your 
business.  So  before  Coopers  &  Lybrand 
standardized  its  Financial  Advisory 
Services  practice  on  an  enhanced  version 
of  Cashe,  you  can  be  sure  they  put  it 
through  some  highly  rigorous  testing. 

Why  Cashe? 

Coopers  &  Lybrand  chose  Cashe  because  of 
its  ability  to  do  analysis,  financial  forecasts 
and  sophisticated  valuations  in  less  time, 
and  with  greater  accuracy. 

"Cashe  is  a  complete  tool  for  us, "  he  said. 
"Itfunctions  well,  each  iteration  comes 
down  complete,  and  it's  easy  to  customize 
in  the  key  areas  of  analysis  we  need  most. " 

"It's  good  for  our  clients  too  because  we 
can  offer  them  more  substantive  ideas  about 
how  to  enhance  the  value  of  their  business. 
Not  many  firms  are  doing  that  today,  so 
that's  a  real  competitive  advantage." 

Beyond  Spreadsheets 

Not  just  another  spreadsheet  template, 
Cashe  is  a  complete  application  which 
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Import  your  data  from  your  current  spreadsheet,  or 
enter  it  directly.  Analyze  any  business  using  a  complete 
suite  of  detailed  financial  ratios  and  powerful  analysis 
tools.  See  the  impact  of  changing  assumptions  on 
sales,  cash  flow,  profit  and  more. 

provides  a  modeling  solution  for  compre- 
hensive financial  forecasting.  Its  ready-to- 
run,  self-adjusting  model  manages  the 
complex  relationships  between  financial 


data  and  business  assumptions  with 
complete  accuracy  and  consistency. 

Using  Cashe,  you'll  build  alternative  scenar- 
ios and  compare  them  side  by  side.  Modify 
assumptions  across  multiple  analyses  with- 
out breaking  your  model.  Include  industry 
comparisons.  Test  the  effect  of  changing 
prices,  adding  product  lines,  make-vs.-buy 
decisions  and  other  mission-critical  issues. 
Then  create  and  print  presentation-quality 
graphs  and  tables. 

Cashe  Answers 

Vital  Business  Questions 

Like  These ... 

•  What's  our  company's  value? 

•  Whats  our  financial  future? 

•  How  profitable  are  we? 

•  How  much  do  wc  borrow? 

•  How  do  we  stack  up  against 
the  competition? 

"****%  stars"  (out  of  5) 

Recomputing 

Send  for  Your 

FREE 

I  Ca$he  Demo 
Disk  Now 

We'll  send  you  a  comprehensive'  demo  disk  showing 
Cashe  in  action.  If  you  like  what  you  see,  call  or  fax  us 
with  your  credit  card  or  purchase  order  number  and 
w  e  ll  hill  you  just  01,095  plus  shipping  and  handling. 

OR...Buy-It-Now  Option  ...  Save  8100.  If  you 
already  know  you  want  Cashe.  don't  wait.  Order  a 
full  working  copy  now  for  £995  plus  shipping  and 
handling.  If  you're  not  satisfied,  return  the  software 
in  M)  days  for  a  full  refund. 

Call  1-800-993-3600 

Fax  to:  1-617-899-1100 
E-mail:  Info@bniatters.eom 

Reference  your  confirmation  code:  tiA114 

( )r,  download  our  demo  from  the  Web: 
http://www.bmatters.com 

Ask  about  our  new  Cashe  VAR  program...eam  margins 
ol  up  to  55%  and  generate  more  revenue  providing 
installation,  training,  consulting  and  support  services. 
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selling  Micron,  Motorola,  National  Semiconductor  and 
Alliance  Semiconductor. 

Vinik's  Micron  play  wasn't  supposed  to  be  public.  But 
the  market's  broker-dealer  grapevine  got  wind  of  Vinik's 
sell-off,  triggering  a  wider  market  exodus.  Micron's  stock 
weathered  the  run,  fluctuating  between  $54.25  and 
$77,125  per  share  in  the  period.  But  that  was  off  consid- 
erably from  its  September  high  of  $94.75. 

Why  the  leaks?  Too  many  players.  First,  Fidelity's 
traditional  broker  had  to  find  someone  who  would 
buy  the  Micron  shares.  Second,  this  buyer  had 
to  be  willing  to  buy  at  the  current  quoted 
price.  Finally,  the  buyer  had  to  want  the 
amount  Fidelity  was  selling.  Presumably,  for 
the  Micron  trades,  Fidelity  called  a 
particular  brokerage  because  of  its  past 
success  at  finding  Micron 
buyers.  But  this  time  the 
broker  may  not  have  had  a 
buyer  or  enough  buyers. 
Therefore,  that  broker  had 
to  shop  the  stock  around, 


and  in  the  process,  may 
have  leaked  word  of 
Fidelity's  sell-off  to 
other  clients. 

The  financial  com- 
munity is  a  gossipy,  in- 
cestuous place.  Once 
word  gets  out,  traders 
may  "piggyback"  on  a 
big  order.  Traders 
might  sell  or  short 
the  stock,  thinking 
that  a  fund  manager 
knows  something  they  don't. 
This  may  seem  harmless,  but 
the  Street  tittle-tattle  has  huge 
market  consequences.  Accord- 
ing to  the  Plexus  Group,  a  consulting  firm,  more  than 
two-thirds  of  the  orders  that  an  institution  tries  to  fill 
for  a  given  stock  exceed  half  of  that  stock's  daily  vol- 
ume— a  recipe  for  radical  price  changes  if  it's  not  done 
quietly. 


holders  of  the  market's  status  quo.  In  particular,  Instinet 
has  upset  the  pecking  order  in  the  clubby  world  of  mem- 
ber-owned exchanges.  "For  years  the  brokers  have  been 
the  keepers  of  the  asylum,"  says  Professor  Peake. 

Unwilling  to  part  with  any  piece  of  their  profitable  turf, 
brokers  have  tried  to  prevent  Instinet  from  encroaching  on 
their  business.  In  London,  for  instance,  a  stock  exchange 
rule  that  protected  its  brokers  kept  Instinet  a  bit  player  in 
the  European  market  for  years.  But  the  rule  was  finally 
overturned  last  year.  Fn  Canada,  every  major  Canadian  bro- 
ker lined  up  against  Instinet's  entry  into  the  market.  The 
Toronto  Stock  Exchange  granted 
it  membership,  but  the  company 
was  unable  to  install  terminals  at 
institutions  due  to  broker  resistance. 
The  Ontario  Securities  Commission 
finally  gave  Instinet 
permission  in  late 
1995  to  bring  ter- 
minals into  Canada 
and  serve  as  an  in- 
ternational dealer. 

Instinet's  big- 
gest opponent  could 
turn  out  to  be  the 
SEC.  Late  last  year 
the  SEC  proposed 
revisions  to  its  pub- 
lic-quote rule,  which 
stipulates  that  brokers 
must  not  play  fa- 
vorites with  prices 
and  sources.  The 
new  policy  calls 
for  users  of  elec- 
tronic networks  to  quote  the 
same  price  publicly  as  they 
would  privately  and  to  reveal 
the  source  of  their  price  as  they 


nstinet  allows  megafunds  and  other  traders  to 
bypass  the  leaky  world  of  brokers.  Money  man- 
agers can  sell  a  stock  anonymously  and  in  relatively 
small  and  inexpensive  pieces.  (A  typical  trade 
amounts  to  less  than  10,000  shares.)  A  big  institu- 
tion may  do  tens,  or  even  hundreds,  of  such  trades  to  get 
out  of  a  stock.  No  one  knows  the  fund  is  looking 
to  sell  it;  position  in  the  stock.  That's  good  for  the  mar- 
ket, becausi  it  reduces  volatility.  Reduced  volatility  is  good 
for  institutions  and  their  clients — they  can  buy  and  sell 
at  better  prices. 

What's  good  for  the  market  hasn't  necessarily  been 
good  for  Instinet.  h      owing  popularity  irks  the  up- 


1 950  PROTO  PLASTIC  With  a  cardboard 
card  accepted  at  28  Manhattan  restaurants,  Frank 
McNamara  mutated  money. 

\  quote  on  Instinet.  This  would  wipe  out  Instinet's  num- 
ber-one benefit  for  institutions — better  prices. 

The  SEC  could  devastate  Instinet  and  chill  future  tech- 
nological innovations  in  the  marketplace.  "The  SEC's 
proposed  revisions  to  the  public-quote  rule  are  virulently 
antitechnology,"  says  Sam  Miller,  a  partner  in  the 
New  York  office  of  the  San  Francisco  law  firm  Orrick, 
Herrington  &  Sutcliffe.  The  SEC  is  expected  to  make  a 
recommendation  on  the  revision  sometime  in  the  future. 

Instinet's  Schenkman  argues  against  the  new  rule,  not- 
ing that  such  competition,  high-tech  or  not,  is  the  only 
guarantor  that  can  maintain  lower  prices.  And  as  long  as 
Instinet  can  survive  anticompetitive  measures,  tradition- 
al brokers  are  going  to  pay  a  price.  They  are  likely  to  frag- 
ment, with  high-commission,  research-oriented  compa- 
nies (such  as  Goldman  and  Lehman)  at  one  end  and 
low-commission  agency  traders  (such  as  Charles  Schwab) 
at  the  other.  The  result:  a  further  blurring  of  the  differ- 
ence between  an  exchange  and  a  broker.  ■ 
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POWERFUL  IBM  APTIVA  MULTIMEDIA  SYSTEM  LOADED  WITH  SOFTWARE 
CD-ROM  DRIVE  RUNS  TODAY'S  MOST  EXCITING  &  POWERFUL  PROGRAMS 
ON-LINE  READY  FOR  THE  INTERNET  &  COMMUNICATING  VIA  E-MAIL 
EASILY  EXPANDABLE— AND  SYSTEM  CAN  GROW  AS  STUDENT'S  NEEDS  GROW 


RadioShack 


You've  got  questions. 
We've  got  answers  f 


FF-OFF  WALL  STREET 

IN  THE  WIRED  AND  WOOLLY  WEST,  THE  ARIZONA 
STOCK  EXCHANGE  MAKES  ITS  PLAY.  BY  GEOFF  BAUM 


hob  1 1 1.  billions  of  dollars  involved  in  risky  deriva- 
H rives  markets  keep  traders  abuzz  with  excitement. 

But  for  Kidder  Peabody's  Steve  Wunsch  it  just 
m  wasn't  enough.  So  Wunsch  left  his  VP  position  at 
1SH  Kidder  and  in  1992  created  the  coun- 
try's only  virtual  stock  exchange — in  Phoenix. 

Wunsch's  Arizona  Stock  Exchange 
(AZX)  has  no  trading  floor,  no  members 
and  no  specialists.  Instead,  it  is  a  four- 
room  office  filled  with  worksta- 
tions. Qualified  institutional  in- 
vestors (private  investors  are  not 
allowed)  just  need  AZX's  software, 
a  modem  and  an  IBM  compatible 
to  connect  to  the  exchange. 

But  that  connection  lasts  only 
two-and-a-half  hours  a  day. 
Thanks  to  an  SEC  directive, 
AZX  operates  from  3  p.m.  to  5:30 
p.m.  Eastern  time  each  business  day, 
after  New  York-based  exchanges 
close.  All  NYSE,  American  Stock  Ex- 
change and  Nasdaq  national  market 
issues  can  be  traded  on  AZX  during 
this  narrow  time  window.  For  two 
hours,  the  exchange's  computers 
continually  seek  and  match  share 
prices.  At  5  p.m.  and  again  at  5:30 
p.m.,  the  computers  conduct  AZX's  two  daily  auctions, 
executing  all  matched  orders.  Eligible  trades  for  each 
stock  occur  simultaneously  and  at  one  price. 

By  cutting  out  the  middleman,  AZX  slashes  commis- 
sions. Trades  average  a  penny  per  share,  versus  the  4  cents 
to  6  cents  charged  at  the  New  York-based  exchanges. 
Trading  is  also  anonymous — institutional  investors  move 
in  and  out  of  securities  without  attracting  the  attention 
of  brokers  and  other  traders. 

It  sounds  good.  But  many  investors  still  haven't  heard 
of  the  AZX.  That's  kept  volumes  low  and  unstable.  The 
exchange  has  averaged  only  500,000  shares  a  day  over  the 
past  three  years,  a  negligible  portion  of  the  NYSE's  aver- 
age daily  volume  of  333  million.  In  addition,  about  95% 
of  AZX's  orders  remain  unfilled  at  market  close.  The  com- 
puters can't  always  match  orders,  owing  to  insufficient 
volume  in  some  stocks  or  occasional  discrepancies  be- 
tween bid  and  ask  prices. 

In  1996  daily  activity  has  dropped  to  an  average  of 


1950S  YAWN  DISTANCE  With  few 
phone  lines  between  overseas  bank  branches 
and  headquarters,  connections  were  left 
open  all  day  whether  needed  or  not. 


300,000  shares.  Wunsch's  explanation  for  the  lower  vol- 
ume: It's  the  SEC's  fault.  Wunsch  blames  SEC  regulations 
that  limit  trading  to  nonprime-time  hours  for  AZX's  fail- 
ure to  attract  more  customers.  Relegated  to  after-hours 
trading,  the  Arizona  exchange  has  consistently  lost  busi- 
ness to  other  alternative  systems,  such  as  POSIT's  match- 
ing network,  that  have  already  received  SEC  ap- 
proval to  operate  during  market  hours. 

Wunsch  has  battled  the  SEC  from 
the  beginning.  When  AZX  applied 
for  SEC  approval  in  1990,  the  com- 
pany experienced  difficulties  like 
those  faced  by  previous  market  in- 
novators. First,  the  regulator 
didn't  know  how  to  classify  AZX's 
untraditional  system.  Second,  es- 
tablished exchanges,  fearing  in- 
creased competition,  lobbied  the 
SEC  to  reject  AZX's  innovative 
proposal. 
SEC  officials  eventually  com- 
mised.  They  granted  AZX  an  exemp- 
tion in  1991,  allowing  the  company  to  run  a  lim- 
ited-volume exchange.  But  in 
deference  to  big-market  players, 
AZX  was  permitted  to  trade  only  in 
off-market  hours.  This  didn't  make 
Wunsch  especially  happy. 
Wunsch  nevertheless  remains  optimistic  about  the  ex- 
change's future.  On  June  3  AZX  finally  received  approval 
to  conduct  a  market  hours  auction,  but  only  for  Nasdaq 
stocks.  Even  with  the  strict  SEC  regulations  limiting  trad- 
ing hours,  AZX  had  already  attracted  some  top  institu- 
tions, CALPERS  and  the  Vanguard  Group,  among  them. 
With  the  new  SEC  approval,  Wunsch  believes  the  ex- 
change can  further  expand  its  customer  base. 

Since  AZX  is  dependent  on  commissions  as  its  sole 
source  of  revenue;  expansion  is  important.  And  with  a 
12-person  staff  and  small  offices  in  Phoenix,  San  Fran- 
cisco and  New  York,  AZX  needs  to  trade  only  700,000 
shares  per  day  to  turn  a  profit.  At  the  current  average  of 
300,000,  Wunsch  is  almost  halfway  there.  ■ 


NASDAQ 

In  1971  its  automated  quotation  system  made  Nasdaq 
the  world's  first  stock  market  without  a  trading  floor. 
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The  new  numbers  are  in  on  e.Schwab 


Introducing  a  New 
Low  Commission  from  the 
Leader  in  Electronic  Brokerage. 


Schwab  is  #1  in  automation. 


Smart  Money 

July  1996 


e.Schwab's  new  low  price:  $29.95. 

Now  an  e.Schwab  Online  Investing'"' 

account  is  an  even  smarter  decision. 
You'll  pay  just  $29.95  per  equity  trade  up 
to  1,000  shares  and  you'll  get  all  this: 

•  Confirmation 
of  market 
orders  in 
seconds. 

•  Charting  and 
graphing 
capabilities. 

•  Access  to 
news  and 
company 
reports. 


Get  complimentary 
e.Schwab  software 

when  you  open  your 
account.  Plus: 

•  One  company  report 

•  60  minutes  of 
access  time  to  S&P 
MarketScope® 

•  One  month  of  Reuters 
Money  Network 

It's  a  $140  value. 


Schwab  executes  over 
one-third  of  the  entire  industry's 
retail  online  trades. 

When  SmartMoney  magazine  rated  the 
major  discount  brokers  in  a  number  of 
categories,  Schwab  came  in  number  one 
in  automation.  That  means  you'll  have 
some  definite  advantages  with  Schwab. 

•  More  confidence:  Schwab  has  been 
a  leader  in  online  investing  for  over 
a  decade. 

•  More  accessibility:  Our  system  has 
been  designed  for  high-volume  days 
when  the  market  is  moving  fast. 

•  Faster  service:  Our  goal  is  to  answer 
your  phone  calls  within  60  seconds. 


More  good  numbers 
on  e.Schwab 


$000 1  N°  Schwab  charge  for 


$Q00 


connect  time. 

Open  your  account  by  December 
31, 1996  and  you'll  never  pay  a 
quarterly  fee  for  the 
life  of  your  account, 


Open  your  account  now 

and  the  portfolio  management 
software  is  on  us.  Plus,  we'll  waive 
the  quarterly  fee. 

1-800-e-Schwab 

ext.  104  http://www.schwab.com 


e.schwab" 

online  Investing  from  w  Charles  Schwab 


©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (8/96)        *SmartMoney  is  a  joint  venture  of  Dow  Jones  &  Co..  Inc.  and  Hearst  Publications. 


JHn  thi;  1980s  t h e  I  okyo  Stock  Exchange  (TSE)  sym- 
Mjolized  Japan's  status  as  an  economic  superpower.  It 
■  eclipsed  the  New  York  Stock  Exchange  to  become 
JHLthc  world's  largest  stock  market  In  the  end  of  1(>S_. 
i^jBy  December  1989,  the  market  capitalization  of  the 
TSE  reached  some  600  trillion  yen — or  $4.3  trillion. 

But  with  the  collapse  of  Japan's  so-called  bubble  econ- 
omy in  the  1990s,  the  TSE  has  lost  much  of  its  glory.  An- 
nual trading  volume  last  year  was  92  billion  shares — less 
than  half  of  the  1989  levels.  Japan's  incipient  economic 
recovery,  and  last  spring's  rebound  of  the  Nikkei,  are  un- 
likely to  brighten  the  exchange's  tarnished  image.  And  as 
if  this  weren't  enough,  the  once-proud  TSE  faces  anoth- 
er challenge:  technology. 

Consider  these  troubling  words  from  a  recent  report 
by  Nomura  Research  Institute:  "Compared  to  the  Euro- 
pean and  North  American  exchanges... the  Tokyo  Stock 
Exchange  looks  like  a  market  where  time  has  stopped. 
The  fact  remains  that  market  participants  in  Japan  have 
no  opportunity  to  use  the  highly  advanced  automated 
trading  systems  that  are  becoming  commonplace  in  Eu- 
rope and  North  America.  Nor  is  it  likely  that  they  will 
have  such  opportunities  soon.  Something  is  wrong." 

Something  is  very  wrong.  In  April  the  TSE  announced 
plans  to  upgrade  its  computer  system.  Industry  sources 
say  that  the  exchange  has  yet  to  come  up  with  a  concrete 
plan.  Frustrated  securities  industry  officials  admit  frank 
discussion  of  technology  issues  at  the  TSE  is  nearly  im- 
possible. Worse,  the  exchange  has  decided  to  spread  the 
process  over  an  eight-year  (yes,  eight-year!)  period  to  deal 
with  any  controversies  that  might  arise  as  a  result  of  the 
plan  it  finally  settles  on. 

Behind  this  dillydallying  are  the  same  vested  interests 
that  have  slowed  automation  efforts  in  the  past.  Opposi- 
tion comes  mainly  from  the  exchange's  powerful  labor 
unions  and  the  "Saitori."  The  Saitori  are  order  clerks 
whose  function  is  similar  to  that  of  specialists  at  the  New 
York  Stock  Exchange,  but  who  lack  the  capacity  to  trade 
fo  th  :'  own  account.  Japan's  small-  and  medium-size 
i  rok<  1  >,  many  oi  w  hich  are  under  financial  strain  thanks 
dip  in  volumes,  are  also  wary  of  major  upgrades, 
nfort  unately  for  TSE,  this  is  an  old  story.  In  1982  the 
exchange  introduced  CORES  (Computer-Assisted  Order 
Routu  •  and  i  xecution  System).  The  equipment,  pro- 
vided by  japan's  1  litachi,  can  process  large  numbers  of 


orders  at  high  speeds.  But  this  14-year-old  system  is  still 
not  used  to  its  full  potential  because  of  internal  resistance. 

In  1991  another  automation  project  went  into  opera- 
tion. This  one  was  designed  by  computer  giant  Fujitsu  to 
simplify  trading-floor  paperwork.  It  was  set  up  to  con- 
nect the  brokers'  order-entry  terminals  to  the  TSE's  host 
computer.  But  this  system  is  usually  utilized  only  at  the 
beginning  ot,  and  during,  each  session,  but  only  for  trades 
of  fewer  than  3,000  shares.  Larger  trades  are  conveyed 
the  old-fashioned  way — bargains  are  shouted  out  on  the 
floor,  and  the  Saitori  manually  input  information  to  com- 
plete the  transaction. 

Order  terminals  are  another  problem  in  Japan.  Most 
U.S.  and  European  exchanges  use  "open"  systems,  which 
allow  member  firms  to  choose  their  own  remote  termi- 
nals. In  Japan,  brokers  must  use  the  terminals  provided 
by  the  exchange.  The  TSE  limits  the  number  of  terminals 
to  16  because  of  the  system's  capacity,  and  brokers  aren't 
allowed  to  modify  some  of  them.  "You  cannot  even  move 
them  without  first  obtaining  the  permission  of  the  ex- 
change," says  Yasuyuki  Fuchita,  a  senior  economist  at  No- 
mura Research  in  Tokyo. 

The  official  explanation  for  this  illogical  flouting 
of  technology?  It's  a  quaint  one.  The  TSE  says  it 
wants  to  maintain  the  spirit  and  drama  of  the  tra- 
ditional trading  floor.  Securities  industry  officials 
tell  a  different  story.  They  contend  that  the  real 
reason  is  pressure  from  labor  unions  and  the  Saitori  not 
to  replace  jobs  with  computers. 

Fuchita  also  argues  that  the  problem  is  an  absence  of 
competitive  pressure,  which  would  help  to  spur  reform. 
There  has  been  some  pressure,  but  the  TSE  faces  few  di- 
rect challenges  to  its  status.  There  is  no  other  securities 
market  operating  in  the  same  time  zone  that  has  enough 
liquidity  to  trade  Japanese  securities.  Unlike  regional  ex- 
changes in  the  United  States  that  vie  for  business  with 
the  NYSE  or  Nasdaq,  Japan's  eight  exchanges  act  like  re- 
gional monopolies.  There  is  no  government  effort  to  force 
them  to  compete. 

Don't  expect  that  to  change  soon,  either.  The  last  time 
a  major  discussion  of  reform  occurred  was  in  the  late  '70s, 
during  the  TSE's  100-year  anniversary.  "Everyone  under- 
stands that  we  need  some  change,"  says  Fuchita.  "I  hope 
that  we  won't  have  to  wait  another  100  years."  ■ 


60     trri-:     ASAP     August  26.1  996 


EXCHANGE  ON  THE  EDGE 

RC  IS  COMING,  BUT  THE  HONG  KONG 
STOCK  EXCHANGE  THRIVES.  BY  UMBERTO  TOSI 


The  gorilla  and  the  Stradivarius:  Alan  B.  Kamman  says 
he  often  heard  the  story  while  interviewing  executives, 
government  leaders  and  journalists  concerned  with  the 
future  of  Hong  Kong  after  it  passes  into  the  hands  of  the 
People's  Republic  of  China  on 
July  1,  1997.  The  story  goes 
like  this:  The  gorilla  blinks  into 
the  violin's  deep  gloss, 
sniffs  the  polished  wood, 
runs  his  paws  over  its 
curving  shape. 
He  plucks  Jjy^' 
the  strings 
and  cocks  his 
head 
happily 
at  the  in- 
strument's 
golden  tone. 
Then  he  bows  one 
perfect,  lyric  note 
Everyone  applauds:  a  mira 
Then  he  crushes  it. 

"No  one  thinks  the  leaders  in  Bei- 
jing are  out  to  ruin  Hong  Kong,"  says  Kamman, 
managing  director  of  the  Global  Group,  an  internation- 
al consultancy  business.  "But  the  worry  is  that  going  back 
decades,  there  is  no  official  tradition  of  democracy  or  cap- 
italism in  mainland  China." 

I  long  Kong,  on  the  other  hand,  is  the  place  where  cap- 
italism is  practiced  in  its  purest  form — a  Stradivarius  of 
the  free  market.  Like  the  gorilla  with  the  violin,  "Beijing 
may  love  Hong  Kong  and  its  business,  but  not  know  how 
or  what  to  do  with  it,"  says  Kamman. 

So  far,  the  Stock  Exchange  of  Hong  Kong  has  regis- 
tered little  concern  over  Beijing's  takeover.  "It  reflects 
mood  as  well  as  economic  data,"  says  Kamman,  "and  the 


Hang  Seng  [Hong  Kong's  index]  has  been  reasonably  pos- 
itive, at  least  in  the  first  half  of  this  year.  That's  because 
business,  particularly  large  corporate  business,  seems  like- 
ly to  fare  well  in  the  future." 

The  Hong  Kong  exchange  thrives  on  the  edge 
in  more  ways  than  one.  On  the  edge  of  the 
mainland,  it  is  an  aorta 
of  hard  currency 
for  the  industri- 
ous Chinese. 
By  some  esti- 
mates, more 
than  70% 
of  its  listed 


973  CALLS  AND  PUTS 

The  world  money  market  becomes 
a  giant,  laborious  phone  bee. 


corporations 
do  business  on 
the  mainland — 
providing  hard  cur- 
rency to  fund  China's 
development.  It's  also 
on  the  edge  of  a  new 
Beijing-controlled  era, 
with  all  its  edgy  un- 
certainties. Yet  the  ex- 
change grew  35.5%  in 


the  past  year;  average  daily  volume  was  1.3  billion  shares 
for  April.  Its  listed  domestic  shares  had  a  market  value 
of  more  than  $341.4  billion  as  of  April  1996.  This  moved 
the  Hong  Kong  stock  exchange,  the  second  largest  in 
Asia  after  Tokyo,  from  ninth  to  eighth  among  the  world's 


TOKYO  STOCK  EXCHANGE 

Corporations  didn't  exist  in  Japan  until  the  National  Bank 
of  Japan  was  created  in  1872.  In  1878  another  corpora- 
tion formed-The  Tokyo  Stock  Exchange  Co.  Ltd.  A  prof- 
it-making corporation  at  the  time,  it  was  changed  in  1948 
to  a  non-profit  membership  organization. 


KOREA:  QUICK  TO  COMPUTERIZE 

m   i    i  vo  exchange's  mated  Trading  System  (SMATS),  that  it  purchased  two  Unisys  servers  to  im- 

tr?d  attempt  to  move  toward  electronically  matches  orders  for  97%  prove  SMATS's  performance  and  increase 

om  mterization,  the  Seoul-based  Ko-  of  trades  involving  listed  stocks.  trading  capacity.  KOSCOM  additionally 

V  Exchange  (KSE)  is  quickly        And  Korea  Securities  Computer  ordered  36  Tandem  servers  in  1995, 

i      •'      lology.  In  1988  Corp.  (KOSCOM),  an  affiliated  company  linking  the  exchange  with  major  bro- 

computerized  that  is  the  technology  service  arm  of  the  kerage  houses  and  their  branch  offices 

kMarketAuto-  exchange,  upgrades  continually.  In  1994  throughout  South  Korea.         — G.B. 


62     FORBES  ASAP     August   2  6,1  996 


na  ror  your  main  course,  they 
make  you  chase  the  cow. 


You're  ready  to  dive  in.  You  want 
to  enhance  your  products  and  ser- 
vices by  placing  the  power  of  the 
Web  directly  inside  them.  But 
first  you  need  the  proper  tools  — 
flexible  technology  that  works 
across  any  platform,  with  compo- 
nents that  can  be  served  up  and 
implemented  in  a  hurry.  You  also 


May  we  suggest. ..Look  into 
Spyglass.  We're  the  only  partner 
that  offers  Web  technology  kits 
to  order.  We  cater  our  tech- 
nology to  fit  your  needs,  not  the 
other  way  around.  Our  unique 
client/server  components  can 
be  placed  directly  into,  well, 
anything.  Financial  software? 


want  good  service  —  a  partner  www.spyglass.com  Indeed.  Hardware?  Hardly  a 
who  works  with  you  and  delivers  on-time.  problem.  PDAs?  Absolutely.  If  you're  ready 
Unfortunately,  when  it  comes  to  the  truly  to  open  a  whole  new  world  of  opportunity  to 
customized  multi-platform  support  you're  your  business,  your  products  and  customers, 
looking  for,  many  Web  technology  providers  then  contact  Spyglass  today.  We'll  help  you 
are  out  to  lunch.  Make  The  Net  Work. 


S  PYG  LASS 

Make  The  Net  Work 


Spyglass,  the  Spyglass  logo,  and  "M.iU  The  Net  Work"  are  trademarks  ol  Spyglass,  Inc.  For  inquiries  call  1-708-245-6615. 


SINGAPORE  CLOBBERS  THE  MARKET 


In  1989  the  Stock  Exchange  of  Singa- 
pore (SES)  became  one  of  the  world's 
first  fully  computerized  exchanges.  It's 
a  good  thing.  With  a  burgeoning  econ- 
omy, a  domestic  savings  rate  approach- 
ing 50%  and  newly  liberalized  invest- 
ment regulations, 
'Lv  the  exchange  was 
\       *u      set  to  take  off. 

The  SES 
implemented 
a  system  called 


Central  Limit  Order  Book  (CLOB),  a 
trading  application  developed  in-house 
to  be  run  on  a  Hewlett-Packard  plat- 
form. CLCJB  automated  the  trading 
process,  eliminated  the  exchange's  trad- 
ing floor  and  substantially  increased  mar- 
ket capacity. 

By  how  much?  Annual  volume  in 
1993  reached  66  billion  shares,  a  300% 
increase  over  1989  levels.  The  875  mil- 
lion shares  traded  on  Dec.  29,  1993, 
dwarfed  the  comparable  pre-CLOB  mark 


of  85.7  million  shares  by  a  factor  of  10. 

So  far,  the  increased  volume  hasn't 
tested  the  exchange's  upper  limits.  And 
SES  officials  plan  to  keep  it  that  way.  Pe- 
riodic system  upgrades  have  prevented 
unnecessary  trading  bottlenecks,  allow- 
ing the  exchange  to  become  a  major 
player  in  the  Asian  financial  scene.  The 
Stock  Exchange  of  Singapore  is  now 
betting  it  can  ride  the  high-tech  wave  all 
the  way  to  the  top  of  the  international 
marketplace.  — G.B. 


securities   trading  centers. 
Perhaps  most  impor- 
tantly, the  exchange  is  on 
the  leading  edge  of 
technology.  Trad- 
ing has  been  en- 
tirely automated 
since  1993.  Last 
January,  remote 
trading  from  bro- 
ker member  of- 
fices was  also  im- 
plemented. The 

1990S  TOLL  POLL  Global  monetary  exchange  uses  a 
values  are  determined  by  a  vast  "vote"  computerized  trad- 
of  thousands  of  currency  traders.  ;ng  SyStem  called 

Automatic  Order  Matching  and  Execution  System  (AMS). 
It  matches  stock  orders  for  740  securities.  It  can  support 
nonorder  matching  input  by  a  selling  floor  trader. 
Moreover,  the  system's  advanced  teletext  system 
can  accommodate  reports  and  information  on  up 
to  2,800  stocks. 

With  its  current  computer  system,  Hong  Kong 
could  easily  close  its  trading  floor 
and  operate  entirely  from  remote 
offices,  according  to  an  exchange 
spokesperson.  But  so  far,  brokers 
seem  to  prefer  being  free  to  choose  the 
location — on  or  off  the  floor — of 
their  trading  stations,  after 
weighing  cost  and  service 
factors. 

That's  because 
of  the  nature  of  the  market. 

Everything  in  Hong  Kong 
highly  liquid  and 

pecuiative,"  says  Vic- 
toria M    Lum,  a  San 
Francisco-  and  Hong 

'  >ng  -ba  >ed  investment 
manager.  "  The  action  is  at 
nit?;h  velocin  and  investors  are 


fixed  on  the  short  run  even  more  than  in  other 
markets." 

The  exchange  is  now  governed  by  a  set  of  inter- 
locking, nongovernmental  commissions  that  report  to 
Hong  Kong's  governor.  When  the  PRC  takes  over  next 
year,  the  governor  will  be  replaced  by  a  chief  execu- 
tive. The  CEO  will  be  from  a  Hong  Kong  company, 
but — as  Beijing  has  decreed — the  executive  will  be  ap- 
pointed, not  elected  by  the  general  public. 

No  matter  who  is  in  charge,  the  Hong  Kong  ex- 
change's ace  is  its  credibility.  "The  Shanghai  market 
doesn't  have  that  credibility.  Therefore,  a  number  of 
large  Chinese  mainland-based  companies  list  their 
stocks  on  the  Hong  Kong  exchange,"  says  Kamman. 
"So  Hong  Kong  will  continue  to  be  the  global  money 
pipeline." 

In  his  own  study  released  in  June,  Kamman  found 
that  57%  of  the  influential  leaders  from  business, 
government  and  the  media  he  queried  worry 
about  increased  bureaucracy,  corruption  and 
loss  of  freedom  following  the  PRC  takeover.  But 
most  businesses  nevertheless  have  given  their  tac- 
it support  to  Beijing's  announced  plans  for  run- 
ning Hong  Kong — with  fin- 
gers crossed.  They'll  be 
keeping  an  eye  on  the 
Hang  Seng.  ■ 


1990S  QUICKSILVER 

Money  now  goes  where 
its  iv anted  whenever 
it  wants.  Borders 
mean  zip. 
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AT&T  900  Service  takes  your  customer  support  costs 
out  of  the  left  and  into  the  right. 


^}00    's  y°ur  customer  support  costing  too  much  money?  An  AT&T  900  number  turns  it  into  a  service  that 
pays  for  itself.  Now  you  can  solve  your  customers'  problems  while  you  solve  one  of  your  own.  AT&T  900  Service. 
It  puts  your  customer  support  costs  back  in  the  black.  Which  keeps  you  from  seeing  red. 
CALL    1    800   655-13  66   Ext.  661  http://www.att.com/buslness/900services 


AT&T.  For  the  life  of  your  business]" 


AT&T 


S pa c ial  Advert i sing  Section 


IOWA'S  "NEW  STYLE" 
SERVICES  GIVING  BUSINESSES  AN  EDGE 


T  owa  is  taking  economic  incen- 
JL  lives  to  the  next  level,  integrat- 
ing technology  with  its  economic 
development  activities  to  offer 
"new  style"  technical  services  for 
business  expansion.  These  ser- 
vices help  make  Iowa  a  very  smart 
-  and  easy  -  choice  for  business. 

TECHNOLOGICAL  EDGE 

Iowa  representatives  are  carry- 
ing state-of-the-art  multimedia  pre- 
sentations, called  I-MEDIA,  to 
appointments  with  the  nation's  busi- 
ness executives.  The  laptop  system 
contains  more  than  600  million  bits 
of  site-location  data,  providing  imme- 
diate access  to  facts  on  the  state's 
available  facilities  and  locations. 

Bob  Henningsen,  administrator 
of  the  Iowa  Department  of 
Economic  Development's  Marketing 
and  Business  Expansion  Division, 
says  the  advanced  I-MEDIA  system 
allows  the  department  to  take  all  the 
information  into  the  office  of  a  CEO  inter- 
ested in  expansion  or  relocation.  And 
CEOs  appreciate  the  capability.  "Their 
reaction  is  one  of  surprise  and  amazement 
that  we  can  customize  this  information  for 
them  so  quickly,"  Henningsen  said. 

RESEARCH  CENTERS  HELPING  COMPANIES 
GET  AHEAD 

In  an  effort  to  develop  accessible, 
cost-effective  research,  hundreds  of 
companies  are  taking  part  in  projects 
with  Iowa's  technology  centers.  With 
more  than  30  research  centers  accessi- 
ble to  them  throughout  the  state,  com- 
panies are  able  to  expand  their  research 
and  development  while  reducing  time 
and  risk  in  product  production.  This 
new  business  feature  is  especially 
rewarding  for  the  growing  number  of 
technology-driven  companies  that  call 
Iowa  home.  A  recent  study  by  Coopers 
and  Lybrand  found  that  growth  compa- 
nies with  university  ties  have  produc- 
tivity rates  almost  60  percent  higher 
than  companies  without  that  tie. 

PROVIDE  INSI   . .  INTO  SITE  SELECTION 

To  share  expertise  in  the  site- 
selection  decision,  the  Iowa  Department 


FLUOR  DANIEL 


of  Economic  Development  partnered 
with  Eluor  Daniel  Consulting,  a  leader  in 
global  site  selection,  to  produce  a  busi- 
ness expansion  resource  guide.  Making 
The  Smart  Move:  An  Executive  Guide  To 
Site  Selection  is  a  free  guide  that  covers 
pre-project  planning  steps,  how  to 
screen  the  search  area,  how  to  evaluate 
the  community  and  how  to  implement 
the  project.  Additional  information 
regarding  Iowa  and  its  available  services 
is  also  provided. 

William  Whitehead,  Director  of 
Projects  at  Fluor  Daniel,  said  the  guide 
is  designed  to  simplify  the  complex 
decision-making  process  in  a  step-by- 
step  format.  'Together,  Eluor  Daniel  and 
the  Iowa  Department  of  Economic 
Development  have  developed  the  com- 
plete guide  to  site  selection,"  Whitehead 
said.  "Business  executives  considering 
expansion  or  relocation  should  have  this 
resource  on  their  bookshelves." 

INCENTIVE  PROGRAMS 

In  addition  to  its  site-selection  guide 
and  its  technological  advantages,  the 
state  is  also  providing  supportive,  busi- 
ness development  programs  for  compa- 
nies in  Iowa  and  others  considering  an 


expansion  or  relocation  to  the 
state.  The  Iowa  New  Jobs  and 
Income  program,  which  includes  a 
package  of  tax  credits  and  exemp- 
tions in  exchange  for  at  least  $10 
million  in  new  investments  plus 
the  creation  of  50  or  more  jobs 
meeting  wage  and  benefit  targets, 
is  a  powerful  incentive  for  manu- 
facturing companies  to  invest 
in  Iowa. 

In  an  effort  to  maintain  its  com- 
petitiveness, Iowa  is  finding  ways 
to  streamline  its  regulatory 
process.  The  Iowa  Department  of 
Economic  Development  has  hired 
a  regulatory  assistance  coordina- 
tor to  serve  as  a  liaison  between 
businesses  and  regulatory  agen- 
cies and  to  smooth  the  permit 
process.  "We  want  to  assist  in 
improving  the  turnaround  time  so 
that  Iowa  businesses  can  spend 
their  time  and  money  where  it 
should  be  spent  -  on  products  and 
services,"  Henningsen  said. 

The  New  Job  Tax  Credit  is  available 
to  corporations  that  have  increased  the 
number  of  their  employees  by  at  least 
10  percent  and  have  entered  the  Iowa 
Jobs  Training  Program.  The  Jobs 
Training  Program  reimburses  compa- 
nies up  to  50  percent  of  a  new  employ- 
ee's wages  and  fringe  benefits  for  up  to 
a  year  after  the  hire. 

Other  financial  assistance  programs 
are  available  through  the  Iowa 
Department  of  Economic  Development, 
including  the  Community  Economic 
Betterment  Account  (CEBA)  and  the 
Economic  Set-Aside  (EDSA)  program, 
which  are  based  on  job  creation  oppor- 
tunities and  economic  impact  to  areas  ol 
the  state. 


Fluor  Daniel  Consulting  and  the  Iowa 
Department  of  Economic  Development 
have  combined  their  expertise  in  site 
selection  into  one  comprehensive 
guide.  Making  the  Smart  Move:  An 
Executive  Guide  to  Site  Selection  is 
available  free  to  expanding  companies. 
Call  1-800-245-IOWA. 


The  world's  largest  snowmobile  manufacturer  and  largest  U.S.  maker  of 
all-terrain  vehicles  and  personal  watercraft  made  the  smart  move. 


E 

Smart  Move: 

lorn 

Xowa's  strong  pro-business  climate  is 
praised  by  fast-growing  companies  that 
have  recently  expanded  in  Iowa — both 
homegrown  enterprises  such  as  Boyt 
Luggage  and  out-of-state  companies  such 
as  Polaris  Industries  and  Katun  Corporation. 
These  companies  made  a  smart  choice 
and  are  profiting  from  Iowa's  favorable 
single-factor  corporate  income  tax  ...  no 
property  tax  on  manufacturing  machinery 
and  equipment  .  .  .  workers'  compensa- 
tion costs  35  percent  below  the  national 
average  .  .  .  and  the  nation's  lowest  new 
employer  unemployment  insurance  rate. 

"Iowa  had  the  best  business  climate 
among  the  states  we  considered,"  says 
Glenn  Spitzer,  group  vice  president  of 
Katun  Corporation,  which  recently 
expanded  its  customer  service  and 
distribution  operations  in  Iowa.  "And 
Iowa's  central  location  has  significantly 
improved  delivery  times  to  our  East  and 
West  Coast  customers." 

Iowa  provides  a  favorable  business 
climate,  strategic  location  and  productive 
workforce  which  allows  businesses  to 
operate  more  cost-effectively. 

For  your  free  copy  of  Making  The  Smart 
Move:  An  Executive  Guide  To  Site  Selection, 
written  by  leading  international  consul- 
tants Fluor  Daniel,  call  Bob  Henningsen 
at  the  Iowa  Department  of  Economic 
Development:  1-800-245-IOWA. 


CALL  1-800-2454OWA 


IOWA 


THE  SMART  SI  ATE 


FOR  BUSINESS 


THE  MONEYCHANGERS: 


IGITAL  CASH  INNOVATORS  TALK 
BANKS,  BITS,  BYTES  AND  BUCKS 


SCOTT  COOK:  INTUIT  CEO 


Intuit  dominates  the  personal  financial  software  field  with 
a  70%  market  share.  The  Menlo  Park,  Calif. -based  company 
is  also  an  aggressive  proponent  of  facilitating  online  banking 
and  electronic  financial  services.  Forbes  ASAPV  David  Kline 
sat  down  with  Intuit  s  cofounder  and  chairman,  Scott  D.  Cook, 
45,  earlier  this  year. 

ASAP:  Do  you  believe  that  electronic  banking  and  finance 
is  the  "killer  app"  that  will  drive  Internet  usage  beyond 
the  6%  of  the  population  currently  online? 
COOK:  Financial  services  are  a  natural  for  the  online 
world.  After  all,  financial  products  are  already  electronic. 
Wealth  isn't  stored  in  gold  bars  or  coins  or  stock  cer- 
tificates anymore.  It's  stored  on  mainframe  hard  drives. 
Between  financial  institutions,  finance  is  already  digital. 
Take  your  utility  company.  It  already  has  a  computer 
record  of  how  much  a  consumer  owes.  But  it  has  to  re- 
duce its  digital  record  to  paper  and  mail  it.  When  it  comes 
time  to  pay,  you  have  to  write  a  check  and  mail  it.  After 
the  utility  deposits  the  check,  the  order  to  debit  your  ac- 
count is  received.  This  is  done  digitally,  but  then  the  bank 
spits  out  another  paper  record  of  your  debits  and  deposits 
and  mails  it  to  you.  Doesn't  make  sense,  does  it?  Clearly 
an  end-to-end  digital  transaction  system  seems  inevitable. 
And  given  that  banking  is  an  almost  universal  consumer 
activity,  it  makes  sense  that  financial  services  will  become 
a  main  doorway  for  consumers  to  enter  the  online  era. 
ASAP:  But  consumers  haven't  embraced  simple  aspects  of 
electronic  banking,  like  paying  bills  online. 
COOK:  Online  bill  payment  certainly  has  been  a  flop  so 
far.  Only  2%  of  our  customers  used  CheckFree  [a  third- 
party  provider  of  online  bill-payment  services  for  earlier 
versions  of  Quicken].  We  discovered  that  it  wasn't  be- 
cause people  don't  want  to  pay  bills  electronically.  They'd 
love  to.  But  consumers  weren't  paying  online  because  of 
the  float.  People  have  an  aversion  to  somebody  else  tak- 
ing the  float  away  from  them.  They  didn't  like  the  fact 
that  vehicles  like  CheckFree  held  their  money  for  a  few 
s.  Not  in  their  account,  or  a  merchant's  account,  but 
in  CheckFre(  "s  account,  earning  CheckFree  a  profit. 
We  have  fixed  th.it.  Our  new  version  of  Quicken  in- 
cludes a  free  electronic  network  to  access  account  in- 
formation and  online  bill  payment  with  37  major  banks. 


Nobody  takes  the  float. 

ASAP:  How  are  banks  handling  the  transition  to  a  digi- 
tized consumer? 

COOK:  Intuit  is  building  technology  highways  that  allow 
banks  and  consumers  to  connect.  But  financial  institu- 
tions are  the  ones  that  will  put  the  products — the  cars — 
on  the  highway.  And  we  know  from  customer  research 
that  people  want  to  deal  with  a  bank  they  know  and  trust. 
So  instead  of  becoming  a  commodity,  banks'  brand  names 
will  become  more  important.  If  you're  going  to  deal  with 
a  financial  institution  remotely,  all  you  have  to  go  by  is 
the  brand,  the  record  of  service  and  trustworthiness  that 
stands  behind  it.  You  can  compare  it  to  the  process  that 
grocery  products  went  through  over  the  last  century. 
Brands  weren't  important  in  groceries  a  hundred  years 
ago — you  used  to  trust  your  local  grocer  to  tell  you  if  the 
crackers  were  good.  But  now  you  trust  Nabisco  or  an- 
other brand.  The  same  will  be  true  of  banks. 
ASAP:  Tell  me  about  the  early  days.  You  almost  didn't 
make  it,  correct? 

COOK:  There  were  plenty  of  reasons  why  we  were  going 
to  fail.  We  had  no  money  for  operations,  no  money  for 
advertising.  We  had  competitors  who  had  money  to  ad- 
vertise. They  had  instant  distribution  in  all  the  stores. 
We  had  no  money  because  venture  capitalists  would  not 
invest  in  us.  They  looked  at  the  management  team  and 
said,  "You  guys  have  no  experience  in  software."  That 
was  true.  I  was  a  marketing  guy  from  Procter  and  Gam- 
ble, and  [Intuit's]  cofounder,  Tom  Proulx,  was  an  under- 
graduate. They  said  there  was  no  market  for  consumer 
software.  Business  software,  yes.  Lotus  1-2-3  had  a  big 
market.  But  in  the  early  1980s,  there  was  exactly  zero  mar- 
ket in  consumer  finance  software.  And  big  banks  were  get- 
ting into  home  banking.  The  VCs  told  us,  "Look,  the  banks 
have  got  the  customers.  They  know  marketing.  They've 
got  tons  of  software  engineers.  They're  going  to  kill  you." 
ASAP:  Were  you  married  at  this  time? 
COOK:  Yes,  I  was.  My  wife  had  a  very  good  income  [Signe 
Cook  is  a  former  vice-president  of  marketing  for  Soft- 
ware Publishing],  which  we  needed.  We  wanted  kids,  but 
we  couldn't  afford  them.  Our  marriage  almost  broke  up. 
She  was  stricken  by  fear  that  Intuit  was  going  to  bring 
down  our  family,  and  that  we'd  be  paying  off  debts  for 
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decades.  My  wife  is  fiscally  conservative  and  likes  having 
a  plan,  a  plan  by  which  she  could  see  how  we  were  going 
to  succeed.  But  all  she  could  see — and  she  was  absolutely 
right — was  that  we  were  failing. 

ASAP:  I've  heard  that  you  couldn't  pay  employees  and 
that  you  offered  them  stock  instead. 
COOK:  That's  true.  We  ran  out  of  money  a  couple  of 
times,  but  we  really  ran  out  in  April  1985,  less  than  a  year 
after  we  launched  our  first  product. 

I  went  in  front  of  the  company,  all  seven  of  us,  and 
said,  "Look,  things  are  not  good.  This  is  not  a  layoff,  and 
I'd  really  love  for  all  of  you  to  stay.  But  we  don't  have  any 
money  to  pay  salaries.  I  don't  know  when,  if  ever,  we'll 
be  able  to  pay  salaries  again.  Best  I  can  do  is  make  it  up 
to  you  in  stock." 

Three  people  quit.  Four  stayed,  including  Tom  Proulx. 
If  he  had  left,  we'd  have  been  dead  lor  sure.  He  was  do- 
ing all  the  key  engineering.  The  two  other  guys  working 
for  him  in  engineering  left.  Tom  got  a  bunch  of  stock, 
and  now  he's  a  multimillionaire. 

Then  there  was  the  woman  we  had  hired  to  be  our 


manual  writer.  She  told  her  dad  we  couldn't  pay,  but  he 
convinced  her  to  stay.  She  had  made  a  commitment  to 
us,  he  said.  She's  worth  millions  today. 
ASAP:  Looking  back  on  it  all,  can  you  say  what  was  the 
single  most  important  factor  in  your  success? 
COOK:  We're  good  listeners.  Let  me  tell  you  what  I  mean 
by  that.  When  we  got  started,  there  were  maybe  50 
finance  software  programs  on  the  market.  They  were  all 
based  on  one  assumption — that  small  businesses  used  dou- 
ble-entry debit  and  credit  accounting. 

Because  of  my  marketing  background,  we  did  survey 
research,  which  none  of  our  competitors  had  ever  done. 
We  found  out  that  two-thirds  of  small  businesses — and 
84%  of  U.S.  businesses  have  20  or  fewer  employees — 
don't  understand  double-entry  accounting  and  don't  use 
it.  They  don't  do  accounting.  They  just  keep  books. 

That  was  a  rather  stunning  bit  of  knowledge.  It  led  us 
to  take  a  fundamentally  new  approach  to  our  product.  We 
designed  a  system  that  works  like  a  checkbook,  which  is 
exactly  the  way  all  consumers  and  two-thirds  of  all  small 
businesses  actually  keep  their  books.  ■ 


DAVID  CHAUM:  DIGICASH  CEO 


David  Chaum  is  the  founder  and  chairman  ofDigiCasb,  the 
.  I ///Sicilian/,  Netherlands-based  creator  of  a  digital  equivalent 
of  cash.  DigiCash  has  signed  licensing  agreements  with  four 
banks,  including  Germany's  Deutsche  Bank  and  Sweden's  Post. 
Both  will  begin  testing  DigiCash  software  on  the  Internet  this 
fall.  Chaum  recently  spoke  to  Forbes  ASAP '.r  Lee  Patterson 
about  his  product  and  digital  money. 

ASAP:  What  has  DigiCash  created  that's  different  from 
the  paper  money  systems  we  use  now? 
CHAUM:  We've  developed  a  product 
called  Ecash — a  technology  that  gives 
Internet  users  a  digital  cash  equivalent. 
You  withdraw  Ecash  from  your  check- 
ing account  the  same  way  you  withdraw 
paper  money  from  an  ATM.  After  set- 
ting up  an  online  account  with  a  bank  « ,  v- 
that  issues  Ecash,  you  can  go  to  the 
bank's  Web  site,  identify  yourself  w  ith 
a  password  and  make  a  withdrawal.  In- 
stead  of  paper  money  coming  out,  bits 
of  data  are  pumped  down  the  Internet 
and  stored  on  your  PC. 

When  you're  browsing  merchant 
pages  on  the  World  Wide  Web,  you'll  see  our  Ecash  ac- 
ceptance mark.  Click  on  something  you  want  to  buy  and 
i  a  ish  software  renders  a  window.  It  tells  you  [which  mer- 
chant! is  requesting  the  money,  how  much  [the  item  costs] 
and  what  you're  going  to  get  for  it.  Hit  the  return  key 
and  blamo — the  transaction's  done. 
ASAP:  Security  is  a  ke  issue  in  the  growth  of  digital 
commerce.  1  [ow  secure  ,  your  Ecash  system?  Can  Ecash 
accounts  be  hacked? 


CHAUM:  The  level  of  cryptographic  codes  in  a  5-cent 
Ecash  payment  is  the  same  level  used  to  protect  $10  mil- 
lion in  federally  regulated  wire  transfers.  We  use  the  best- 
known,  highest-security  encryption  codes.  Ecash  is  also 
unique  because  each  participant  is  able  to  protect  his 
or  her  own  interests  with  a  password.  Even  if  someone 
took  your  computer  apart,  they  wouldn't  be  able  to  use 
your  Ecash. 

ASAP:  How  are  you  proposing  to  convert  people  to  dig- 
ital cash?  And  will  it  replace  paper 
money  altogether? 

CHAUM:  If  you  want  to  use  cash  on  the 
Internet,  there's  no  alternative  to  digi- 
tal cash.  People  without  PCs  could  have 
Ecash  stored  on  a  special  debit  card  is- 
t  sued  by  a  bank.  In  the  future,  these  could 
be  used  at  public  workstations. 

But  the  real  home  run  is  to  replace 
paper  money.  This  will  never  be  achieved 
without  an  electronic  payment  system 
that  allows  people  to  protect  their 
privacy,  which  DigiCash  now  offers. 
This  may  seem  like  a  radical  notion,  but 
I  think  in  a  hundred  years,  paper  money 
is  going  to  look  as  silly  as  quill  pens. 
ASAP:  A  few  banks  are  testing  your  product  now.  How 
will  they  benefit  from  your  technology? 
CHAUM:  Banks  will  be  able  to  float  the  prepaid  value  of 
Ecash  and  charge  fees  for  Ecash  transactions.  Ecash  would 
provide  a  way  for  banks  to  continue  their  customer  rela- 
tionship in  cyberspace.  Consumers  would  come  to  their 
digital  branch  in  order  to  get  Ecash,  and  that  contact  is 
where  the  bank  can  cultivate  the  relationship.  ■ 
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SHOLOM  ROSEN:  CITIBANK  V.R,  EMERGING  TECHNOLOGIES 


Sholom  Rosen  heads  Citibank's  emerging  technologies  group, 
which  has  devised  a  digital  cash  system.  Rosen  invented  the  tech- 
nology, slated  to  be  released  in  late  1998,  that  will  ?nake  possible 
the  electronic  management  of  cash.  The  5  5 -year-old  Rosen,  a 
firmer  math  professor  at  Johns  Hopkins  University,  talked  with 
Forbes  ASAP'.r  Lee  Patterson  about  Citibank's  digital  cash  plan. 

ASAP:  What  has  Citibank  developed  that's  different  from 
other  electronic  money  technology? 
ROSEN:  We've  developed  EMS,  which  stands  for  Elec- 
tronic Monetary  System. 
It  allows  you  to  transact 
personal  or  commercial 
business  without  the  need 
of  a  third  party.  If  you 
pay  me  $10  for  a  good  or 
service,  the  money  goes 
directly  to  me — it  doesn't 
go  through  a  bank.  EMS 
supports  all  currencies,  so 
you  could  pay  someone  in 
yen,  dollars  or  marks.  In 
our  system,  the  money 
circulates  just  like  cash, 
except  our  "EMS  note" 
carries  a  complete  audit 
trail.  If  your  e-money  is 
lost  or  stolen,  it  can  be 
redeemed. 

ASAP:  Software  companies 
are  aggressively  pursuing 
the  electronic  commerce 
and  banking  markets.  How 
do  you  think  Citibank's 
name  will  stand  up  to  the 
likes  of  Microsoft  or  Digi- 
Cash? 

ROSEN:  Citibank  under- 
stands consumer  marketing.  Every  card  in  my 
wallet  has  the  Citibank  brand  name  on  it.  You  may  not 
be  loyal  to  your  bank  yet,  but  the  idea  is  to  make  you  loy- 
al by  providing  services  that  make  your  life  a  lot  easier. 

If  Microsoft  or  another  software  company  wants  to 
be  a  competitor,  it's  still  going  to  have  to  sign  up  with 
banks  to  do  business.  Internet  money  is  not  going  to  be 
of  any  value  if  you  can't  turn  it  into  real  money  you  can 
use  in  the  physical  world.  You  have  to  go  through  the 
banking  system  to  do  that. 

ASAP:  I  low  did  you  feel  a  year  ago  when  you  heard  the 

plans  for  a  Microsoft/Intuit  merger? 

ROSEN:  Personally,  I  didn't  think  much  of  it  at  all.  I 

believe  banks  are  more  concerned  they'll  be  captive  to 

what  technology  companies  deliver  to  the  consumer 

rather  than  having  their  businesses  taken  over. 

ASAP:  But  why  will  consumers  come  to  Citibank  for 


their  technology  needs  when  they  can  go  to  Microsoft 
or  Intuit? 

ROSEN:  Because  Citibank  has  better  technology.  We  give 
away  our  home  banking  software,  and  it's  much  more 
functional  than  anything  you're  going  to  pay  to  get  from 
Intuit.  Technology  companies  are  definitely  competition, 
but  we  have  been  approaching  electronic  money  from  an 
application  standpoint  and  applying  technology  to  it — 
not  the  other  way  around. 

ASAP:  Much  of  the  focus  of  e-money  technology  centers 

on  security.  How  secure  is 
Citibank's  system? 
ROSEN:  Security  has  to  be- 
in  the  hardware,  not  the 
software.  Our  security  is 
built  into  a  proprietary 
chip  we've  developed. 
We're  going  to  use  cryp- 
tography that  only  na- 
tional labs  will  be  capable 
of  breaking.  I  would  let  all 
the  hackers  in  the  world 
take  their  cracks  at  our 
system. 

ASAP:  Will  e-money  re- 
place the  coin  and  paper- 
note  system  we  use  today? 
ROSEN:  We're  not  here  to 
replace  paper  money.  Our 
system  will  be  valuable  on 
the  Net.  Internet  transac- 
tions are  flaky  now.  We're 
trying  to  take  the  flakiness 
out  of  it.  We  want  to  give 
the  user  more  of  the  feel- 
ing of  trust  and  security 
experienced  in  the  physical 
marketplace. 

ASAP:  What's  the  federal  government's  role  in  electron- 
ic money? 

ROSEN:  They're  watching.  They're  letting  people  exper- 
iment. The  official  party  line  is  "We're  going  to  keep  our 
hands  off  and  our  nose  in." 

ASAP:  Will  digital  cash  make  it  easy  to  launder  money  or 
evade  taxes  offshore? 

ROSEN:  It's  true  that  with  e-money,  geography  is  gone. 
All  the  laws  that  have  been  created  here  and  abroad  have 
been  based  on  geography.  Two-thirds  of  our  currency 
now  is  abroad.  So  what's  the  big  deal  if  [e-money]  moves 
abroad?  With  our  system,  the  feds  will  have  a  lot  more 
control  over  what's  going  on  than  they  do  with  the  pres- 
ent paper  currency  system.  EMS  notes  will  leave  elec- 
tronic audit  trails,  and  their  circulation  can  be  blocked 
1 1  the  system  detects  thai  they've  1  teen  tampered  with  oi 
duplicated.  ■ 
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THE  FED'S  LARRY  LINDSEY:  NOT  READY  FOR  PRIME  TIME 

.••Tl^    _^  ;  -  ;  i  


i  i  deral  Reserve  Board  Governor  Larry  Lindsey  shifts 
in  his  chair,  pulls  out  his  wallet  and  removes  a  strange 
currency.  The  42 -year-old  former  White  House  aide  ex- 
plains it  is  a  "Scooby  Dollar,"  named  for  cartoon  dog 
Scooby  Doo.  It  comes  from  King's  Dominion,  an  amuse- 
ment park  south  of  Washington,  D.C. 
Lindsey,  who  has  taken  his  children  to 
the  park,  is  familiar  with  the  value  of  a 
Scooby  Dollar.  King's  Dominion 
charges  90  cents  for  one,  and  it  can  be 
used  to  buy  food,  play  games  and  pur- 
chase souvenirs  in  the  park. 

Lindsey  uses  the  play  money  to  make 
a  point  about  monetary  policy  and  risk. 
The  Scooby  Dollar  is  valid  at  the 
amusement  park.  But  it  can't  be  used 
to  buy  services  from  another  merchant. 
It  is  not  convertible.  Customers  buy 
Scooby  Dollars  at  their  own  risk.  If  a 
Scooby  Dollar  is  lost  or  stolen  it  won't 
be  replaced  by  a  bank,  which  would 
happen  if  someone  pilfered  cash  from  an  ATM  machine 
with  a  stolen  ATM  card. 

The  same  philosophy  is  behind  the  first  regulation  of 
the  digital  banking  age.  The  Fed  has  proposed  several 


amendments- to  Federal  Reserve  Board  Regulation  E, 
which  secures  ATM  and  electronic  banking  transactions. 
The  amendments  set  rules  for  e-cash  and  stored-value 
cards,  which,  unlike  current  electronic  banking,  will  not 
guarantee  a  return  of  lost  or  stolen  e-money.  The 
public  comment  period  for  the  amend- 
ments ended  Aug.  1,  and  the  Fed  is 
deciding  how  to  act  on  the  public  rec- 
ommendations. 

Lindsey  points  out  that  the  market 
already  accepts  one  form  of  private 
money:  traveler's  checks.  Recipients 
know  they  can  exchange  them  for  dol- 
lars at  a  1-to-l  ratio.  Successful  e-money 
transaction  companies  will  probably 
have  to  rely  on  this  kind  of  a  model. 
Purveyors  of  e-money  will  have  to 
spend  billions  to  convince  the  public 
that  their  products  are  sound  instru- 
ments that  can  be  converted  to  dollars 
at  any  time,  says  Lindsey.  Until  then, 
Fed-issued  dollars  will  continue  to  dominate  the  economy. 
"There  is  a  good  reason  why  most  people  would  rather 
have  dollars,"  says  Lindsey.  "It  has  to  do  with  confidence 
in  the  medium  of  exchange."  — Gene  Koprowski 


REP.  MIKE  CASTLE  ON  E-MONEY:  LET  THE  MARKET  DECIDE 


when  Rep.  Michael  Castle  (R-Del.)  served  as  governor 
of  Delaware  from  1985  to  1992,  ATMs  were  a  significant 
policy  issue.  State  officials  debated  regulations  on  ATM 
fees  and  usage.  That  early  experience  is  now  proving  use- 
ful: Castle  serves  as  chairman  of  the  Subcommittee  on 
Domestic  and  International  Monetary 
Policy.  As  such,  he  has  to  grapple  with 
concerns  over  the  latest  financial  inno- 
vation: e-money. 

Castle,  57,  has  a  deregulatory  bent 
on  finance.  He  believes  the  market 
should  settle  most  questions  before  gov- 
ernment gets  involved.  In  fact,  Castle, 
who  has  held  hearings  on  the  implica- 
tions of  e-money,  is  not  considering  leg- 
islation. He  prefers  to  let  companies  like 
CyberCash,  DigiCash,  Mondex  and 
American  Express  work  out  the  market 
through  competition. 

"It  is  fair  to  say  that  though  e-mon- 
e)     in  an  embryonic  stage,  you  are  go- 

■  v  ime  sort  of  rapid  growth,"  Castle  says.  "You're 
s  ;e  the  total  evasion  of  the  use  of  the  monetary 
S  system.  It  is  getting  closer  because  of  com- 
chat  invites  the  concept  of  going  across  state 
:  untn  lines  for  transactions.  But!  look  at  the 

role  as  not  being  one  that  is  going  to  de- 


fine what  will  happen  in  the  future." 

According  to  Castle,  the  prepaid  cards  universities  are 
providing  are  an  important  push  behind  the  spread  of 
e-money.  The  cards  can  be  used  to  pay  for  food,  photo- 
copying and  even  tickets  to  sporting  events.  "You  have  a 
whole  group  of  kids,  18  to  22,  who  will 
be  very  used  to  not  handling  money  at 
all.  If  the  entire  college  population  of 
the  U.S.  is  doing  this,  its  members 
won't  easily  go  back  to  check  writing 
and  more  arcane  banking  systems." 

That  doesn't  mean  that  the  so-called 
second  wave  won't  try  to  cling  to  the 
status  quo.  As  Alvin  and  Heidi  Toffler 
note  in  Creating  a  New  Civilization, 
forces  of  the  second-wave  industrial  era 
will  try  to  halt  the  progress  of  the 
"third-wave"  information  age. 

One  example:  lobbyists  from  cur- 
rency exchanges,  which  are  inner-city 
retailers  that  convert  federal  benefit 
checks  to  cash.  They  are  trying  to  get  the  government  to 
change  its  laissez-faire  policy  toward  stored-value  cards. 
Why?  Many  entidement  programs  are  experimenting  with 
e-money,  and  if  more  people  use  the  technology,  the  ex- 
changes will  lose  the  20%  service  fee  they  charge  to  cash 
benefit  checks.  — Gene  Koprowski 
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STATISTICS  DON'T  COUNT. 

d 


Generalizations  don't  fly.  Lists  don't  add  up.  Frankly,  Polk  direct  marketing,  database  management  and  market 

the  information  age  is  filled  with  misinformation,  analysis  product.  Multi-dimensional  intelligence  enables 

It's  a  fact:  you  can't  rely  on  facts  alone  to  meet  your  you  to  build  your  market  strategy  on  the  most  sophisticated 

marketing  objectives.  They  just  aren't  reliable  as  and  comprehensive  consumer  information  available, 

projectable  information.  At  Polk,  we  believe  it  takes  For  a  fully  dimensional  portrait  of  your  customers  and 

multi-dimensional  intelligence  to  gain  real  insight  into  prospects,  come  to  the  company  that  has  spent  the 

consumers' perceptions  and  habits.  Multi-dimensional  last   125  years  perfecting  its  data  and  diagnostic 

intelligence  is  the  sum  of  our  superior  data,  technical  capabilities.  Because  in  the  end,  it's  not  the  information, 

proficiency  and  diagnostic  savvy.  It  is  present  in  every  it's  the  intelligence  behind  it.  Call  800  635-5522. 


ink 

Multi-Dimensional  Intelligence' 


COMPTROLLER  EUGENE  LUDWIG:  REGULATE  E-MONEY 


Treasury  Secretary  Robert  Rubin  called  Eugene  A.  Lud- 
wig  into  his  office  last  fall  and  gave  him  a  daunting  task: 
to  coordinate  e-cash  activity  by  the  various  bureaus  in  the 
U.S.  Treasury.  Since  that  day,  Ludwig,  comptroller  of 
the  currency,  has  felt  a  bit  like  the  character  in  Moliere's 
Bourgeois  Gentilhomme  who  suddenly  realized  he  had  been 
speaking  prose  his  entire  life.  "All  of  us  recognize  that 
electronic  payments  are  not  a  new  invention,"  says  the 
50-year-old  Ludwig. 
"At  the  wholesale 
level,  bank-to-bank 
electronic  payments 
have  been  going  on 
for  some  time.  The 
short-term  effects  of 
e-money  may  be  some- 
what overblown,  but 
the  long-term  implica- 
tions of  this  phe- 
nomenon are  under- 
appreciated." 

Emerging  e-money 
technologies  are  pos- 
ing a  challenge  to  the 
Treasury  Department 
bureaucracy.  "There 
is  a  freight  train 
coming  down  the 
tracks,"  says  Ludwig. 
"And  we  can  see  its 
headlights  and  hear 
it  chugging  in  the 
distance.  Just  because 
it  hasn't  arrived  yet 
doesn't  mean  we 
shouldn't  start  getting 
ready." 

The  comptroller 
readily  admits  that  the 
present  federal  regulatory  structure  is  unprepared  to 
handle  the  arrival  of  that  e-monev  express.  "Geography 
is  becoming  irrelevant,  due  to  these  information  tech- 
nologies," says  Ludwig.  "But  it  is  still  very  much  a  part 
of  the  laws  and  regulations  that  govern  the  provision  of 
financial  products  and  services  in  this  country.  Geography 
determines  much  of  what  national  and  state  banks  can  and 
cannot  do." 

Ludwig  has  advised  his  fellow  regulators  in  the  Clin- 
ton .idministration  that  they  need  to  monitor  the  resur- 
gence ol  privately  issued  money.  His  principal  concern: 
E-money  technology  could  give  rise  to  counterfeiting, 
money  laundering,  theft,  fraud  and  tax  evasion.  "We  are 
focusing  particularly  on  the  potential  severity  of  any 
e-monej  related  criminal  activity  and  steps  that  could 
be  taken  to  contain  this  activity,"  says  Ludwig.  The 


comptroller  also  suggests  electronic  money  issuers  should 
lie  regulated  as  banks  are. 

Free-marketeers  don't  like  such  talk.  Jack  Sandner, 
chairman  of  the  board  of  the  Chicago  Mercantile  Ex- 
change, has  proposed  to  the  Treasury  a  plan  to  create  a 
"universal  functional  regulatory  model."  His  plan  would 
allow  financial  players  to  offer  an  array  of  services  and 
not  face  layers  of  regulatory  oversight.  Ludwig,  who 

shares  the  rest  of  the 
Clinton  administra- 
tion's enchantment 
with  regulation,  says 
it  is  too  early  to  adopt 
a  hands-off  attitude. 

For  example,  geo- 
graphic questions  still 
need  to  be  resolved. 
"Who  is  liable,  where, 
and  under  what  law?" 
he  asks.  "We  are  go- 
ing to  have  to  resolve 
these  issues  domesti- 
cally and  internation- 
ally.'' Clinton  admin- 
istration officials  also 
view  e-money  as  a 
potential  risk  to  the 
present  payment  sys- 
tem. They  question  its 
impact  on  the  mea- 
surement of,  and  influ- 
ence over,  the  money 
supply.  And  they  are 
concerned  that  digital 
cash  could  decrease 
access  to  credit  and  fi- 
nancial services  for 
low-  and  moderate- 
income  families. 
"A  disciplined  approach  to  regulation  and  supervision 
must  not  become  a  code  word  for  regulatory  laxity," 
says  Ludwig.  "It  is  quite  likely  that  as  new  products  and 
services  emerge,  new  laws  will  be  needed.  It  is 
essential  that  government  continue  to  be  on  top  of  new 
developments  so  that  when  it  becomes  necessary  to  act, 
it  can  do  so." 

Free-marketeers  contend  that  if  government  rules  be- 
come burdensome,  electronic  money  players  will  simply 
shift  their  operations  overseas.  One  member  of  the  Chicago 
Merc,  Rand  Financial  Services,  relocated  to  Bermuda  to 
be  free  of  onerous  regulation  by  the  federal  government. 
But  Ludwig  counters  that  some  regulation  is  healthy.  In 
Finland  and  Denmark,  he  says,  regulations  ensure  that 
e-money  technology  can't  be  used  for  counterfeiting  and 
other  illegal  purposes.  — Gene  Koproivski 
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"If  my  six-year-old 
can  make 

friends  on  the  Internet 
from  here  to 

limbuktu, 

surely  someone 
can  get  the  folks 
in  my  regional  offices 
to  work  as  a  team." 


I  Today  we  do  business  from  the 
\  farthest  reaches  of  the  planet,  from 
cars,  airports  and  even  occasionally  from  the 
office.  How  do  we  cross  these  barriers  of  time  and 
space?  Lotus  Notes®— the  new  way  of  working 
together  in  this  networked  world. 

Your  team  has  just  finished  a  report  to  be 
presented  in  four  regions  of  the  world.  You  all  get  on 
different  planes.  At  30,000  feet,  you  have  a  change 
of  heart.  You  rewrite.  By  the  time  you  land,  it's 
brilliant.  But  three  of  your  managers  are  about  to 
present  the  wrong  report. 

Fear  not.  Notes  can  share  your  new  report  wit  h 
everyone  the  moment  you  land.  And  Notes  does 
the  same  with  inventories,  customer  dies,  sales 
information,  presentations,  call  reports,  you  name  it. 

It's  constantly  updating  information  and  shar- 
ing it  among  your  people,  customers  and  suppliers. 


No  matter  what  type  of  platform  they  use:  Windowsf 
UNIXf  Mae  or  OS/2.®  Notes  also  has  a  Web  browser 
and  search  engine  that  lets  you  find  only  the 
information  that's  valuable  to  you.  And  it  lets  you 
publish  information  on  the  Web  and  send  e-mail- 
all  from  the  Notes  environment. 

Visit  ww  w.lotus.com  to  see  how  Notes 
is  already  helping  successful  companies  compete. 
Or  call  1800IBM-7080.  ext.  G205.  And  we'll 
send  you  a  free  Lotus  Notes  "Get  the  Facts" 
brochure  on  how  Notes  can  improve  the  way 
you  work. 

And,  don't  forget  our  free  16-page  booklet 
highlighting  how  IBM  can  help  your  business 
thrive  in  a  networked  world. 


Solutions  lor  a  small  planet 


IBM,  OS/2  and  Solutions  lor  a  small  planel  are  trademarks  ol  IBM  Corp  UNIX  is  a  trademark  licensed  exclusively  through  X/Open  Lid  All  other  company  and/or  product  names  are  trademarks  ol  their  respective  companies,  t)  1996  IBM  Corp 


EEEEEEEEEE 

JUST  WHEN  SILICON  VALLEY  EXECUTIVES 
THOUGHT  CONGRESS  GRANTED  THEM  A 


A jolly  band  of  carolers  paraded  around  a  San 
Diego,  Calif.,  courthouse  last  December,  singing 
songs  ("He  sues  if  you've  been  bad  or  good...") 
that  mocked  the  reigning  dean  of  shareholder 
i  fraud  suits,  William  S.  Lerach 
i  There  was  good  reason  for 
1  their  crooning:  Congress 
H  was  about  to  deliver  a 
Christmas  wish  to  the  high-tech  in- 
dustry. On  Dec.  22,  it  passed  a  law  mak- 
ing it  much  tougher  to  bring  securi- 
ties class-action  suits  in  federal  court. 

The  carolers'  organizer,  the  Al- 
liance to  Revitalize  California  (ARC), 
sought  to  go  Congress  one  bet 
ter.  Funded  largely  by  Sil- 
icon Valley  executives, 
arc  was  poised  to  pour 
$1 1 .6  million  into  an  effort 
to  keep  shareholder  suits 
out  of  California  courts  as 
well,  arc's  means  to  that 
end:  sponsorship  ot  three 
antilawyer  initiatives  on  the 
state's  primary  ballot  last  March. 

Each  of  the  three  initiatives  included  a  measure  requir- 
ing that  the  loser  in  a  securities  suit  foot  the  bill  for  fees 
and  costs.  This  single  law  would  have  made  California  the 
most  inhospitable  place  in  the  nation  to  file  a  securities  class 
action.  And  it  would  have  been  the  final  blow  to  the  law- 
suit factory  run  by  Lerach  and  the  few  other  lawyers  active 
in  the  specialty  of  securities  class  actions. 

But  Lerach  is  back.  All  three  ARC  measures  were  round- 
ly defeated  in  March,  and  now  it's  Lerach's  turn  to  play 
politics.  He's  put  millions  behind  a  November  California 
ballot  measure  that  would  not  only  turn  the  clocks  back  on 
federal  reform  but  also  make  the  state  go  lawsuit  crazy. 

ie  battle  over  California  courts?  Because  that's 
iction  action  has  always  been.  The  state  is 
-  busiest  v  enue  lor  shareholder  suits,  owing  to 
on   '  high-tech  companies.  National  Economic 
soci  ites  reports  that  high-tech  suits  accounted 
for  r«  u;  ■  third  of  the  3  19  shareholder  cases  filed 


between  1991  and  1994.  More  than  $709  million  was  paid 
by  these  companies  in  95  settlements,  from  which  attorneys 
took  $227  million  in  fees. 

Just  after  the  federal  law  passed,  the  flood  of  suits  slowed 
to  a  trickle.  Midyear,  the  pace  picked  up  again.  Lerach's 
firm,  Milberg,  Weiss,  Bershad,  Hynes  &  Lerach,  with 
offices  in  New  York  and  San  Diego,  has  filed  about 
20  suits  this  year.  Half  are  against  high-tech  com- 
panies, says  partner  Alan  Schulman.  Among  the  un- 
lucky: Silicon  Graphics,  TouchStone  Soft- 
ware and  Network  Computing 
Devices. 

There's  a  new  twist  to  these 
cases:  They're  filed  in  federal 
and  state  court.  That's  just  what 
ARC  feared  would  be  the  result  of 
the  federal  reform  unless  it  could 
stop  the  plaintiffs  bar  in  March. 
But  it  didn't.  "Pre-reform,  it 
was  very  rare  for  plaintiffs'  lawyers 
to  go  to  state  court,"  says  Boris 
Feldman,  a  partner  in  the  leading 
Silicon     Valley     defense  firm 
Wilson,  Sonsini,  Goodrich  &  Rosati. 
"Clearly,  now  it's  a  two-front  war." 

I-  last  year,  Lerach  tried  to  stall  passage  of  the  fed- 
eral statute,  according  to  reports  in  the  Wall  Street 
Journal.  A  generous  contributor  to  the  Democratic 
Party,  he  dined  with  President  Clinton  just  prior  to 
the  president's  veto  of  the  reform  measure.  Congress 
overturned  the  veto  and  locked  out  Lerach. 
rh  That's  when  he  turned  his  gaze  back  to  Cali- 
I  fornia.  While  arc's  supporters  were  caroling  in 
December,  Lerach  and  the  trial  bar — long  the  most  pow- 
erful special-interest  group  in  California — bought  up  prime- 
time  television  spots  at  discount  prices.  During  the  crucial 
days  leading  up  to  the  March  26  primary,  ARC  was  left  with 
only  "remnant"  space,  such  as  on  Spanish-language  sta- 
tions, to  purchase  TV  advertising.  "That  was  really  where 
the  battle  was  lost,"  says  ARC's  Thomas  A.  Proulx. 

Now  trial  lawyers  are  geared  up  for  a  November  assault. 
They  have  sponsored  a  ballot  initiative,  the  Attorney-Client 
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iEEEEEE'S  BACK 

LAWSUIT  REPRIEVE,  BILL  LERACH  TURNED  UP 
IN  THEIR  BACKYARD.  BY  KAREN  DONOVAN 


Fee  Arrangements/Securities  Fraud  Initiative.  If  passed,  it 
would  allow  punitive  damages  in  securities-fraud  actions 
for  the  first  time  ever.  It  would  prohibit  caps  on  contin- 
gency fees.  And  it  would  wipe  out  a  1993  court  ruling  that 
disallowed  class  actions  in  California  based  on  company 
forecasts  that  don't  pan  out.  "It  will  be  a  huge  calamity  if 
all  this  passes,"  says  William  Kelly,  general  counsel  of  Sil- 
icon Graphics. 

^^^^fficially,  the  group  behind  the  measure  is  the 
^^^^b  Citizens  for  Retirement  Protection  and  Secu- 
Jjffi      H  rity.  But  not  many  average  citizens  have  con- 

I  tributed  to  the  $4.8  million  raised  so  far  to  fund 

I  its  passage. 

■H  JBy  Instead,  Milberg,  Weiss  put  up  $2.5  million. 
wg^JHv  In  a  1995  study,  the  Lav  &  Economic  Con- 
l^jpF  suiting  ( iroup  lound  the  law  firm  to  be  the  mar- 
ket leader  in  the  class-action  field,  with  193  cases  between 
1988  and  mid- 1995.  Milberg,  Weiss  also  acted  as  "inter- 
mediary" for  another  $1.5  million  in  checks  collected  from 
other  law  firms,  according  to  campaign  disclosure  state- 
ments filed  in  California. 

The  list  of  other  contributors  to  the  cause  reads  like  a 
who's  who  of  shareholder-suit  specialists.  Philadelphia's 
Berger  &  Montague  gave  $18,500;  it  ranked  second  in  the 
Law  &  Economic  Consulting  Group's  study,  with  87  ac- 
tions. New  York's  Abbey  &  Ellis  gave  $127,868  to  the 
lawyers'  group.  It  filed  73  actions  between  1988  and  mid- 
1995,  ranking  third.  Philadelphia's  Barrack,  Rodos  &  Bacine, 
which  ranked  fifth  nationally  with  57  actions,  came  through 
with  $262,284.  The  firm,  which  shares  office  space  with 
Lerach  in  San  Diego,  collected  $108,691  from  other  lawyers. 

Lerach  would  not  comment  on  the  measure  to  Forbes 
ASAP.  But  he  has  told  other  publications  that  he  will  raise 
as  much  money  as  it  takes  to  get  the  initiative  passed.  How 
much  is  that?  Lerach  is  aiming  for  $20  million 
to  Richard  Claussen,  a  political  consultant  hi 
business  coalition  working  to  oppose  Lerach 
tiative.  Claussen  was  the  brains  behind  the 
"Harry  and  Louise"  television  campaign,  thou 
to  be  the  most  effective  strategy  against 
President  Clinton's  health  care  reforms. 

In  addition  to  Claussen's  firepower, 


ARC  will  be  part  of  a  broader  group  of  businesses  allied 
against  the  lawyers.  A  key  participant  is  the  accounting  in- 
dustry, which  drove  the  federal  reform.  And  Tom  Proulx 
is  again  calling  for  donations  from  Silicon  Valley. 

This  time  he  may  find  executives  less  willing  to  give. 
Consider  the  case  of  Alan  F.  Shugart  of  Seagate  Technol- 
ogy, who  spent  $136,000  on  ARC's  failed  effort  last  March. 
The  donation  cost  him  dearly.  In  attack  ads,  the  plaintiffs 
bar  cast  him  as  a  shady  character — literally.  A  picture  of 
Shugart  in  sunglasses,  with  a  caption  noting  that  he  was 
sued  for  "fraud,  insider  trading  and  deliberately  mislead- 
ing investors,"  appeared  on  a  Web  site  sponsored  by  a  tri- 
al lawyers'  group. 

TV  ads  went  further.  The  face  of  Charles  Keating,  the 
convicted  felon  who  swindled  Lincoln  Savings  investors, 
was  "morphed"  into  Shugart's.  Shugart  filed  a  defamation 
action  against  the  group,  and  the  action  is  now  pending  in 
Monterey,  Calif.,  superior  court.  Seagate  also  heads  to  tri- 
al against  Lerach  later  this  year  in  an  unrelated  matter. 

Shugart's  run-in  with  the  plaintiffs  bar  may  cool  the  ar- 
dor of  the  other  Silicon  Valley  backers 
who  eagerly  supported  ARC  last 
spring.  This  will  make  Lerach 
&  Co.  much  harder  to  defeat 
in  November.  Right  now, 
the  smart  money  is  riding 
on  a  plaintiffs 
tory,  and  o 
big  push  fro 
the  tech- 
n  o  1  o  g  y 
industry 
could  change 
the  odds.  | 
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Bavaria's  non-Germans: 

here  to  work,  here  to  live,  here  to  stay 

Whenever  you  admire  a  BMW's  sleek,  rather  elongated  lines,  you're  admiring  the  work  of  Chris  Bangle 
and  his  team  of  designers,  modellers  and  technicians.  Bangle,  an  American,  is  head  of  design  at  the 
Munich-based  BMW  AG. 


Looking  to  the  long  term 

Most  of  these  non-Germans  have 
been  working  and  living  in  the  state 
for  a  long  time  -  a  very  long  time, 
as  a  glance  around  BMW  shows. 
Stefan  Ketter,  a  Brazilian,  is  a  relative 
newcomer  who  arrived  in  Munich 
in  1980.  Today  he  is  responsible  for 
quality  assurance  at  the  company's 
automobile  production  line  in  Munich. 
Camurtay  Kernel  is  Turkish  and 
a  master  craftsperson  in  BMW's 
forging  press  department.  He  has  been 
with  the  company  for  eight  years. 
Zaurelldis  Tryphon  is  Greek  and  a  staff 
member  of  the  company's  personnel 
department.  He  has  been  with  BMW 
since  1965. 


It's  Bavaria  by  far 


In  1995,  total  net  foreign  investment 
in  Germany  was  DM  13.9  billion. 
Investment  in  Bavaria  was  the  best 
among  Germany's  16  states  and  50% 
more  than  Hesse,  the  runner  up. 

FOREIGN  INVESTMENT 
IN  GERMANY  BY  STATE 

(Four  leading  states  shown) 


1995 

DM  billion 


While  BMW's  success  is  undeniable, 
Germany's  fastest  growing  manufac- 
turer of  luxury  automobiles  is  Audi  AG, 
headquartered  in  Ingolstadt,  some  80 
kilometers  north  of  Munich.  Herbert 
Demel,  its  Austrian-born  chairman,  is 
largely  credited  with  engineering 
its  24%  rise  in  sales  in  1995. 

Bangle  and  Demel  are 
two  of  nearly  1 .2  million 
non-Germans  living 
and  working  in  this 
state  of  12  million. 

Bavaria's  foreign  com- 
munity is  not  the  largest  of 
Germany's   states,   but   by  all 
accounts  it  is  the  most  diversified  and 
has  the  deep 

A  new  hon 

The  reasons  inc  ,-ote  diversity 

of  the  state's  ecc  i  a  special 

"sense  of  belonging  r  qie  puts  it) 

::>d  to  Bavaria  orients. 


Chris  Bangle,  Director  of  Design,  BMW 

"In  Bavaria,  we  feel  at  home;  part 
of  a  community.  This  is  very  important 
to  us,"  says  Bangle,  a  native  of 
Wisconsin.  He  arrived  in  Bavaria  in 
1992,  after  BMW  recruited  him 
from  Fiat.  Bangle  and  his  family  live  in 
a  southwestern  suburb  of  Munich. 

Bangle  and  Demel  are 
examples  of  the  many  non- 
Germans  occupying  top 
positions  in  Bavaria. 
Others  include  Dr. 
Robert  Gavazzi,  an 
Italian  and  member  of 
Allianz  AG's  board  of  directors 
and  Zimbabwe-born  Thomas 
Lewis,  an  administrator  at  Boston 
Consulting  Group's  Munich  office. 

The  large  majority  of  the  state's 
non-Germans,  however,  consist  of 
itists,  computer  communication 
connectivity  experts,  teachers  of 
English,  cost  accountants  and  other 
professionals  and  technicians. 
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Source:  Institut  der  deutschen  VJirtschaf 
(German  Economic  Institute.  Cologne)  I 


Pointing  east  - 
Business  as  usual  in 
Bayern. 


Many  international  companies  are 
pointing  towards  the  east  - 
Europe's  fast-developing  markets. 

In  Bayern.  we  have  been  building 
bridges  -  and  roads  and  rail  lines  - 
to  our  neighbors  and  business 
partners  in  central  and  eastern 
Europe  for  many  years 

An  integral  part  of  the  EC.  Bayern 
has  made  a  business  out  of  serving 
as  a  high-tech  base  for  companies 
looking  at  new  markets 


If  you're  looking  towards  the  east 
and  new  business,  take  a  look  at 
the  place  to  do  business  from 
Bavarian  Ministry  for 
Economic  Affairs, 
Transport  and  Technology 
Dr  Manfred  Pfeifer 
Prinzregentenstr  28 
8538  Munchen  /  Germany 
Tel    (89) 2162  -  2642 
Fax  (89)  2162  -  2760 
WWW  http://www.bayern.de 


Bayern. 

The  Quality  Edge 
in  the  New  Europe 
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Thomas  Perkins 


The  good  life— the  real  thing — is  sought  after  by  all  and 
found  by  few.  Money,  though  a  famous  greaser  of  skids, 
can't  guarantee  a  ticket  to  the  promised  land.  Many  with 
the  means  to  live  without  limits  lack  the  imagination  to 
comprehend  what  lies  beyond  their  known  horizons. 

For  those  hoping  to  stake  out  a  prime  piece  of  paradise, 
technology  venture  capitalist  Tom  Perkins  provides  a  par- 
adigm of  life  lived  wisely  and  well,  without  a  wrong  note, 
a  missed  step,  or  (it  seems)  a  dream  unrealized.  Tall  and 
athletic  looking  at  64,  Perkins  leans  back  in  a  chair  in  a 
glass-walled  office  at  his  firm's  Menlo  Park,  Calif.,  head- 
quarters with  the  natural  elegance  of  a  man  who  has  always 
known  where  he  was  headed,  and  how  to  get  there.  A  com- 
petitor describes  Perkins  perfectly:  "You  get  the  feeling  he 
went  through  kindergarten  exactly  right,  and  just  kept  on 
going  from  there.  It's  as  if  he  has  precisely  the  right  genes, 
in  the  brain  and  in  the  limbs." 

As  one  of  the  founders  of  the  pioneering  Silicon  Valley 
venture  capital  firm  of  Kleiner  &  Perkins  (now  Kleiner 
Perkins  Caufield  &  Byers)  in  the  early  seventies,  Perkins 
took  an  initial  fund  of  only  $8  million  and  cofounded  two 
legendary  successes,  Genentech  and  Tandem.  In  the  process, 
he  helped  establish  the  hands-on,  high-expertise,  control- 
the-odds  approach  to  technology  investment  that  has  served 
as  the  valley's  gold  standard  ever  since. 

Business  visionaries  are  made,  not  born.  But  Tom  Perkins 
prepared  himself  for  success  in  technology  with  a  prescience 
rare  in  a  young  man  of  the  fifties.  In  1953,  he  graduated 
from  MIT  with  an  electrical  engineering  degree;  four  years 
later  he  received  his  M.B.A.  from  Harvard.  This  educational 
path  is  now  considered  a  winning  combination.  But  Perkins's 
business  degree  was  viewed  with  such  suspicion  when  he 
joined  Hewlett-Packard  right  out  of  Harvard  that  David 
Packard  put  him  to  work  in  the  company's  machine  shop. 
For  several  months,  Perkins  was  probably  the  best- 
educated  lathe  and  mill  operator  in  America. 

In  the  mid-sixties,  independent  of  HP,  Perkins  took 
$12,000  he  and  his  wife  had  saved  toward  buying  a  house 
and  started  University  Laboratories  to  manufacture  and 
market  "lightbulb-simple"  lasers  based  on  his  own  opti- 
cal inventions.  At  the  time,  lasers  were  complex,  frag- 
ile and,  at  $2,000  to  $5,000  each,  expensive.  By  seal- 
ing the  optics  inside  the  plasma  rube,  Perkins  created 
a  device  that  could  be  used  in  dust,  rain,  even  un- 
derwater. He  also  brought  the  unit  price  down 
to  around  $300.  In  the  process,  he  got  so  deep 
into  Bank  of  America's  pocket  (once  swing- 
ing yet  another  loan  by  helping  a  bank 
officer's  daughter  with  her  science  fair 


project)  that  he  recalls  a  "vast  sigh  of  relief"  from  the  lender 
when  his  company  was  merged  into  Spectra  Physics.  The 
merger,  and  the  patents  for  his  laser,  made  Perkins  rich. 

Perkins  describes  himself  as  "one  of  the  few  guys  of  my 
generation  who  has  always  stayed  technical."  His  sense  of 
the  nuts-and-bolts  level  of  the  business  has  made  for  solid 
decisions.  In  1965,  he  became  the  first  general  manager  of 
Hewlett-Packard's  fledgling  computer  division,  which  con- 
founded old-line  managers  by  becoming  the  company's  dom- 
inant business  under  his  direction.  Perkins  credits  this  to 
David  Packard,  who  backed  his  plan  to  compete  direcdy  with 
such  established  hardware  makers  as  IBM  and  Digital  Equip- 
ment, despite  the  fact  that  in  the  first  year  of  marketing  the 
computer  not  one  was  sold  to  an  outside  customer. 

When  Perkins  left  HP  to  go  into  business  with  Eugene 
Kleiner,  he  was  in  the  right  place  at  the  right  time,  with 
the  right  instincts.  Since  1972,  the  firm  has  raised  nine 
funds,  returning  an  average  of  35%  to  investors  and  litter- 
ing the  landscape  with  successful,  imaginative  businesses. 

Unlike  some  who  have  made  fortunes  from  technology, 
Tom  Perkins  has  not  been  unimaginative  in  finding  envi- 
able ways  to  spend  his  money.  In  the  seventies,  he  began 
assembling  a  connoisseur's  fleet  of  classic  cars,  mostly  vin- 
tage 1920s  and  1930s  supercharged  roadsters.  Always  the 
savvy  investor,  Perkins  anticipated  the  downturn  of  Japan's 
economy  (the  levitating  force  behind  the  classic  car  mar- 
ket) and  sold  almost  his  entire  collection  (except  for  three 
Bugattis)  in  the  late  eighties,  just  before  the  bubble  burst. 

But  as  much  as  Perkins  loves  cars,  he  loves  boats  more. 
During  the  past  decade,  he  says,  he's  gone  into  "big  boats 
in  a  big  way."  The  Andromeda,  one  of  two  boats  he  has  de- 
signed with  ship  designer  Fabio  Perini,  is  154  feet  long  with 
10,000  square  feet  of  sail,  yet  can  be  handled  solo.  Perkins 
also  keeps  a  lovingly  restored  81 -year-old  Nathaniel  Her- 
reshoff  schooner  in  France  for  Mediterranean  regattas. 

Since  Gerd,  his  Norwegian  wife  of  34  years,  died  in 
1994,  Perkins  has  limited  his  work  to  keeping  track  of 
prior  deals,  plus  maintaining  an 
active  role  as  Tandem's  chairman. 
"I  realized  that  if  you  want  to  out- 
David  Packard  David  Packard, 
you  may  not  have  time  for  much 
else,"  he  says.  "So  I  handed  over 
the  day-to-day  operation  of  the 
company.  Now  my  ambition  is 
the  same  as  every  business  school 
graduate  in  America — I  want  to 
be  a  junior  partner  at  Kleiner 
Perkins."         — Owen  TLdwards 
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TELECOSM 

FEASTING 

ON  THE  GIANT  PEACH 

GEORGE  GILDER 

WILLTHE  INTERNET  COLLAPSE?  NO  WAY! 


What  is  all  this  commotion  in  Massachusetts?  The  very 
source  of  the  Arpanet  at  Bolt,  Beranek  &  Newman — the 
cradle  of  the  Internet — Massachusetts  is  falling  to  the 
forces  of  Auntie  Spiker  and  Aunt  Sponge. 

These  are  the  mingy  ladies  in  the  Roald  Dahl  story 
who  rejoiced  in  James's  Giant  Peach  as  long  as  it  didn't 
take  flight.  Now  Massachusetts — the  state  that  once  barred 
Apple  shares  as  a  likely  West  Coast  levitation  scam — looks 
askance  at  the  Giant  Peach  of  the  Internet,  aloft  in  Sili- 
con Valley  and  around  the  globe,  with  James  Clark,  James 
Gosling,  Netscape  and  a  series  of  thin-air  IPOs. 

Howard  Anderson  of  Boston's  Yankee  Group,  long  an 
Internet  tout,  thinks  those  wired  yahoos  on  Wall  Street 
and  Sand  Hill  Road  are  blind  to  the  inevitable  sine  waves 
of  advance:  What  goes  up  must  come  down,  he  sternly 
avers,  trying  to  bring  some  simple  physics  to  the  scene, 
as  if  the  Internet  has  to  obey  the  law  of  gravity. 

And  now  Bob  Metcalfe — Metcalfe  himself1 — inventor 
of  Ethernet,  pioneer  of  Arpanet  and  the  founding  father 
of  the  networking  era.  Here  he  is,  prophesying  lugubri- 
ously into  every  megaphone  he  can  grasp,  from  the  Afar 
York  Times  Magazine  and  PBS  to  U.S.  News  &  World  Re- 
port and  hifoWorld,  that  the  Internet  will  collapse  in  1996. 
Metcalfe  now  predicts  a  general  retreat  to  Intranets, 
shielded  from  the  public  system  and  unavailable  to  it. 

Et  tu,  Bob? 

Metcalfe  was  striking  a  blow  against  the  very  solar 
plexus  of  my  prophecies.  I  had  founded  my  confidence 
in  the  Internet  on  the  continuing  power  of  the  law  of  the 
telecosm,  an  edict  adapted  from  Metcalfe's  very  own  law 


of  networks.  Metcalfe's  Law  ordains  that  the  value  of  a 
network  rises  by  the  square  of  the  number  of  terminals 
attached  to  it. 

In  its  most  basic  form,  this  law  merely  captures  the 
exponential  rise  in  the  value  of  any  network  device,  such 
as  a  telephone,  with  the  rise  in  the  number  of  other  such 
devices  reachable  by  it.  Metcalfe,  however,  shrewdly 
added  in  the  declining  cost  of  Ethernet  adapters  and  oth- 
er network  gear  as  the  Net  expanded.  In  the  law  of  the 
telecosm,  I  summed  up  these  and  other  learning-curve 
factors  by  incorporating  into  Metcalfe's  Law  the  law  of 
the  microcosm. 

Based  on  the  power-delay  product  in  semiconductors, 
the  law  of  the  microcosm  ordains  that  the  cost-effective- 
ness of  the  terminals  will  rise  by  the  square  of  the  num- 
ber of  additional  transistors  integrated  on  a  single  chip. 
Amplified  by  the  law  of  the  microcosm,  the  law  of  the 
telecosm  signifies  the  rise  in  the  cost-effectiveness  of  a 
network  in  proportion  to  the  resources  deployed  on  it  and 
the  number  of  potential  nodes  and  routers  available  to  it. 

As  the  network  expands,  each  new  computer  both  uses 
it  as  a  resource  and  contributes  resources  to  it.  This  is 
the  secret  of  the  stability  of  the  Internet.  The  very  process 
of  growth  that  releases  avalanches  of  new  traffic  onto  the 
Net  precipitates  a  cascade  of  new  capacity  at  Internet  ser- 
vice providers  (ISPs).  They  supply  new  servers  and  routers, 
open  new  routes  and  pathways  for  data  across  the  Web, 
and  buv  new  terminals  and  edge  switches  to  upgrade  their 
connections  to  the  Network  Access  Points  (NAPs),  the 
Internet  supernodes  that  in  turn  exert  pressure  on  the 
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i:    vendors  to  expand  their  own  bandwidth. 

Because  all  these  routes  and  resources  are  interlinked, 
they  are  available  to  absorb  excess  traffic  caused  by  out- 
ages, crashes  or  congestion  elsewhere  on  the  Net.  Because 
all  these  resources  are  growing  in  cost-effectiveness  at  the 
exponential  pace  of  the  law  of  the  microcosm,  and  total 
available  bandwidth  on  the  Net  is  rising  at  the  still-faster 
if  the  law  of  the  telecosm,  the  Internet  has  been  able 
to  double  in  size  annually  since  1970  and  increase  its  traf- 
fic two  times  faster  still,  without  suffering  any  crippling 
crashes  beyond  the  Morris  worm  of  1988. 

Impelling  the  growth  of  the  largest  interconnected 
network,  the  law  of  the  telecosm  means  that  the  most  open 
computer  networks  will  pre- 
vail. Proprietary  networks  lose 
to  a  worldwide  web. 

LOADED  FOR  BEAR 

I  WANTED  TO  ANSWER  Met- 

calfe's  challenge.  As  the  ap- 
parent winner  of  a  previous 
argument  over  ATM  and 
Ethernet  [see  Forbes  ASAP, 
"Metcalfe's  Law  and  Lega- 
cy," Sept.  13,  £993],  I 
thought  I  might  have  an 
edge  (alter  all,  Fast  Ethernet 
outsells  ATM  at  least  20  to 
1).  But  when  he  met  me  on 
a  rainy  day  late  in  May  at  his 
Boston  townhouse  on  Bea- 
con Street,  where  he  looks 
benevolently  across  the 
Charles  at  the  MIT  campus, 
Metcalfe  was  loaded  for  In- 
ternet bear.  At  the  peak  of 
his  influence,  this  smiling 
cover  boy  of  June's  IEEE 
Spectrum,  winner  of  the  1996 
IEEE  Medal  of  Honor,  was  ready  to  explain. 

"I  am  way  out  on  a  limb  here,"  he  says  over  sushi  and 
wasabi  at  a  restaurant  near  his  house.  "I  actually  told  a 
World  Wide  Web  conference  I  would  eat  my  column  if 
the  Internet  didn't  collapse.... 

"What  do  I  mean  by  a  collapse?  Well,  the  FCC  requires 
telcos  to  report  all  outages  that  affect  more  than  50,000 
lines  for  more  than  an  hour.  I  mean  something  much  big- 
ger than  that."  I  suggested  that  with  enough  raw  tuna 
and  wasabi,  his  column  would  go  down  well.  But  Met- 
calfe was  dead  serious. 

The  Internet  will  collapse  and  it  will  be  good  for  us, 
and  for  the  Net.  :  i  lie  collapse  has  a  purpose.  The  In- 
ternet is  currentlj  in  the  clutches  of  superstition,  pro- 
moted by  a  bio-anarchic  intelligentsia,  which  holds  that 
the  Net  is  wonderfully  chaotic  and  brilliantly  biological, 
and  homcopa'':  healing  by  processes  of  natur- 

al selection  and  <  1  The  purpose  of  the  collapse  will 
be  to  discredit  I  sgy. 


Et  tu,  Bob?  Ethernet  inventor  and  Arpanet  pioneer 
Metcalfe  thinks  the  Internet  will  "collapse"  this 
year,  with  netsurfers  moving  to  private  networks. 


"What  the  Internet  is — surprise,  surprise— is  a  net- 
work of  computers.  It  needs  to  be  managed,  engineered 
and  financed  as  a  network  of  computers  rather  than  as 
an  unfathomable  biological  organism." 

Metcalfe's  intellectual  targets  are  not  hard  to  find.  He 
dubs  them  the  "Wired  intelligentsia,  epitomized  by 
Nicholas  Negroponte,"  and,  one  supposes,  author/editor 
Kevin  Kelly  and  hippie  mystic  seer  John  Perry  Barlow, 
celebrating  a  "neo-biological  civilization  out  of  control." 

For  example,  at  a  recent  meeting  of  NANOG  (North 
American  Network  Operations  Group),  whenever  Met- 
calfe brought  up  the  problems  of  Internet  management — 
the  need  for  a  settlements-and-payments  process  so  that 

people  who  invest  in  the  Net 
backbone  can  get  their  mon- 
ey back — "they  kept  telling 
me  to  get  lost. 

"They'd  tell  me,  'You  just 
don't  get  it,  do  you?'  This  is 
the  worst  possible  charge  of 
the  politically  correct:  'You 
just  don't  get  it.'  The  impli- 
cation is  that  I  am  a  clueless 
newbie. 

"But  I  am  not  a  newbie 
and  I  do  get  it:  an  accelerat- 
ing pattern  of  wild  behavior 
on  the  Internet  [caused  by]  a 
breakdown  of  any  relationship 
between  supply  and  demand 
for  Internet  services,  any  way 
of  metering  usage,  any 
method  of  paying  back  people 
who  invest  in  the  backbone. 
One  thing  is  sure:  They  will 
not  be  paid  by  biofeedback 
loops. 

"The  result  is  bad — the 
deterioration  of  the  public  In- 
ternet and  the  rise  of  private  Intranets.  These  are  not  re- 
ally part  of  the  Internet  at  all.  Many  of  them  use  'hot 
potato  routing,'  throwing  any  messages  from  nonsub- 
scribers  back  into  the  pot.  It  is  a  tragedy  of  the  commons, 
a  shrinkage  of  the  public  network  on  which  we  all  ulti- 
mately depend." 

Since  I  had  frequently  cited  Metcalfe's  Law  as  an  an- 
swer to  "The  Tragedy  of  the  Commons"  argument,  this 
charge  hit  home. 

Metcalfe  warns  that  "back  when  Internet  backbones 
carried  15  terabytes  of  traffic  per  month,  the  world's 
Ethernet  capacity  was  15  exabytes  per  month,  a  million 
times  higher."  (Exabytes,  if  you  wonder,  add  up.  While 
a  terabyte  is  a  1  with  12  zeros  after  it,  an  exabyte  com- 
mands 18  zeros.)  But  those  were  last  year's  numbers. 
Carrier  of  some  40%  of  backbone  traffic,  MCI  now  re- 
ports 250  terabytes  per  month.  Just  a  small  shift  in  lo- 
cal traffic  onto  the  public  Net  can  create  catastrophic 
cascades  of  congestion. 


fORBES  ASAP  Aut 


With  private  networks  increasingly  becoming  TCP/IP 
Intranets  that  can  use  the  Internet  but  shield  their  re- 
sources from  it  by  "firewalls,"  the  likelihood  of  a  crip- 
pling cascade  from  private  to  public  Nets  grows  more 
acute  every  day.  According  to  Metcalfe,  one  way  or  an- 
other, such  a  disaster  is  now  at  hand. 

His  primary  evidence  is  data  from  the  Routing  Ar- 
biter at  Merit  (the  Michigan  group  that  commands  rout- 
ing servers  at  every  NAP  and  collects  Internet  statistics 
by  "pinging"  routers  across  the  Net  every  few  minutes). 
Merit's  pings  yield  an  echo  of  chaos:  "a  dramatic,  accel- 
erating rise  of  packet  losses,  delays  and  routing  insta- 
bility. This  data  is  available  on  the  Net.  But  the  Merit 
people  are  afraid  of  making 
waves,  offending  the  big  car- 
riers, so  they  don't  really  tell 
anyone  how  bad  it  is. 

"I  ask  my  readers  [at 
InfolVorld],  and  they  tell  me 
they  think  the  Net  has  already 
collapsed." 

As  the  North  American 
guild  of  network  operators, 
what  does  NANOG  need?  I 
asked.  "One  thing  NANOG  def- 
initely needs,"  sums  up  Metcalfe,  "is  more  people  in 
suits."  The  trouble  with  NANOG  is  that  it  is  full  of  bio- 
mystics  with  big  beards  and  Birkenstocks  who  look  like 
Bob  Metcalfe  did  when  he  finally  got  his  Ph.D.  from 
Harvard  after  a  dramatic  setback  the  year  before,  when 
his  thesis  board  flunked  him  at  the  last  minute. 

(Perhaps  it  was  because  he  "hated  Harvard"  and  spent 
all  his  time  at  MIT  and  Bolt,  Beranek  &  Newman,  laying 
the  foundations  for  the  Internet  with  Larry  Roberts  rather 
than  sitting  humbly  at  the  feet  of  Crimson  computer  sci- 
entists refining  their  professorial  perks  and  queues.  Re- 
published in  June  under  the  title  Packet  Communication, 
with  a  new  introduction  from  the  author,  Metcalfe's  the- 
sis is  now  recognized  as  a  classic  text  on  networking  that 
anticipated  most  of  the  evolution  from  the  Arpanet  to 
the  Internet.  In  the  front  of  the  new  edition  is  a  picture 
of  Metcalfe  as  a  newbie  at  the  Harvard  commencement, 
with  a  big  beard  and  a  weird  shirt  and  jacket,  looking 
kind  of  like  a  bio-anarchic,  Harvard-hating  Hawaiian 
homeopath  himself,  ready  to  help  start  the  Internet  move- 
ment back  in  1973.) 

What  does  this  all  mean?  The  conversion  of  Bill  Gates 
into  an  Internet  obsessive.  The  jeremiads  of  Metcalfe, 
one  of  my  favorite  people  in  the  industry,  both  as  a  tech- 
nical seer  and  conservative  economic  voice  in  a  webby- 
minded  wilderness.  What  do  I  make  of  the  descent  into 
vapor  of  several  of  my  favored  technologies  and  the  ad- 
mitted biodegradation  of  the  Net? 

NEW  SCARCITY,  NEW  ABUNDANCE 

Rather  than  debating  this  apparent  jumble  of  conjec- 
tures— and  for  a  second  time  jousting  with  the  Olympian 
Metcalfe — I  would  instead  transcend  the  details  in  a  larg- 


The  governing  scarcity  of  the 
information  economy  is  time: 
the  shards  of  a  second,  the  hours 
in  a  day,  the  years  in  a  life,  the 
latency  of  memory,  the  delay  in 
aluminum  wires,  the  time  to , 
market,  the  time  to  retirement. 


er  theme:  Marking  every  industrial  and  economic  trans- 
formation are  new  forms  of  scarcity  and  new  forms  of 
abundance. 

Economics  has  been  termed  the  dismal  science  of 
scarcity.  Indeed,  scarcity  is  at  the  heart  of  most  economic- 
models;  many  of  my  critics  still  live  in  the  grip  of  the  dis- 
mal scarcities  and  zero  sums  of  pre-Netic  economics.  But 
what  is  the  controlling  scarcity  of  an  information  age?  In 
the  Industrial  Age,  natural  resources  and  real  estate  were 
scarce.  But  Julian  Simon  of  the  University  of  Maryland 
has  shown  that,  as  manifested  by  falling  real  prices, 
all  natural  resources,  such  as  foodstuffs,  minerals,  clean 
air  and  available  water  and  energy,  have  been  increasing 

in  abundance  over  the  last 
century. 

If  conventional  resources 
are  becoming  more  abundant, 
what  is  the  ruling  scarcity  of 
the  information  era?  Is  it  in- 
formation? Hardly.  The  infor- 
mation glut  has  become  a  rul- 
ing cliche.  As  all  resources — from 
energy  to  information — become 
more  abundant,  the  pressure  of 
economic  scarcity  falls  ever 
more  heavily  on  one  key  residual,  and  that  single  short- 
age looms  ever  more  stringent  and  controlling.  The  gov- 
erning scarcity  of  the  information  economy  is  time:  the 
shards  of  a  second,  the  hours  in  a  day,  the  years  in  a 
life,  the  latency  of  memory,  the  delay  in  aluminum  wires, 
the  time  to  market,  the  time  to  metastasis,  the  time  to 
retirement. 

The  ruling  scarcities  in  the  economy  of  time,  howev- 
er, can  be  distilled  to  two  commanding  limits:  the  speed 
of  light  and  the  span  of  life.  They  form  the  boundaries 
of  all  enterprise. 

The  speed  of  light  is  the  most  basic  constraint  in  in- 
formation technology.  As  a  key  limit,  the  speed  of  light 
shapes  the  future  architectures  and  topologies  of  com- 
puters and  communications.  For  example,  the  light-speed 
limit  dictates  that  the  fastest  computers  will  tend  to  be 
the  smallest  computers.  Electrons  move  nine  inches  a 
nanosecond  (a  billionth  of  a  second).  As  computers  move 
toward  gigahertz  clock  rates — a  billion  cycles  a  second — 
the  longest  data  path  must  be  decisively  smaller  than  nine 
inches.  Pulses  of  electromagnetic  energy — photons — take 
some  20  milliseconds  to  cross  the  country  and  one-quar- 
ter second  to  reach  a  satellite  in  geostationary  orbit  (as 
you  notice  in  a  satellite  phone  call).  At  a  gigabit  per  sec- 
ond, this  means  that  as  many  as  250  megabits  of  data— 
many  thousands  of  IP  packets,  for  example — can  be  la- 
tent (or  lost)  in  transit  at  any  time,  thus  playing  havoc 
with  most  prevalent  network  protocols,  such  as  TCP. 

Thus  light  speed  is  a  centrifuge.  It  abhors  concentra- 
tion in  one  place,  ordains  that  these  small  supercomput- 
ers will  be  distributed  across  the  globe  and  will  always  be 
near  to  a  network  node.  Although  the  networks  wiii  be 
global  in  reach,  they  will  depend  on  the  principle  of  lo- 
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cality:  the  tendency  of  memory  or  network  accesses  to 
focus  on  clusters  of  contiguous  addresses  at  any  one  time. 
Light  speed  imposes  limits  on  the  pace  of  any  one  proces- 
sor or  conduit,  and  pushes  both  computer  and  commu- 
nications technologies  into  increasingly  parallel  and  re- 
dundant architectures. 

As  a  governing  scarcity  in  the  new  economy,  no  less 
important  than  the  speed  of  light  is  the  span  of  life.  Just 
as  light  speed  represents  the  essential  limits  of  informa- 
tion technology,  lifespan  defines  the  essential  shortage 
of  human  time.  Although  medical  and  other  health-re- 
lated advances  have  increased  the  span  of  life  in  the  Unit- 
ed States  some  5  years  in  the  last  25 — while  the  media 
focused  on  AIDS  and 
cancer,  and  zero-sum 
pundits  declared  that 
our  descendants,  the 
scions  of  our  science, 
will  live  less  well  than 
we  do — the  ultimate 
lifespan  remains  limited. 
Indeed,  the  modal  eco- 
nomic activity  of  the  in- 
formation economy  is 
exploitation  of  the  tech- 
nologies of  the  speed  of 
light  to  increase  the  ef- 
fective span  of  life  by  in- 
creasing efficiency  in  the 
use  of  time. 

GDP  and  other  eco- 
nomic numbers  from 
the  National  Income 
and  Product  Accounts 
(NIPA)  totally  miss  the 
minting  of  new  time 
through  innovation:  the 
opening  of  parallel  uni- 
verses of  choice  in  ideas, 
courses,  arts,  letters, 
entertainments,  thera- 
pies and  communities. 
Finding  stagnation  and 
poverty  and  agonizing 
over  new  wealth,  Mor- 
gan Stanley  gapologist  Stephen  Roach  plumbs  the  shal- 
lows of  NIPA  for  all  the  world  like  the  CIA  economists 
who  found  the  Soviets  exceeding  the  United  States  in 
growth  for  17  years.  Video  teleconferencing,  telecom- 
muting, teleputing,  digital  wireless  telephony,  Internet 
mail,  cybercommerce,  telemedicine  and  teleducation  all 
'he  process  of  compressing  the  span  of  life  toward 
the  hie  easingly  thronged  channels  of  the  speed  of  light. 

ii  time  is  scarce,  what  is  the  growing  and  defining 
source  of  abundance  among  all  the  material  abundances 
in  the  inform  ti  m  economy?  Signifying  the  definitive 
abundance  in  any  economic  era  is  the  plummeting  price 
of  a  key  factor  of  production.  In  order  to  grow  fast,  every 


Thanks  to  Paul  Green's  achievements  in  fiber  optics,  com- 
munications power  will  grow  at  least  10  times  faster  than 
computing  power  over  the  next  decade,  fueling  the  Net. 


new-era  company  must  exploit  the  drop  in  the  cost  of 
the  newly  abundant  resource.  Companies  that  use  the  re- 
source that  is  plummeting  in  cost  will  gain  market  share 
against  all  other  companies  and  will  come  increasingly  to 
dominate  the  economy. 

FROM  WATTS  TO  MIPS  AND  BITS 

Over  the  last  hundred  years,  there  have  been  three 
such  economic  eras.  The  industrial  era  fed  on  the  plum- 
meting price  of  physical  force  or  energy,  best  measured 
in  watts.  Some  30  years  ago,  with  the  regulatory  sclero- 
sis of  the  nuclear  and  natural  gas  industries,  the  price  of 
watts  began  to  plateau,  dropping  less  than  0.7%  per  year 

for  the  last  35  years. 
The  last  30  years 
brought  the  reign  of  the 
microcosm,  which  fed 
on  the  plummeting  price 
of  transistors,  manifest- 
ed in  the  exponential 
drop  in  the  cost  of  com- 
puter MIPS  (millions  of 
instructions  per  second) 
and  memory  bits.  For 
the  last  30  years,  the 
price  of  a  bit  of  semi- 
conductor memory  has 
dropped  68%  per  year. 
With  this  year's  decline 
in  DRAM  prices,  the 
trend  line  is  being  re- 
sumed after  a  four-year 
hiatus.  The  likely  result 
is  a  sharp  upside  surprise 
in  PC  sales — and  thus  in 
chips — through  1997. 

As  fast  as  the  price  of 
MIPS  and  bits  continues 
to  drop,  however,  this 
Moore's  Law  trend  line 
will  no  longer  dominate 
the  economy.  Like  a 
great  river  headed  for  a 
falls,  a  new  factor  of 
production  is  racing  to- 
ward a  historic  cliff  of  costs.  Over  the  next  30  years,  the 
spearhead  of  wealth  creation  will  be  the  telecosm,  marked 
by  the  plummeting  cost  of  bandwidth — communications 
power — measured  in  gigabits  per  second. 

This  result  means  that  the  growth  of  bandwidth  will 
outpace  the  growth  of  processor  power.  After  an  entire 
career  keyed  on  Moore's  Law,  Bill  Gates  remains  skep- 
tical, foreseeing  an  era  of  middleband  nets,  with  shared 
cables  bogging  down  in  gigabytes  from  tomcruise. 
com/vrml  and  fiber  gushing  into  twisted  copper  cul-de-sacs. 
The  usually  savvy  Network  Computing  columnist  Bill 
Frezza  believes  that  bandwidth  is  inherently  a  slower- 
moving  technology  than  processing,  because  bandwidth 
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has  to  be  delivered  at  once  to  an  entire  area  while  proces- 
sors can  be  sold  one  at  a  time.  Robert  Lucky,  Bell  sys- 
tem laureate,  and  Paul  Green  of  IBM  debated  these  points 
two  decades  ago.  Stressing  the  dependence  of  bandwidth 
on  the  labor-intensive  digging  of  trenches  and  stretch- 
ing of  wires  across  continents  and  under  seabeds,  Lucky 
doubted  that  communications  could  ever  be  truly  cheap. 
!  . i  ecu,  a  computer  network  man,  thought  that  dig- 
ital computer  communications  could  join  the  Moore's 
Law  learning  curve. 

The  evidence  mounts  that  Green  was  more  than  right. 
Impressed  by  Green's  own  achievements  in  fiber  optics, 
Lucky  now  acknowledges  that  communications  power 
will  grow  at  least  tenfold  more 
than  computing  power  over 
the  next  decade.  Losing  the 
rough  metric  of  Moore's  Law, 
computer  power  doubles  every 
18  months.  Bandwidth  is  now 
doubling  at  least  every  year. 
Over  a  10-year  period,  this 
means  a  hundredfold  rise  in 
computer  power  and  at  least  a 
thousandfold  rise  in  band- 
width, measured  at  any  point 
in  the  network  from  the  home  to  the  backbone. 

The  reason  communications  power  has  lagged  behind 
computer  power  is  not  the  difference  in  technology  but 
in  regulation.  Moore's  Law  in  bandwidth  has  given  way 
to  what  venture  capitalist  Roger  McNamee  calls  Moron's 
Law,  the  labyrinthine  tangle  of  tariffs  and  rulings  and 
FCC  dockets  that  frustrate  the  implementation  of  com- 
munications advances.  With  an  acceleration  of  technol- 
ogy and  a  tsunami  of  new  Internet  demand  for  band- 
width, this  bottleneck  is  breaking  at  last. 

Backbone  capacity  is  leaping  upward  today.  As  TCP/IP 
coinventor  Vinton  Cerf  of  MCI  told  Forbes  ASAP  in  De- 
cember, his  company  correctly  predicted  its  backbone 
bandwidth  would  increase  from  45  megabits  per  second 
to  155  megabits  per  second  this  year,  or  by  a  factor  of 
nearly  four.  But  on  March  1 1,  MCI  Vice-President  of  En- 
terprise Marketing  Stephen  VonRump  told  Gordon  Cook 
of  the  Cook  Report  on  the  Internet  that  MCI  will  jack  up 
the  speeds  to  622  megabits  per  second  before  the  end  of 
the  year,  or  nearly  fifteenfold  in  one  year.  Meanwhile, 
cable  modems,  telco  Digital  Subscriber  Line  technolo- 
gies (from  HDSL  to  ADSL  and  SDSL)  and  digital  wireless 
advances  promise  even  larger  factors  of  expansion  in  the 
bandwidth  to  homes,  though  unlike  the  backbone  ex- 
pansion, the  impact  will  be  incremental. 

Shaping  the  future,  however,  will  be  breakthroughs  in 
laboratories.  As  "Into  the  Fibersphere"  maintained,  the 
ultima;;  -  >urce  of  bandwidth  expansion  is  the  immense 
capacity  oi  ptical  fiber.  Now  comprising  a  global  in- 
stalled ba  !<  :  10  million  miles  (some  25  million  miles 
in  North  An  eric  ach  optical  fiber,  as  Paul  Green  of 
IBM  estimate  ba  iSAP  tour  years  ago,  commands 

an  intrinsic  av.  nd  idth  of  25,000  gigahertz.  At 


Eerily  mimicking  computer 
experts  of  the  1960s  who  attested 

that  telephone  wires  were  too 
beset  with  noise  and  interference 
to  carry  digital  data,  telco  experts 

today  pronounce  cable  plant 
entirely  unsuited  for  Internet  bits. 


the  time,  the  world  record  transmission  over  a  signifi- 
cant distance  was  still  approximately  20  gigabits  per  sec- 
ond, and  the  highest  deployed  capacity  was  just  2.5  gi- 
gabits per  second.  Moreover,  the  light  pulses  had  to  be 
converted  to  electronic  pulses  every  50  to  70  kilometers 
to  amplify  and  regenerate  the  signal.  This  electronic  bot- 
tleneck restricted  the  speed  of  long-distance  transmission 
to  the  maximum  speed  of  the  optoelectronics,  or  some 
10  gigahertz.  So  Green's  projections  provoked  incredulity 
in  many  quarters. 

Early  this  year,  however,  Green's  visions  were  be- 
coming more  plausible.  On  Feb.  26,  1996,  at  the  con- 
ference on  Optical  Fiber  Communication  (OFC  '96)  in 

San  Jose,  Calif.,  papers  from 
Lucent  Technologies'  Bell 
Labs,  Fujitsu  and  NTT  Labs  all 
reported  successful  transmis- 
sions at  a  landmark  rate  of  a 
terabit  per  second,  one  twen- 
ty-fifth of  Green's  limit.  For 
these  terabit  rates,  Fujitsu  and 
Bell  Labs  used  between  50  and 
55  separate  bitstreams  or 
wavelengths,  each  some  20  gi- 
gabits per  second.  NTT,  which 
employed  10  separate  bitstreams,  also  reported  diffrac- 
tion grating  receivers  that  could  resolve  64  different  wave- 
lengths at  once. 

At  the  same  time,  erbium-doped  fiber  amplifiers  were 
smashing  the  electronic  bottleneck.  Impelled  by  a  pump 
laser  (light  amplification  by  stimulated  emission  of  radi- 
ation), these  all-optical  amplifiers  are  now  being  deployed 
in  networks  around  the  world.  They  open  a  new  era.  Sim- 
ple broadband  amplifiers  made  of  a  coiled  fiber  thread, 
they  replace  optoelectronic  repeaters  comprising  nine 
custom  bipolar  microchips  that  must  be  duplicated  for 
every  frequency  or  modulation  scheme  used  in  the  fiber. 
Thus  the  new  amplifiers  make  possible  the  creation  of 
vast  broadband  fiber  networks  bearing  hundreds  or  even 
thousands  of  separate  carriers,  and  permit  the  sending  of 
thousands  of  separate  messages  around  the  globe  or  un- 
der the  seas  entirely  on  wings  of  light.  The  bandwidth 
of  these  all-optical  amplifiers  is  now  up  to  4.5  terahertz, 
or  close  to  20%  of  Green's  estimated  limit. 

The  ultimate  capacity  of  fiber  is  not  a  merely  acade- 
mic issue.  At  a  rate  of  4,000  miles  a  day,  fiber  deploy- 
ment is  beginning  to  make  a  dent  in  neighborhoods. 
David  Charlton  of  Corning  estimates  that  over  the  past 
five  years,  the  top  10%  of'U.S.  households,  comprising 
most  of  the  early  technology  adopters,  have  drastically 
improved  their  access  to  fiber.  Five  years  ago  these  homes 
were,  on  average,  1,000  households  away  from  a  fiber 
node;  this  year,  they  are  just  100  households  away.  Milo 
Medin  of  ©Home  estimates  that  15%  of  U.S.  cable  TV 
subscribers  had  systems  directly  connected  to  fiber  nodes 
at  the  beginning  of  1996.  By  the  end  of  the  year,  that 
number  will  be  close  to  one-third. 

Hostility  to  cable  TV  remains  high  and  politically  use- 
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fill;  many  city  governments  subsist  on  cable  TV  franchise 
fees  and  regulate  these  companies  into  a  stupor.  Eerily 
mimicking  computer  experts  of  the  1960s  who  attested 
that  telephone  wires  were  too  beset  with  noise  and  in- 
terference to  carry  digital  data,  telco  experts  today  pro- 
nounce cable  plant  entirely  unsuited  for  Internet  bits.  But 
the  fact  remains  that  cable  TV  coax  is  the  only  truly 
broadband  link  already  in  most  U.S.  homes. 

Flaws  in  the  transmission  of  analog  video,  in  which 
every  glitch  of  interference  is  visible  on  the  screen,  fall 
away  in  digital  systems  that  can  deliver  flawless  images 
at  a  signal-to-noise  ratio  more  than  1,000  times  lower. 
DirecTV,  for  example,  does  not  outperform  cable  TV  be- 
cause it  is  harder  to  send  a  sig- 
nal a  few  thousand  feet  down 
a  coaxial  cable  than  to  zap  it  to 
a  satellite  23,600  miles  away, 
beam  it  to  an  18-inch  dish  on 
a  roof,  then  send  it  down  a 
coaxial  cable  to  your  TV.  The 
superiority  of  DirecTV  derives 
from  its  digital  nature.  Essen- 
tially, the  picture  is  created  in 
the  set  rather  than  at  the  sta- 
tion. Using  a  variety  of  new 
cable  modems,  possibly  in- 
cluding Cisco  and  Terayon's 
CDMA  for  upstream  signals 
(CDMA  finesses  interfering  fre- 
quencies by  spreading  codes 
through  them  all),  cable  TV 
plant  will  prove  to  be  entirely 
adequate  for  digital  transmis- 
sions, both  upstream  and 
downstream. 

But  what  about  switching, 
ask  the  critics  of  cable?  Claude 
Shannon  of  MIT  and  Bell  Labs, 
the  inventor  of  information 

theory,  had  the  answer  in  1948:  Bandwidth  is  a  replace- 
ment for  switching.  Rather  than  performing  the  pro- 
cessing at  some  central  point,  you  use  routers  in  the  Net 
and  filters  in  the  terminals.  If  you  have  adequate  band- 
width, you  can  emulate  any  switching  topology  you  want. 
Cable  commands  a  potential  of  some  8  gigabits  per  sec- 
ond of  two-way  bandwidth.  Linked  to  the  potential  ter- 
abits of  fiber  bandwidth,  cable  plant  has  as  much  chance 
of  accommodating  the  explosive  growth  of  the  Internet 
as  the  telcos  do. 

The  two  essential  models  for  the  distribution  of  in- 
formation are  select  and  switch  or  broadcast  and  select. 
Select  and  switch  is  based  on  intelligence  in  central  servers 
that  search  databases  for  desired  material,  and  on  intel- 
ligence in  switches  that  channel  the  material  to  the  de- 
sired address.  Select  and  switch  uses  computer  power  at 
the  servers  and  switches  to  compensate  for  the  lack  of 
bandwidth  on  the  network  and  the  lack  of  storage  and 
processing  power  in  the  terminals.  By  contrast,  broad- 


cast and  select  is  based  on  bandwidth  in  the  network  and 
on  intelligence  and  storage  in  the  terminals. 

Envisaging  video  servers,  information  warehouses  and 
other  centralized  schemes,  select  and  switch  is  the  mod- 
el pursued  by  much  of  the  industry  today.  In  some 
schemes,  agents  from  networked  terminals  search  through 
large  banks  of  data  looking  for  specified  items,  which  are 
switched  through  the  network  to  the  terminals.  Com- 
puters reach  out  and  grab  data  they  need  from  servers 
with  large  storage  facilities. 

Epitomized  by  the  World  Wide  Web  today,  the  mar- 
vels of  this  select-and-switch  model  are  evident  to  us  all. 
It  is  far  superior  for  personal  two-way  communications 

and  one-to-one  file  transfers. 
But  it  is  not  superior  for 
everything,  as  companies  try- 
ing to  send  movies  point-to- 
point  over  ATM  switches  dis- 
covered in  Orlando  and 
elsewhere.  The  success  of  se- 
lect and  switch,  using  the  stor- 
age of  servers,  has  been  too 
total  for  the  health  of  the  In- 
ternet. 

In  its  extreme  form,  select 
and  switch  contravenes  the 
laws  of  the  microcosm  and 
telecosm.  These  laws  will  in- 
crease storage  at  the  terminals 
far  faster  than  at  the  central- 
ized server  and  will  expand 
the  network's  bandwidth 
faster  than  its  switching  capa- 
bility. For  many  uses,  the 
broadcast-and-select  method 

is  appropriate — indeed,  in- 
This  summer,  MCI  increased  its  backbone  f.f-   evitable_and  its      ad  wil] 

teenfold,  from  45  to  622  megabits  per  second,  relieve  many  of  the  pressures 
surprising  even  TCP/IP  coinventor  Vinton  Cerf.   on  internet  capacity. 

Broadcast  and  select  is  the  system  used  in  wavelength 
division  multiplexing  systems  in  the  new  multi-bitstream 
terabit-per-second  fiber  tests.  Broadcast  and  select  con- 
forms closely  with  the  strengths  of  the  cable  system.  In 
late  April,  for  example,  Wave  Systems  (where  I  serve  as 
a  director)  launched  its  CablePC  project  in  the  heart  of 
Silicon  Valley  with  the  Palo  Alto  Cable  Co-op.  Sup- 
porting the  test  are  26  other  companies  with  equipment 
and  services,  including  cable  modems  from  Com21  and 
En  Technology';  a  merchandising  engine  from  Zero. one; 
the  Destination  PC/TV  from  Gateway  2000;  game  ma- 
chines from  MAK  Technologies;  and  content  from  Simon 
&  Schuster  Interactive,  Network  News,  William  Morris 
Agency,  Microsoft's  interactive  software  arm  and  an 
array  of  CD-ROM  publishers. 

This  system  uses  cable  bandwidth  to  broadcast  huge 
amounts  of  digital  information  and  entertainment.  Orig- 
inating anywhere  from  the  World  Wide  Web  and  Di- 
recTV satellites  to  CD  ROMs  on  a  PC,  the  rush  of  bits  will 
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be  filtered  and  downloaded  by  the  PC  at  the  program- 
mable specifications  of  the  viewer.  Customers  pay  for 
material  by  the  piece  and  only  when  they  choose  to  de- 
crypt it  through  an  onboard  "credit  chip"  or  WaveMe- 
ter  that  may  be  periodically  tapped  over  telephone  lines 
from  a  transaction  center.  Rather  than  millions  of  peo- 
ple downloading  new  versions  of  Netscape  one  at  a  time 
over  28.8  modems,  for  example,  you  can  program  your 
machine  to  download  all  new  Netscape  browser  releases 
to  your  hard  drive  when  they  are  broadcast,  probably  late 
at  night.  The  next  day  you  can  decide  whether  to  buy, 
save  or  delete  the  program.  Explains  new  Wave  Systems 
president  Steven  Sprague,  "This  system  creates  a  new 
channel  where  the  customer 
pays  only  for  what  is  used, 
when  it  is  used,  and  the  own- 
er of  intellectual  property 
benefits  from  each  use." 

Together  with  systems  of 
mirroring,  replicating  and  lo- 
cal buffering  being  pioneered 
by  ©Home,  the  CablePC  pro- 
ject is  one  of  many  ways  to  use 
cable  bandwidth  to  relieve 
pressure  on  the  Net  and  to  ex- 
ploit the  ever-rising  intelligence  and  storage  in  the  ter- 
minals. Other  broadcast-and-select  systems  include  Point- 
Cast for  the  PC,  which  uses  the  Screensaver  as  a  way  to 
display  programmably  filtered  news  and  other  informa- 
tion. Another  large  contribution  of  broadcast-and-select 
bandwidth  for  the  WWW  will  come  from  digital  satellite 
systems,  such  as  DirecTV,  that  devote  channels  to  Inter- 
net services. 

Meanwhile,  coming  to  the  rescue  of  the  Net  backbone 
are  an  array  of  technologies  incorporating  asynchronous 
transfer  mode  (ATM),  an  elaborate  set  of  standards  for 
broadband  switching.  Supported  by  some  800  companies 
in  the  ATM  Forum,  ATM  resembles  RISC  (reduced  in- 
struction set  computer),  which  accelerates  speeds  by  mak- 
ing all  instructions  the  same  length  and  processing  them 
in  silicon.  Similarly,  ATM  breaks  all  data  into  53  byte  cells, 
small  enough  to  be  processed  in  a  semiconductor  chip  at 
speeds  fast  enough  to  accept  voice,  video  or  data  at  once. 
Conceived  as  an  end-to-end  system  from  your  phone  or 
PC  through  the  "cloud"  to  your  Internet  service  provider 
and  beyond,  ATM  seems  a  panacea  for  the  protocol  zoo 
emerging  in  data  communications. 

ATM  to  the  desktop  faces  dire  challenges,  however. 
Paul  Green  noticed  that  the  most  popular  booth  at  the 
early  May  A7  M  ¥ear  '96  conference  in  San  Jose  was  by 
a  company  call  >i  Ipsilon.  Now  partnering  with  Hitachi, 
Ipsilon  m  n  IP  switch  that  dispenses  with  all  ATM 
software  and  'is,  -  .  r  \t  cells  only  for  fast  hardware  switch- 
ing. Similar!;,  ar  [see  Forbes  ASAP,  "Angst  and  Awe 
on  the  Interru  !•,  19951.  now  being  purchased  by 
Ascend  Commi  for  $300  million  in  stock,  of- 
fers an  IP  crossba.  gallium  arsenide  with  a  back- 
plane throughput  c  its  per  second.  Meanwhile, 


Metcalfe's  economics  arguments 
are  largely  true.  As  Michael  Roth- 
schild's Bionomics  shows,  growth 
in  natural  and  economic  systems 
depends  on  running  a  surplus 
in  every  cell.  But  the  cells  of  the 
Internet  are  thriving  today. 


vendors  of  Fast  Fthernet  and  Gigabit  Ethernet  attracted 
increasing  attention.  Why  transform  your  network  when 
you  can  get  most  of  the  advantages  of  ATM  through  new 
forms  of  Ethernet  and  TCP/IP?  But  in  one  form  or  an- 
other, ATM  switches  are  still  the  fastest  switches  and  use 
their  advantage  in  silicon  integration  to  dominate  the  top- 
of-the-line  slots  in  the  backbone  of  the  Internet. 

REVENGE  OF  BEARDS  AND  BIRKENSTOCKS 

The  readers  of  Forbes  asap  will  recall  Gordon  Jacob- 
son  and  Avi  Freedman,  East  Coast  ISPs  who  have  graced 
these  pages  contemplating  a  national  network.  Tonight,  in 
New  York,  they  are  debating  the  future  of  the  Net  with 

each  other  and  with  two  exec- 
utives from  a  San  Diego  com- 
pany called  AtmNet  who  have 
similar  ambitions.  I  am  there  to 
get  a  view  from  the  pits  of  the 
Internet  on  Metcalfe's  lament. 

Jacobson  has  a  problem, 
though.  He  wants  to  take  us  to 
Le  Colonial  on  East  57th 
Street,  which  he  describes  as 
the  hottest  bar  and  best 
French-Vietnamese  restaurant 
in  the  city.  But  the  bearded  Avi  Freedman  has  shown  up 
in  a  green  T-shirt  and  Birkenstock  sandals,  which  won't 
cut  it  at  Le  Colonial. 

A  second-floor  hideaway,  Le  Colonial  looks  like  Rick's 
place  in  Casablanca,  so  they  say,  and  it  sounds  like  a  bar 
on  the  Champs-Elysees.  More  important  to  guru  Gor- 
don, it  allows  him  to  flaunt  a  tycoon's  cigar,  unlike  PJ. 
Clarke's,  his  other  favored  haunt,  which  has  succumbed 
to  nicotine  correctness  since  Dan  Jenkins's  novel  on  the 
Giants,  Semi-Tough,  celebrated  its  smoke  and  grit.  Un- 
like P.J.  Clarke's  with  its  elderly  Irish  trolls,  Gordon  tells 
us,  Le  Colonial  offers  "the  most  beautiful  bartender  in 
all  New  York.  You  got  to  see  her." 

Avi,  though,  has  more  important  things  on  his  mind. 
Polynomials. 

They're  a  dilemma,  those  polynomials.  But  Gordon 
decides  to  act  anyway.  We  will  start  out  with  dinner  at 
Clarke's  and  then  move  on  to  Le  Colonial  for  after-din- 
ner drinks.  At  the  bar,  Le  Colonial  will  tolerate  the  T- 
shirt,  and  perhaps,  with  adequate  lubrication,  we  will  be 
able  to  relieve  the  pressure  of  the  polynomials. 

The  Internet  is  in  the  process  of  a  horizontal  explo- 
sion, with  new  network  exchange  points  popping  up 
everywhere — two  in  L.A.,  one  each  in  Tucson,  Phoenix, 
Atlanta,  Cincinnati — you  name  it,  a  hundred  or  more  net- 
work exchange  facilities  coming  online.  AtmNet  is  be- 
ginning one  in  San  Diego  and  has  plans  to  participate  in 
those  in  L.A. 

Meanwhile,  the  P.J.  Clarke's  waiter,  delivering  salad 
with  home  fries  well  done  and  a  Diet  Pepsi,  is  struggling 
with  the  demands  of  serving  different  meals  to  five  cus- 
tomers (that's  25  different  possibilities).  With  mental 
buffers  overflowing  and  packet  losses  mounting,  he  re- 
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solves  on  a  polling  algorithm,  offering  the  plate  to  each 
of  us  around  the  table  before  settling  on  Avi.  Gordon  is 
looking  worried;  Avi  is  questioning  his  confidence  that 
ATM  sw  itching  can  resolve  most  of  the  complexity  prob- 
lem.-, on  the  Internet. 

SEX  AND  POLYNOMIALS  AT  LE  COLONIAL 

I  ask  whether  THE  problem  arises  from  scanty  RAM 
buffers  in  the  Cisco  routers.  Avi  says  no.  An  entire  glob- 
al routing  table  still  takes  just  14  megabytes  and  virtual- 
ly everyone  on  the  Net  can  now  handle  that.  Soon  they 
will  be  able  to  handle  a  gigabyte  of  routes,  no  sweat, 
enough  to  deal  with  any  foreseeable  growth  of  the  Net. 
Yes,  I  observe,  it's  ex- 
ponential; I  talk  about  it 
all  the  time.  No,  Avi 
corrects  me,  complexity 
growth  is  not  exponen- 
tial. It  is  polynomial. 

This  problem  will 
have  to  wait,  however, 
says  Gordon,  hailing  the 
waiter.  It's  time  to  leave 
for  Le  Colonial.  Gor- 
don wants  Jim  Brown- 
ing and  John  Mevi  of 
AtmNet  to  explain  how 
their  ATM  systems  can 
transcend  all  these  com- 
plexities. 

AtmNet  is  visiting 
New  York  to  consult 
with  Gordon  and  Avi 
about  AtmNet's  plans  to 
create  a  new  national 
155-megabit  backbone 
across  the  country. 
AtmNet  already  has  a 
1 55-megabit-per-second 
backbone  on  the  West  Coast  connecting  San  Diego,  L.A. 
and  San  Francisco.  But  they  are  dependent  on  the 
caprices  of  long-distance  carriers  to  cross  the  country. 
Gordon  pays  the  waiter  and  we're  off  to  Le  Colonial. 

After  dinner,  Avi's  T-shirt  and  sandals  pass.  But  upon 
arrival,  Gordon  is  crestfallen:  The  exponential  bartender 
is  off  for  the  night.  When  Gordon  recovers,  we  all  troop 
to  a  table  in  the  corner.  Thronging  the  room  are  mod- 
els in  miniskirts — tall,  lithe  and  pneumatic.  Across  the 
table,  in  front  of  a  large  framed  photograph  with  a  wraith- 
like image  of  Ho  Chi  Minh  in  a  Huey  Newton  chair,  a 
sleek  young  couple  in  black  hungrily  writhes  through  hot 
kisses.  A  sultry  Asian  waitress  in  a  red  kimono  blouse 
emerges  from  behind  palm  leaves  to  take  orders  of  port, 
Courvoisier  and  Diet  Pepsi.  Avi  is  worried  that  we  still 
don't  get  his  point  about  the  polynomials. 

He  wants  to  correct  me:  Strictly  speaking  it  is  not  ex- 
ponential (that's  when  the  expo  ient  rises),  it  is  polyno- 
mial (the  variable  //  rises).  In  this  case,  the  complexity  of 


Gordon  Jacobson  proves  the  adage  that  where  there's  a 
need,  entrepreneurs  will  rise  to  fill  it.  jacobson  is  stitching 
together  a  network  from  "dark  fiber"  and  motley  ISPs. 


the  network  rises  by  //  nodes  times  //-/,  which  is  not  even 
quite  the  square  ol  //.  I  got  it.  The  growth  ol  Internet 
complexity  is  polynomial.  But  the  growth  curve  still  ris- 
es toward  the  sky,  okay? 

Avi  ignores  my  comment  and  cruises  on.  Cisco  is  sell- 
ing 60, 000  routers  a  month.  It's  the  low  end  of  the  Net 
that  is  exploding.  Hierarchical  segmentation  through 
routers  is  the  answer,  reducing  the  n  squared  factor  to 
the  logarithm  of  //.  "Log  n  is  wonderful,"  Avi  says.  "It 
shears  off  complexity."  The  curves  are  relatively  flat. 
But  what  about  Metcalfe's  prediction  of  a  whopping  In- 
ternet crash  in  1996?  Avi  will  get  to  that.  And  what  is 
the  role  of  AtmNet's  ATM  switches? 

Indeed.  Apparently 
joining  Avi  in  ignoring 
these  tantalizing  ques- 
tions, the  girl  across  the 
table  raises  her  legs  and 
hooks  them  sinuously 
around  the  body  of  the 
sleek  young  man.  The 
waitress  leans  forward  to 
deliver  the  drinks,  suf- 
fusing the  table  with  ex- 
otic perfumes.  The  two 
AtmNet  promoters  insist 
that  the  router  problem 
can  be  overcome  through 
the  interposition  of  ATM 
switches. 

Avi  dismisses  the 
ATM  argument.  The 
complexity  curve  is  still 
polynomial,  he  says. 
Whether  routed  or 
switched,  the  messages 
have  to  follow  the  same 
physical  routes.  The 
complexity  is  the  same. 
Moreover,  Avi's  cell  phone  is  on  the  blink  and  he  has 
been  out  of  reach  for  three  hours.  Gordon  offers  a  show- 
off  Audiovox  the  size  of  a  pack  of  cards,  only  lighter.  Avi 
manages  to  put  through  a  call. 

The  girl  across  the  table  shudders  with  pleasure  as  the 
man  reaches  out  and  cups  her  breasts  in  his  hands.  "The 
FIX  is  down,"  Avi  sighs.  "What  does  that  mean?"  I  ask. 
That  means,  so  I  learn,  a  45-megabit  line  is  out  of  ser- 
vice and  the  Federal  Internet  Exchange,  a  Washington 
NAP,  cannot  trade  routes  or  data  with  MAE  East,  Metro- 
politan Fiber  Systems's  Fiber  Distributed  Data  Interface 
exchange  point  in  Vienna,  Virginia.  This  glitch  ramifies, 
creating  certain  problems  for  some  of  Avi's  new  customers 
in  Washington.  The  young  man  whispers  something  in 
the  ear  of  the  girl.  She  balks.  "No,  I'm  getting  embar- 
rassed," she  says.  "Let's  leave."  "I'll  call  back  in  10  min- 
utes," says  Avi.  The  pair  unwrap  their  entangled  limbs 
and  staggers  up  from  the  table.  Avi  and  the  rest  of  us  get 
up  to  go. 
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Thus  ends  the  visit  to  the  palmy  domain  of  Le  Colo- 
nial. Before  I  can  pry  in  a  question  about  Metcalfe,  Avi 
is  on  the  road  back  home  to  his  wife  and  an  Internet  cri- 
sis at  1  1  p.m.,  enjoying  life  as  a  Diet  Pepsi  bon  vivant 
polynomial  ISP.  Anyway,  it  was  time  for  fresh  air.  John 
Mevi  of  AtmNet  needs  a  break.  "Avi  talks  so  fast  it  makes 
my  ears  ring,"  he  explains.  "You've  got  to  understand. 
I'm  from  a  telco  environment." 

So  it  was  that  on  a  steamy  evening  in  New  York,  on 
June  17,  I  returned  to  consult  Avi  again  on  Metcalfe's 
predictions  of  a  network  crash.  We  met  with  Gordon 
Jacobson  at  Martini's,  an  Italian  restaurant  near  the  Sher- 
aton Hotel  on  the  west  side  of  Manhattan.  While  Avi 
and  Gordon  consume  a  lox 
pizza  and  several  orders  of 
pasta,  I  question  these  men 
who  live  on  the  Net  from 
minute  to  minute,  day  to  day, 
who  live  in  a  world  of  routing 
tables,  TCP/IP  address  resolu- 
tions, and  BGP  (Border  Gate- 
way Protocol)  and  Gate  Dae- 
mons, about  what  they  make 
of  the  doom  scenario. 

Avi  believes  that  Metcalfe 
has  ascended  to  an  elevation  in  the  industry  that  takes 
him  out  of  the  loop.  He  really  doesn't  get  it.  The  Mer- 
it data  is  mostly  irrelevant.  Pings  from  the  Routing  Ar- 
biter are  weighted  as  lowest-priority  packets.  It  is  pre- 
dictable and  unimportant  that  many  are  dropped  and 
re-sent.  "That's  the  way  the  Internet  works.  Like  Eth- 
ernet, it  is  tolerant  of  failure.  Undelivered  packets  are 
re-sent;  they  show  up  as  a  few  milliseconds  of  delay." 

Metcalfe  makes  much  of  Merit's  index  of  router  in- 
stability, measured  by  the  number  of  routes  announced 
and  withdrawn.  In  the  extreme,  instability  brings  "route 
flaps,"  in  which  waves  of  announcements  and  withdrawals 
spread  across  the  Net  in  positive  feedback  loops  that  con- 
gest the  system.  Avi  dismisses  this  effect.  "There  have  been 
no  significant  route  flaps  in  the  last  six  months  or  more." 

A  large  portion  of  the  instability  problems  is  attrib- 
utable to  a  bug  in  Cisco  router  software  that  is  in  the 
process  of  being  fixed.  He  confirms  the  findings  of  Ken 
Ehrhart  of  Gilder  Technology  Group  that  shows  little 
correlation  between  the  router  instability  number  and 
performance  of  the  Net  measured  by  throughput  at  NAP 
switches.  While  all  this  "wild  statistical  behavior"  went 
on,  the  Net  continued  to  perform  stably  by  using  other 
routes,  circumventing  the  congested  paths.  "That's  how 
the  Internet  works." 

Avi  sums  it  up:  "Metcalfe  has  become  an  elder  states- 
man and  now  he  is  doing  more  harm  than  good,  spread- 
ing fear  and  doubt  while  the  rest  of  us  solve  the  prob- 
lems." As  Ehrhart  puts  it,  "  These  Merit  numbers  bear 
bad  names  like  'instability,'  'packet  loss'  and  'delay.'  Met- 
calfe says  these  bad  things  are  growing  wildly.  But  in  back 
of  these  numbers  what  is  really  growing  wildly  is  the  In- 
ternet and  that  is  a  good  thing."  Richard  Shaffer's 


Businesses  prosper  by  using  the 
defining  abundance  of  their  era  to 
alleviate  the  defining  scarcity. 
Today  this  challenge  implies  a 
commanding  moral  imperative:  to 
use  Internet  bandwidth  in  order  to 
stop  wasting  the  customer's  time. 


ComputerLetter,  for  example,  reports  that  MCl's  backbone 
traffic  has  risen  fivefold  in  the  last  year.  MCI  reports  that 
its  traffic  has  grown  a  total  of  5,000%  since  it  opened 
the  backbone  in  1994. 

Like  Howard  Anderson,  Bill  Gates,  Andy  Grove  and 
other  bandwidth  skeptics,  Metcalfe  seems  to  find  the  ex- 
plosive growth  of  his  intellectual  progeny — Ethernets 
and  Internets — too  good  to  be  true.  All  the  sages  and  ti- 
tans seem  to  seek  obsessively  the  worms  in  the  Giant 
Peach  as  it  hurtles  through  the  air.  The  message  from 
Avi,  Gordon  and  the  AtmNet  crew  is  "Let  them  eat 
worms.  We'll  feast  on  the  peach." 

Metcalfe's  economics  arguments  are  largely  true.  As 
Michael  Rothschild's  Bionom- 
ics shows,  growth  in  natural 
and  economic  systems  depends 
on  running  a  surplus  in  every 
cell.  But  the  cells  of  the  Inter- 
net are  thriving  today.  From 
the  creators  of  the  backbone 
who  lease  their  facilities,  to  the 
ISPs  who  are  madly  multiply- 
ing their  points  of  presence, 
the  leading  companies  are  at- 
tracting so  much  investment 
and  support  that  laggard  behemoths  such  as  AT&T,  TCI 
and  the  RBOCs  are  rushing  in. 

The  law  of  the  telecosm  depends  on  the  principle  that 
new  computers  and  routers  on  the  Net  not  only  use  its 
resources  but  also  contribute  new  resources  to  it.  If  the 
recent  upsurge  in  Intranets  is  parasitical  to  some  degree 
(because  these  newcomers  use  the  resources  of  the  Net 
without  contributing  resources  of  their  own),  the  ulti- 
mate parasite  on  the  scene  may  be  AT&T,  which  com- 
mands perhaps  the  world's  largest  Intranet. 

AT&T  has  attracted  some  6  million  orders  from  new- 
comers for  Net  service,  with  plans  to  have  20  million  by 
the  end  of  the  year,  while  lagging  far  behind  MCI  and 
Sprint  in  contributing  to  the  Internet  system.  Until  re- 
cently, AT&T's  vast  fiber  backbones  carried  just  2%  of 
Internet  traffic.  AT&T  preens  as  the  largest  and  lowest- 
cost  ISP,  but  its  traffic  mostly  travels  the  backbones  of 
MCI,  Sprint  and  other  national  Internet  carriers.  A  key 
to  clearing  the  current  bogs  and  bit  pits  of  the  Internet 
and  preventing  a  Metcalfe  collapse  is  the  enlisting  of  the 
full-fiber  and  switching  resources  of  AT&T  to  relieve  the 
pressure  on  the  existing  NAPs  and  backbones  and  to  ac- 
commodate the  Internet's  growth.  AT&T  is  currently  mov- 
ing to  supply  such  support. 

The  Intranets  criticized  by  Metcalfe  are  crucial  to  the 
Internet's  growth.  Like  the  corporate  PCs  that  spear- 
headed the  advance  of  PC  technology,  Intranets  spread 
Internet  technology  through  business,  expand  the  mar- 
ket for  high-powered  gear,  lower  component  prices,  en- 
large bandwidth,  and  bring  new  users  and  buyers  onto 
the  Net. 

As  for  Metcalfe's  prediction  of  Internet  crashes  from 
private  network  overflows,  the  fact  is  that  no  comput- 
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cr  memory  system  could  work  w  ithout  the  principle  of  bandwidth  abundance,  stemming  from  breakthroughs  in 
locality-  the  tendency  of  memory  accesses  to  focus  on 
a  contiguous  region  of  addresses.  The  Internet  is  sim- 
ilar, internal  corporate  e-mail,  for  example,  is  about  10 
times  as  voluminous  as  remote  e-mail.  Metcalfe's  pri- 
vate Net  overflow  cascade  is  mostly  a  theoretical 
chimera.  Like  Ethernets,  "the  Internet  works  in  prac- 
tice but  not  in  theory." 

A  second  key  fact  of  the  Internet  is  that  nothing  in 
modern  computer  systems  could  survive  the  combinato- 
rial explosions  of  multimillion-line  software  programs 
and  multimillion-node  circuitry  without  the  magic  of  the 
microcosm.  Semiconductors  sink  the  complexity  into  sil- 
icon, where  it  gives  way  to 
the  exponential  boon  of  the 
power-delay  product.  The 
performance  of  the  cir- 
cuit— measured     by  its 
speed  and  low  power — im- 
proves   roughly    by  the 
square  of  the  number  of 
transistors  on   the  chip. 

A  microprocessor  using 
separate  components  would 
be  taller  than  the  Empire 
State  Building  and  cover 
most  of  New  York  state. 
Most  of  the  problems  of 
Internet  complexity  must 
be  solved  the  same  way 
that  the  microprocessor 
solves  its  complexity  ex- 
plosion, sucking  the  com- 
plexity into  semiconductors 
and  taming  it  on  the  chip. 
This  means  that  Internet 
nodes  would  ideally  be  sin- 
gle-chip systems.  Avi  is 
correct;  it  makes  little  dif- 
ference whether  these  sys- 
tems are  routers  or  switches.  Today  the  backbone  is  be- 
ing renewed  by  ATM  switches  because  these  devices 
integrate  more  of  the  process  onto  silicon  than  any  oth- 
er switches.  In  the  future,  broadband  optics  will  likely 
prevail  by  integrating  entire  communications  systems 
onto  seamless  webs  of  glass. 

THE  INTERNET  AS  LIFE  EXTENDER 

The  Internet  is  a  human  contrivance  requiring  finance 
and  physical  renewal.  In  practice,  this  means  capital  from 
phone  companies  and  other  large  institutions.  In  the  real 
world,  self-organizing  systems  rely  on  market  incentives 
rather  than  bio-analogies.  Metcalfe  is  right  that  these  in- 
centives must  be  protected  and  extended  in  order  for  the 
law  of  the  telecosm  to  conquer  the  laws  of  entropy. 

i  he  key  remaining  obstacle  to  the  fulfillment  of  the 
promise  of  the  Internet  is  government  regulation.  This 
le  is  being  overcome  at  last  by  the  brute  force  of 


fiber  optics,  smart  radios,  satellites  and  cable  modems. 

In  every  industrial  transformation,  businesses  prosper 
by  using  the  defining  abundance  of  their  era  to  alleviate 
the  defining  scarcity.  Today  this  challenge  implies  a  com- 
manding moral  imperative:  to  use  Internet  bandwidth  in 
order  to  stop  wasting  the  customer's  time.  Stop  the  cal- 
lous cost  of  queues,  the  insolence  of  cold  calls,  the  wan- 
ton eyeball  pokes  and  splashes  of  billboards  and  unwanted 
ads,  the  constant  drag  of  lowest-common-denominator 
entertainments,  the  lethal  tedium  of  unneeded  travel,  the 
plangent  buffeting  of  TV  news  and  political  prattle, 
the  endless  temporal  dissipation  in  classrooms,  waiting 

rooms,  anterooms, 
traffic  jams,  toll 
booths  and  assembly 
lines,  through  the 
impertinent  tyranny 
of  unneeded  and  af- 
terwards ignored  sub- 
mission of  forms, 
audits,  polls,  waivers, 
warnings,  legal  petti- 
foggery. 

All  these  affronts 
once  were  tolerable  in 
an  age  when  the  cus- 
tomer's time  seemed 
abundant — an  avail- 
able economic  exter- 
nality in  an  economy 
of  material  scarcity. 
All  are  intolerable 
in  an  age  of  com- 
pounding abundance, 
pressing  down  on 
the  span  of  life  as 
the  irreducible  scarcity. 

For  all  this  abusive 
waste  of  the  most 
precious  resource,  the  remedy  is  the  Net.  Businesses  must 
use  its  defining  abundance — MIPS,  bits  and  gigahertz — 
to  redress  the  residual  scarcity  of  time.  A  key  way  to  save 
time  is  to  economize  on  space — geography.  In  practical 
terms,  there  is  only  one  way  to  collapse  time  and  space 
together.  That  is  to  relegate  more  and  more  of  the  rou- 
tine functions  of  life  to  microchips,  where  room  expands 
as  space  contracts,  and  where  operations  cycle  in  nanosec- 
onds, and  then  to  interconnect  the  chips  through  the 
technologies  of  the  speed  of  light.  This  is  the  promise  of 
the  Internet  and  it  will  keep  the  Giant  Peach  aloft  and 
ascendant  in  the  new  global  economy  of  bandwidth 
abundance.  ■ 

George  Gilder's  previous  Telecosm  article  was  "Goliath  at 
Bay"  (Feb.  26,  1996).  For  that  and  previous  installments, 
visit  the  Forbes  website  at  www .forbes.com .  or  the  Discov- 
ery Institute's  site  at  www.discovery.org. 


A  brash  young  Internet  service  provider,  Avi  Freedman 
sums  it  up,  "Metcalfe  has  become  an  elder  statesman 
and  now  he  is  doing  more  harm  than  good,  spreading 
fear  and  doubt  while  the  rest  of  us  solve  problems." 
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FREE  INFORMATION 


PLUS 


FORBES  ASAP  advertisers  have  much  to  offer  ASAP 
readers.  To  receive  free  information  from  any  of  the 
following  advertisers,  simply  fill  out  the  attached  FREE 
INFORMATION  PLUS  card,  check  the  box(es)  of  each 
advertiser  that  interests  you  and  drop  the  card  in  the 
mail.  OR  Order  information  toll  free,  24  hours  a  day  by 
calling  1-800-463-6903.  OR  Fax  your  completed  card  to 

y*;  fit  f^12l  972-^165 


communications 


1.  ANIXTER  INC.  Anixter  is  a  global  networking  and 
cabling  systems  specialist  supplying  products  and 
services  for  the  transmission  of  data,  voice,  video 
and  multimedia. 

TELECOMMUNICATIONS 

2.  GTE  CORPORATION  For  more  information  and  an 
annual  report,  circle  GTE  Corporation  on  the  adja- 
cent card. 


services 


3.  TSMC  TSMC  is  the  world's  largest  and  fastest 
growing  dedicated  semiconductor  foundry. 
Headquartered  in  Taiwan,  TSMC  offers  processes 
that  focus  on  advanced  logic,  mixed  signal  and  a 
wide  array  of  memory  devices. 

MARKETING  COMMUNICATIONS 

4.  HENSLEY  SEGAL  RENTSCHLER  INC.  A  marketing 
communications  firm  specializing  in  niche  markets 
and  narrowcast  media.  Named  Advertising  Age's 
Business  Marketing  "Agency  of  the  Year"  in  part  for 
its  innovative  work  in  Internet  marketing. 

MINISTERIAL  LOCATIONS  ADVISORY  SERVICES 

5.  BAVARIAN  MINISTRY  FOR  ECONOMIC  AFFAIRS, 
TRANSPORT  AND  TECHNOLOGY  The  Location 
Advisory  Service  of  the  Bavarian  Ministry  for  Economic 

j  Affairs,  Transport  and  Technology  provides  consultancy 
and  assistance  through  all  stages  of  a  company's  site 
selection  process. 

•  ON-LINE  SERVICES* 

6.  CHARLES  SCHWAB  &  COMPANY,  INC.: 
E.SCHWAB  1-800-372-4922  e  Schwab,  the  new  state 
of  the  art,  computerized  trading  service  from  Charles 
Schwab.  Visit  us  on  the  Web  at  http://www.schwab.com 

7.  E*TRADE  SECURITIES,  INC.  E*TRADE  Securities, 
Inc  Obtain  quotes,  place  trades  via  your  PC  or  touch-tone 
phone  with  America's  Electronic  Brokerage™  For  more 
information  and  low  commissions,  call  1-800-STOCKS-3 
MFBA26. 


software 


8  COMPUTER  ASSOCIATES  Call  1-800-225-5224  for 

more  information. 

•  BUSINESS  SOFTWARE 

9.  J.D.  EDWARDS  &  COMPANY  OneWorld  is  J.D. 
Edwards'  client/server  software  solution.  The  enterprise- 
wide  offering  runs  across  multiple  platforms  including  the 
AS/400.  RS/6000,  HP  9000,  Digital  Alpha  Server,  and 
System/390. 


•  COMMUNICATIONS* 

10.  PROCOMM  PLUS  -  PC  COMMUNICATIONS 
SOFTWARE  Procomm  Plus  3.0  for  Windows  is  the  first 
PC  communications  software  to  seemlessly  integrate 
Internet,  fax  and  data  communications. 

*  DATABASES  * 

11.  ACXIOM  CORPORATION  Acxinm  Corporation 
provides  data  warehousing  and  decision  support 
services,  and  products  that  allow  businesses  to  make 
informed  marketing,  merchandising,  and  risk  management 
decisions. 

♦  BUSINESS  SOFTWARE 

12.  CADENCE  DESIGN  SYSTEMS,  INC.  Cadence 
Design  Systems,  Inc.  provides  comprehensive  services 
and  technology  for  the  product  development  requirements 
of  the  worldis  leading  electronic  companies. 

ENTERPRISE  BUSINESS  APPLICATIONS 

13.  PEOPLESOFT  1-800-947-7753  PeopleSoft  develops, 
markets,  and  supports  a  complete  suite  of  business  appli- 
cations -  PeopleSoft  Financials,  PeopleSoft  Distribution, 
PeopleSoft  Manufacturing,  and  PeopleSoft  HRMS  -  for 
enterprise-wide  information  management.  800-947-7753. 

#  FINANCIAL* 

14.  BUSINESS  MATTERS/CASHE'... Business  Matters 
develops,  markets  and  supports  business  effectiveness 
software.  Its  products  are  designed  to  enhance  the  busi- 
ness skills  or  users  beyond  generic  desktop  applications 
by  augmenting  user  knowledge  and  eliminating  applica- 
tion programming.  Cashe,  is  a  knowledge-based  financial 
forecasting  and  business  planning  software  solution  for 
people  who  make  decisions  that  impact  the  overall  finan- 
cial position  of  their  organization. 

GLOBAL  SUPPLY  CHAIN  MANAGEMENT 

15.  QAD  INC.  QAD  is  a  leading  developer  and  global  sup- 
plier of  integrated  business  software  and  services  includ- 
ing manufacturing,  distribution,  customer  service  and 
financial  applications  in  an  open  systems  environment. 

*  NETWORKING* 

16.  CABLETRON  SYSTEMS,  INC.  The  recognized  leader 
in  comprehensive,  high-performance  mtranetworking 
solutions,  including  LAN  and  ATM  switches,  advanced 
network  and  systems  management  software,  and  service 
and  support. 

REMOTE/MOBILE  COMPUTING  S 

17.  XCELLENET  XcelleNet  Inc  develops  and  markets 
RemoteWare,  a  system  software  foundation  for  enterprise 
scale  remote  and  mobile  computing.  Foi  more  information 
call  1-800-322-3366. 

I  SUPPLY  CHAIN  * 

18.  DALY  &  WOLCOTT  Application  Plus  is  an  integrated, 
enterprise-wide  set  of  supply  chain  and  financial  manage- 
ment software  solutions  running  on  29  different  platforms 
and  all  major  databases. 


hardware 


LAPTOPS/PORTABLES 


19.  PSION  INCORPORATED  The  Psion  Series  3a, 
World's  best  selling  palmtop,  has  eleven  applications 
(Wordprocessing,  Spreadsheet,  Database,  Agenda,  etc.] 
PC  and  Mac  Connectivity  and  Email  Capabilities. 
Call  1-800-99-PSION  for  more  information. 


20.  RICOH 


PRINTERS 


other 


21  OLYMPUS  NOTECORDER  100  For  more  information, 
please  call  1-800-622-6372. 

22.  U.S.  ROBOTICS  U.S.  Robotics  Corporate/Systems 
Division  provides  end-to-end  network-wide  solutions 
including  remote  access  servers,  ISDN,  modems,  digital 
access  devices.  Frame  Relay,  and  X.25  network  access. 
Call  1-800-USR-CORP  or  visit  http://www.usr.com. 

*  COMPUTER/TECHNOLOGY* 

23.  SPYGLASS,  INC.  Spyglass,  Inc.  provides  open 
component  web  technology  which  can  web-enable 
any  application,  service  or  device. 

ECONOMIC  DEVELOPMENT 

24.  ARIZONA  DEPARTMENT  OF  COMMERCE  For 

more  information  on  expanding  or  relocating  your  busi- 
ness, contact  the  Arizona  Department  of  Commerce  at 
800-528-8421. 

25.  IOWA  DEPARTMENT  OF  ECONOMIC  DEVELOPMENT 

Making  the  Swart  Move  An  Executive  Guide  to  Site 
Selection  is  a  comprehensive  "how-to"  on  evaluating  and 
choosing  a  site  to  expand  or  locate  your  business. 

26.  OHIO  DEPARTMENT  OF  DEVELOPMENT  Ohio 

the  number  one  location  for  new  facilities  and  expansions 
for  three  straight  years.  If  you're  in  business,  you  need  a 
partner  like  Ohio. 

*  INFORMATION  MANAGEMENT  SYSTEMS  * 

27.  MICROAGE  INFOSYSTEMS  SERVICES  MicroAge 
and  MicroAge  Infosystems  Services  markets  information 
technology  products  and  services  through,  and  in  partner- 
ship, with  the  international  network  of  more  than 

1,500  franchised,  company-owned  and  affiliated  reseller 
locations. 

*  SECURING  BUSINESS  APPLICATIONS* 

28.  V-ONE  V-0ne,  provider  of  universal  network  security 
foundations,  offers  SmartWall,  an  intelligent  Internet 
firewall,  and  SmartGATE,  the  only  security  solution 
enabling  sensitive  financial  Internet  transactions  with 
complete  confidence. 


TODAY,  OR  CALL  TOLLFREE:  1-800-463-6903, 
OR  FAX  YOUR  COMPLETED  INFORMATION 
PLUS  CARD  TO  US  AT:  (312)  922-3165. 
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BANDWIDTH 

ON  DEMAND 

BY    GARY     ANDREW  POOLE 


DOES  YOUR  CIO  HAVE  A  BANDWIDTH  STRATEGY?  NO? 
FIRE  THEM, OR  MAKE  SURE  THEY  GET  ONE-OR  YOU  R 
SNAPPY  INTRANET  MAY  SOON  GRIND  TO  A  HALT. 


You  might  feel  pretty  darn  happy  that  your  company 
has  access  to  the  Internet — or  that  you've  developed 
your  very  own  company  Intranet — but  your  glee 
may  be  short-lived.  Unless  you're  buying  bandwidth  and 
making  pacts  with  the  right  Internet  providers,  your  net- 
work could  be  in  trouble.  Imagine  not  being  able  to  send 
e-mail  to  your  assistant,  or  worse,  your  customers  getting 
the  equivalent  of  a  busy  signal  eveiy  time  they  try  to  or- 
der something  from  your  company — while  your  bandwidth- 
savvy  competitor  has  access  and  is  taking  orders. 

See,  the  popularity  of  the  Net — from  doing  real  business 
to  sending  love  letters  to  Pamela 
Anderson  Lee — has  clogged 
the  thing  up.  When  the 
National  Science  Found- 
tion  Net  Backbone  be- 
came commercially  avail- 
able in  April  1995,  the 
folks  who  interrupt 
your  dinner  every 
night  (AT&T,  MCI, 
Sprint)  stepped  into 
the    market  by 
selling  access  to 
the  fiber-optic 
cables  that  criss- 
cross the  coun- 
try. Small  Internet 


providers  (Netcom,  PsiNet)  also  entered  the  market, 
and  they  have  proven  to  be  pesky  competitors. 

But  here's  the  scary  part:  Even  though  they  have 
expertise  and  control  over  many  of  the  data  lines, 

you  shouldn't  rely  on  these  companies  to  solve  all  your 
needs.  They're  desperate,  too.  Fears  run  wild  about 
what  will  happen  when  multimedia  documents  and 
electronic  mail  with  voice  messages  start  clogging 
traffic.  When  everyone  has  an  Internet  address, 
when  everyone  is  watching  Hart  to  Hart  on  his  com- 
puter, then  the  network(s)  will  get  slower  and  slower  until, 
well,  it's  full  of  bottlenecks. 

"There's  plenty  of  bandwidth,  yes,"  says  Howard  An- 
derson, president  of  the  research  firm  the  Yankee  Group, 
and  he's  positively  passionate  about  the  impending  band- 
width shortfall.  "But  that's  like  saying  there  are  starving 
people  in  the  world  and  tons  of  corn  in  Iowa.  It's  a  ques- 
tion of  access:  There's  bandwidth,  but  there's  only  bad  dirt 
roads  accessing  it."  Says  Anderson's  Yankee  teammate  Eric 
Flindin,  "That's  why  companies  are  starting  to  get  busy  sig- 
nals and  shortfalls.  They're  starting  to  see  the  first  signs  of 
a  bottleneck."  Adds  Anderson,  "Companies  need  good  roads 
to  get  the  bandwidth.  But  how?" 

And    from   whom?  "If 
you're  a  large  corporation," 
says  Jerry  Murdock,  manag- 
ing director  of  Insight 
Venture  Management,  a 


venture  capital  company,  "you  must  realize  that 
no  one  company  can  tell  you  the  whole  story. 
CIOs  don't  ask  the  right  questions  and 
providers  don't  have  flexible  solutions.  We're 
a  miing  to  a  time  when  companies  want  band- 
width on  demand,  but  what's  going  to  go  across  the  net- 
work? That's  the  difficult  decision.  Everyone  wants. video 
and  data,  but  that's  expensive,  and  everyone  in  your  com- 
pany does  not  need  access  to  those  types  of  applications." 

Confused?  Feel  like  a  rube?  So  caught  up  in  the  Inter- 
net hype  that  your  company  has  gone  Internet  nutzoid,  thus 
turning  your  network  future  into  some  kind  of  '90s  version 
of  hara-kiri?  How  can  you  protect  yourself?  Whom  should 
you  rely  on?  The  RBOCs  (regional  Bell  operating  companies) 
say  they  have  the  best  access  to  bandwidth;  their  critics  say 
they  move  in  slo-mo  and  don't  understand  the  Internet. 
Smaller  ISPs  (Internet  service  providers)  say  they  have  a  good 
knowledge  of  the  Internet  and  can  move  faster  than 
Gwen  Torrence;  their  critics  say  they're  unreliable, 
pocket-protector-wearing  geeks. 

Who's  better?  And  why?  (Oh,  and  if  you  don't  think 
it's  important,  we  had  a  three-year-old  list  of  telecom  spe- 
cialists at  multibillion-dollar-revenue  companies.  We  called 
to  ask  them  about  their  strategy  and  what  they  had  been  do- 
ing for  the  last  three  years.  None — zero! — were  still  with 
their  respective  companies,  showing  that  there's  no  love  lost 
between  management  and  its  bandwidth  specialists.) 

There  are  advantages  and  disadvantages  to  both  RBOCs 
and  ISPs,  says  the  Yankee  Group's  Anderson.  But  he  warns 
that  relying  on  ISPs  for  mission-critical  applications  is  "ca- 
reer-limiting." He  adds,  "You  might  eat  well  with  an  ISP — 
for  a  while — but  you  probably  won't  sleep  well." 

Big  and  Dumb? 

Jim  Diestel,  director  of  marketing  for  Pacific  Bell's 
Internet  NAP  division,  says  companies  are  starting 
to  come  to  him  to  buy  bandwidth.  Trying  to  get  a  leg  up 
on  their  competition  and  worrying  about  the  slowdown  on 
the  Internet  have  pushed  large  corporations  toward  RBOCs. 
Instead  of  using  the  cool  companies  of  the  1990s  (Internet 
service  providers)  he  says,  "We're  on  the  cusp  of  seeing 
companies  taking  charge  of  their  own  networks." 

The  network-access  provider  division  started  at  the  be- 
ginning of  this  year  with  two  ATM  switches.  Six  months  lat- 
er it  had  four  switches,  and  there  are  plans  to  put  in  a  fifth. 
Pac  Bell  started  with  17  customers.  Now  it  has  25,  includ- 
ing MCI,  AT&T  and  Netcom.  Here's  how  it  works:  Say  you 
want  to  look  something  up  in  the  Li- 
brary of  Congress.  You  tap  into 
the  Web  through  your  ISP, 
then  your  ISP  hands  it  off 
to  the  carrier  handling 
the  Library  of  Congress. 
Then  you  access  the  Li- 
brary of  Congress  and 
the  information  comes 
back  to  you.  This  used 
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to  happen  much  quicker.  But  everyone  seems  to  be  getting 
on  the  Net.  Traffic  is  clogging  up.  So  instead  of  going 
through  an  ISP — a  middle- 


man, if  you  will — which  can 
slow  you  down  considerably, 
companies  are  looking  into 
direct  access  to  the  network. 

If  a  company  has  an 
amazing  amount  of  net- 
working and  Internet  exper- 
tise, it  can  buy  time  on  the 
network — just  like  an  ISP 
does.  At  Pac  Bell,  for  exam- 
ple, it  costs  $4,850  a  month 
for  a  relatively  slow  DS-3 
line,  which  allows  data  to 
flow  at  45  megabits  per  sec- 
ond. That's  the  equivalent 
of  seven  copies  of  John 
Grisham's  566-page 
book  The  Client  going 
over  the  line  in  one  second. 
Pacific  Bell  has  an  OC3  (op- 
tical channel)  line,  which  al- 
lows data  to  flow  at  155 
megabits.  That  costs  $8,000 
a  month.  And  by  the  end  of 
next  year,  it  will  have  an 
OC12,  which  will  allow  622 
megabits  per  second,  or  the 
equivalent  of  90  copies  of 
The  Client  whizzing  over  the 
line  every  second. 

Diestel  doesn't  believe 
the  rest  of  the  industry  is  in- 
vesting in  faster  and  faster 
lines.  That's  why  many  ana- 
lysts think  working  with  an 
RBOC  as  your  network-access 
provider  gives  you  better  ser- 
vice than  going  through  a 
third  party,  like  an  ISP. 

So  what's  wrong  with  this 
route? 

Well,  it  takes  megadoses 
of  Internet,  Intranet  and  net- 
working expertise  to  pull  it 
off.  Plus,  there's  the  issue  of 
software.  You  have  to  write 
a  gazillion  lines  of  code.  The 
payoff,  of  course,  is  that  you 
have  a  killer  system  and 
you've  taken  control  of  it: 
You  can  regulate  what  goes 
over  the  network  and  know 
that  you  can  do  stuff  like  voice  over  the  Internet.  That  can 
save  you  boo-koo  money,  especially  on  international  commu- 


GLOSSARY 

ATM  Asynchronous  transfer  mode. 
A  method  for  freeing  up  band- 
width, it's  an  emerging  but  fledg- 
ling technology  designed  to  allow 
information  to  travel  faster  by 
maximizing  available  capacity  on 
the  network. 

Bandwidth  The  pipe  space,  or  ca- 
pacity, in  which  files  travel  through 
the  network.  Often  measured  in 
bits  per  second. 

Copper  wire  Also  known  in  the  in- 
dustry as  twisted  pair,  it  is  less  ex- 
pensive than  fiber  optics  because 
the  raw  cable  is  less  costly  and  eas- 
ier to  work  with,  and  because  the 
electronic  components  needed  to 
connect  the  copper  to  computers 
are  cheaper  than  their  fiber-optic 
counterparts. 

DS-3  Digital  signal  level  3.  A  fram- 
ing specification  used  for  trans- 
mitting digital  signals  at  45 
megabits  per  second  on  a  T3. 
Fiber-optic  cables  Communication 
cables  that  use  thin  glass  wires  to 
transmit  light  pulses.  A  fiber-optic 
cable  allows  transmissions  of  bil- 
lions of  bits  per  second.  Also  called 
optical  fiber. 

HTML  Hypertext  markup  language. 
Simple  hypertext  document-for- 
matting language  that  uses  tags  to 
indicate  how  a  part  of  a  document 
should  be  interpreted.  The  stan- 
dard format  used  on  the  Web. 
Hypertext  A  system  in  which  doc- 
uments scattered  across  many  sites 
are  directly  linked,  so  that  a  word 
or  phrase  in  one  document  be- 
comes a  door  into  an  entirely  dif- 
ferent document. 
Intranet  Applying  Internet  tech- 
nology inside  your  company. 
Megabit  per  second  Units  used  to 
measure  the  amount  of  informa- 
tion per  second  sent  over  a  com- 
munication channel. 
RBOCs  Regional  Bell  operating 
companies.  Local  or  regional  tele- 
phone companies  that  own  and  op- 
erate telephone  lines  and  switches 
in  one  of  seven  U.S.  regions. 
Routers  Devices  that  examine  the 
destination  address  of  a  message 
and  select  the  most  efficient  route 
over  the  network. 
Switch  Mechanical  or  electronic 
device  that  directs  the  flow  of  elec- 
trical or  optical  signals. 

Source:  Cisco,  The  Computer  Glossary,  by  Alan 
Fnabnan  (Amacom,  6th  el,  Nets  York,  1993). 
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E*  TRADE 


|i  you  make  your  own  investment  decisions, 
i'hy  pay  a  high  commission  just  to  place  a  trade? 

!  TRADE  connects  you  to  the  markets  through  your  PC  or 
jnone  for  a  fraction  of  the  cost  of  traditional  brokers. 

j?t  free  quotes  and  place  stock  or  options  orders  24  hours  a  day. 
■y  no  connect-time  fees  for  Web  access  to  your  account.  Have 
jsy  access  to  your  money  with  free  checking.  And  the  assets  in 
lur  account  are  protected  up  to  $10  million."1"1' 

jpmpare  our  combination  of  state-of-the-art  technology  and 
|/v,  low  commissions.  You'll  see  why  E*TRADE  is  the  smarter 
tey  to  trade'" 


Compare  our  Low  Commissions: 


100  Shares 
@  $40 

5000  Shares 
@$20 

Average 
Commission 

E*TRADE  Listed1 
E*TRADE  OTC 

$14.95 
SI9.95 

$14.95 
S19.95 

$l8.43 

Lombard  Institutional 

$34 

$100 

$38.25 

e. Schwab 

$39 

$159 

$44.24 

PC  FN 

$40 

$200 

$76.25 

Schwab 

$55 

$265 

$89.76 

Visit  our  Web  site  at  www.etrade.com 
or  call  1-800-786-2573 

Access  us  via  the  Internet,  CompuServe,  touchtone  phone  or 
direct-modem  connection 


E'TRADE  SECURITIES.  INC 

AMERICA  S  ELECTRONIC  BROKERAGE 


[TRADE  limit  and  stop  orders  are  $19.95.  Add  $15  for  broker-assisted  trades.  Options  are  only  $20  plus  $1.75  per  contract  ($29  minimum  per  trade).  Connect  charges  and  tolls,  if  any, 
om  your  Internet  provider  still  apply  Customers  who  access  us  by  direct-modem  connection  or  touchtone  phone  pay  a  flat  rate  of  $0.27  per  minute  and  are  credited  12  minutes  of  free 
mnect  time  with  every  executed  trade.  With  this  credit,  active  traders  may  pay  nothing  for  connect  time.  Comparative  rates  are  based  on  a  3/27/96  phone  survey  Average  commissions 
ere  calculated  using  5,000  actual  trades  made  on  2/23/96  through  E  'TRADE  Some  firms  may  offer  special  discounts  or  services  not  available  at  E*TRADE  tt$soo,000  account  pro- 
ction  is  provided  by  SIPC,  of  which  $100,000  may  be  In  cash.  The  remaining  $9.5  million  is  provided  by  an  independent  insurer  Account  protection  does  not  cover  the  market  risks 
.sociated  with  investing  ©1996  E'TRADE  Securities,  Inc  Member  SIPC  and  NASD.  MFBA8G 


PRACTICAL  ADVICE  FOR  THE  CEO 


As  Tt 
unsol 


ip  honcho,  you're  going  to  get 
i  advice  from  your  M.B.A.  class- 
mate who  now  runs  an  RBOC,  your  slight- 
i  paranoid  CIO,  the  nerd-filled  inter- 
nal networking  staff,  and  the 
smart-but-flaky  president  of  an  ISP, 
who,  at  dinner,  will  probably  be 
paged  75  times  and  look  scared. 

( rel  ready  for  confusing  advice.  Get 
ready  for  acronyms.  Get  ready  for  warn- 
ings about  the  coming  apocalypse. 

More  advice:  Keep  your  options  open, 
but  look  two  years  down  the  road  because 
right  now  you  should  be  setting  up  a  data 
communications  infrastructure.  Just  get- 
ting on  the  Internet  is  easy.  But  making 
sure  you  do  better  stuff  than  your  com- 
petitor means  having  processes  in  place. 

At  this  moment  your  Internet  provider 
should  have  some  sense  of  your  compa- 
ny's future  and  should  be  giving  you  good 
access  and  reliability. 

A  network  is  like  a  funnel:  If  it's  full,  it 
slows  down.  If  you're  using  a  provider, 
you  should  have  a  4-to-l  ratio  on  the  pipe. 
More  than  that,  it  slows  down.  Stop  pay- 
ments if  you  detect  a  slowdown.  And  make 
sure  you  have  a  degree  of  reliability 

Right  now,  ISPs — such  as  PsiNet  or 


Netcom — have  a  jump  on  the  RBOCs%,  but 
the  Internet  services  portion  of  some 
RBOCs  is  growing  at  30  percent  a  month, 
and  they  buy  the  same  equipment — 
routers  (Cisco),  servers  (Sun  Mi- 
crosystems) and  the  like — from 
the  same  people.  In  addition,  the 
RBOCs  have  a  better  degree  of  reliability. 

Something  to  think  about:  ISPs  are 
generally  more  secure  than  RBOCs. 

You  must  weigh  the  good  with  the  bad 
and  realize  that  we're  at  the  dawn  of  this 
sniff.  Think  of  yourself  as  a  CEO  at  the  turn 
of  the  century  trying  to  figure  out  the  tele- 
phone system. 

The  old  saying  used  to  be  "You  won't 
get  fired  for  buying  IBM."  That  mantra 
might  or  might  not  be  true  for  ISPs  versus 
RBOCs.  It  depends  on  your  business  and 
what  you  want  to  do.  But  let's  get  real. 

"Unless  the  phone  companies  totally 
screw  up,  the  ISP  will  go  away — through 
bankruptcy  or  acquisition — within  the 
next  few  years,"  says  Ron  Jeffries,  prin 
cipal  of  the  networking  consulting 
firm  Jeffries  Research  in  Arroyo 
Grande,  Calif.  "Many  smaller  ISPs 
have  a  Unix  machine  and  a  couple  routers, 
and  they  lease  their  lines  from  the  phone 


companies.  As  the  phone  companies  get 
more  and  more  into  this  area,  the  ISPs  will 
disappear." 

Jeffries  sees  a  shakeout  in  the  near  fu- 
ture. He  thinks  RBOCs  will  hire  people 
away  from  smaller  ISPs  to  kill  their  com- 
petition and  to  add  more  expertise  to 
their  ranks. 

That's  good  for  consumers.  Right 
now,  both  the  RBOCs  and  ISPs  often  have 
two  hours  of  downtime.  Imagine  if  your 
phone  line  was  down  for  two  hours  a  day! 
That  is  unacceptable  for  businesses 
needing  to  make  transactions  or  just 
communicate  over  the  network.  As  the 
RBOCs  spend  more  and  more  money  and 
get  better  control  and  develop  the  net- 
works, you'll  see  better,  more  reliable 
(and  perhaps  more  expensive)  access  to 
high-speed  networks. 

The  caveat  is  that  RBOCs,  large  and  bu- 
reaucratic, may  lose  a  footrace  to  the  nim- 
ble ISPs.  That's  why  digital  industries  are 
so  fascinating  to  watch.  David  is  always 
slaying  Goliath.  The  personal  comput- 
er leaders  should  not  be  Intel  and  Mi- 
crosoft, but... Xerox  and  IBM. 
If  you  select  an  RBOC,  make  sure 
they're  running  scared.  — GA.P. 


nications.  An  Internet  message  is  much  cheaper  than 
going  through  regular  telephone  lines. 

Sounding  less  like  a  sales  guy  and  more  like  a 
Cassandra,  Diestel  implores  companies  to  be  pre- 
pared for  the  Internet  slowdown.  "It  scares  me  to 
death,"  he  says.  "The  Internet  could  grind  down.  If  you're 
a  company,  you  can't  afford  that.  No.  If  your  customers 
can't  buy  your  product,  or  your  researchers  can't  do  their  re- 
search, or  your  salespeople  can't  get  messages  to  their  fel- 
low salespeople  in  a  timely  manner,  well,  that  could  really 
hurt  a  company." 

Smart  but  Flaky? 

Don't  let  the  RBOCs'  supposedly  rock-solid  image 
fool  you,  however.  Some  companies  have  decided 
that  the  smaller  FSPs  are  better  for  some  applications.  Net- 
com On-Line  Communication  Services  (Nasdaq:  NETC)  has 
been  working  with  larger  companies,  such  as  Virgin  Mega- 
stores  and  Frito-Lay.  This  summer  Netcom,  which  says  it 
has  more  than  400,000  current  subscribers,  announced 
ing  (.  ailed  Netcomplete  for  Business,  which  it  hopes 
«  ill  <y  '  bigger  accounts  into  its  fold. 

that  happens  is,  of  course,  yet  to  be  seen,  but 
i  be  in  it  for  the  long  haul.  Virgin,  the  mega- 
i  >ped  its  Web  page  with  Netcom,  and  it 
it  it  (       tins  video  footage  from  a  recent  live  per- 


formance by  "Atlantic  recording  artist  Tori  Amos."  We 
like  Ms.  Amos  as  much  as  the  next  guy,  but  who  cares?  It's 
ust  another  tired  Web  site. 

Here's  the  more  interesting  news.  Virgin  is  working  with 
Netcom  to  develop  an  electronic  commerce  system  in  which 
music  buyers  can  use  the  Internet  to  find  and  order  music, 
especially  hard-to-find  imports.  That  requires  bandwidth 
and  an  expertise  in  transaction  processing,  and  actually 
brings  cold  hard  cash  to  Virgin,  which  is  what  this  is  all 
about.  So,  for  example,  if  your  kids  must  have  the  debut 
CD  of  Northern  Uproar 
(Heavenly)  from  Britain, 
then — thank  good- 
ness!— they'll  be  able 
to  buy  the  thing 
through  Virgin.  (Sam- 
ple lyric:  "Yeah!  Yeah! 
Yeah!") 

Virgin  has  lots  of 
customers  and  a  well- 
known     image,  and 
they're  cool,  which 
makes  Netcom  hap- 
py. That's  be- 
cause the 
Netcoms 


Semiconductor  technology  is 
entering  the  deep  sub-micron 
era.  Where  production  at  .5p 
pushed  the  envelope  one  year 
ago,  radically  new  designs  based 
on  .35p  and  .25p  are  becoming 
a  reality  today.  All  of  which 
means,  TSMC  can  be  more 
valuable  than  ever  as  we  drive 
down  the  technology  curve  and 
provide  early  access  to  leading- 
edge  processes  in  support  of 
future  product  development. 

■  Fast-turns  on  prototype  lots 
backed  by  rich  technical  support 
are  hallmarks  of  our  service  -  so 
customers  won't  miss  a  beat 
getting  product  to  market. 

■  As  always,  we  prize  and  protect 
intellectual  property. 


With  TSMC  as  a  partner, 
customers  are  able  to  focus  on 
design,  free  from  concerns  about 
manufacturing  limitations. 

■  We  are  investing  $2  billion 
over  a  two  year  period.  With 
six  fab  facilities  in  Taiwan  and 
a  seventh  being  built  in  the 
United  States  through  a  joint 
venture,  we  continue  to  grow 
to  address  the  future  now. 

■  TSMC.  Forging  a  future  in  the 
information  age. 


Tsmc 

lllhere 
technology, 
qoality  and 

service 
posh  market 
windows 
wide  open. 


TSMC,  121  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu,  Taiwan,  ROC.  ■  Ph:  886-35-780221,  Fax:  886-35-781545 
TSMC-Europe,  World  Trade  Center,  Strawinskylaan  I  145,  1077  XX,  Amsterdam,  The  Netherlands  ■  Ph:  31-20-5753105,  Fax:  31-20-5753106 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  951  10  .  Ph:  408-437-8762,  Fax:  408-441-7713 


^  f  the  world  are  practically  paranoid  about  their 

(Y@v  j  ,nuKe  as  Internet  geeks  with  little  business  sense 

^jgg   and  un-M.B.A.-like  behavior. 

Virgin  went  to  bed  with  Netcom.  And  Virgin 
isn't  alone.  How  about  the  people  who  bring  you  Cheetos? 
\  .  1  rito-Lay,  the  $6-billion-in-revenue  snack  foods  com- 
pany, has  joined  forces  with  Netcom,  too.  Netcom  has  set 
up  a  Web  site  featuring  (a  personal  friend  of  mine)  Chester 
Cheetah.  Mr.  Cheetah  helps  break  down  the  benefits  of  salty 
snacks.  Just  another  Web  site,  you  say.  No!  Frito-Lay  plans 
to  use  its  Web  site  as  a  way  into  a  long-term  strategy  of  talk- 
ing to  its  distributors  and  setting  up  an  Intranet. 

As  for  the  criticism  that  smaller  ISPs  don't  have 
access  and  are  piss-poor  on  support,  Ben  Slick,  vice- 
president  and  general  manager  of  Netcom's  busi- 
ness service  group,  practically  gags.  "We've  been  in 
this  business  since  1988,"  he  says.  "They're  behind 
the  times.  Most  don't  add  value-added  services.  They  can't 
build  Web  sites  or  firewalls.  They  can't  secure  transac- 
tions or  build  software." 

Netcom  has  2,000  business  customers,  and  it  has  230  lo- 
cal points  in  North  America.  Netcom  folks  claim  that  their 
customers  can  take  advantage  of  a  network  that  is  "avail- 


able 99.95%  of  the  time." 

But  ISPs  have  their  critics,  who  usually  believe  the  costs 
of  competing  with  an  RBOC  will  force  them  to  surrender  to 
the  larger  companies.  Don't  fret.  The  smaller  companies 
probably  will  be  bought  up  by  the  larger  companies,  so 
customers  won't  be  left  out  of  the  Internet  game. 
Cricket  Liu,  founder  of  Hewlett-Packard's  Internet  /^A 
consulting  program,  believes  that  theory,  but  is  also  ' 
a  tad  rueful.  "The  PsiNets  and  UuNets  have  the 
smartest  people — the  people  who  really  under- 
stand the  Net,"  he  says. 

But,  well,  who  knows?  We'll  have  to  see  if  the  CIOs  who 
go  with  the  fleet-of-foot,  yet  relatively  risky,  ISPs  will  still 
be  employed  come  Christmas.  They  may  not  be.  Or  they 
may  be  your  next  superstar.  They  might  be  a  good  bet. 
"  You  might  not  want  to  spend  millions  on  resources  to 
build  your  own  infrastructure. 

Decision  time:  Should  you  partner  with  a  reliable  (but 
slow)  RBOC  or  with  a  nimbler  (but  flakier)  ISP?  A  tough  call. 
But  always  remember,  the  success  of  your  Internet  venture 
depends  on  your  goals,  not  on  your  providers.  Just  make 
sure  your  providers  have  the  firepower — and  the  staying 
power — to  keep  you  in  bandwidth  gravy.  ■ 


OTHER  OPTIONS  FOR  AVOIDING 

BANDWIDTH  PROBLEMS 

The  inside  buzz  on  ISDN,  cable  modems,  T1  and  T3  lines,  satellite  networks,  and  exotic  XDSL  options. 


Feeling  the  need  for  connection  speed? 
You  may  be  in  luck.  Right  now,  or  soon, 
you  will  have  several  alternatives  to  those 
painstakingly  slow  phone  modems.  While 
some  of  them  are  a  couple  of  years  off, 
others  are  widely  available  today. 

•  ISDN  offers  128  kilobits-per-second 
(klips)  throughput,  meaning  it  can  down- 
load a  one-megabyte  file  in  about  60  sec- 
onds, as  opposed  to  15  minutes  on  a 
28.8  modem.  Even  better,  prices  for 
ISDN  continue  to  fall.  Installation 
charges  run  about  $150  and  monthly 
charges  are  between  $30  and  $50  a  month, 
according  to  Dataquest.  ISDN  modems  sell 
for  as  low  as  $200.  It's  the  best  bet  for 
small  and  home  businesses. 

•  Xeed  more?  Consider  a  1.54  megabit- 
per-second  (mbps)  Ti  line,  or  a  T3  line, 
which  can  move  data  at  45  mbps.  But  be 
prepared  to  pay  through  the  nose.  The 
cost  of  a  Ti  line  is  determined  by  distance 

can  run  anywhere  from  $200  to 
a  month,  while  T3  lines  cost  be- 
000  and  $50,000  per  month.  Best 
■  nies  doing  electronic  commerce 
ins   id     Minio  conferencing  and  In- 
■       >  '-'re  with  branch  offices. 

•  S  -  networks  provide  another 
bai        '  option.  Hughes  Network  Sys- 


tems offers  a  satellite  dial-in  connection 
called  DirecPC  that  allows  users  to  receive 
files  at  rates  up  to  3  mbps  (Internet  down- 
load speeds  are  400  kbps).  The  transmis- 
sion rates,  however,  are  limited  to  phone 
modem  speeds.  And  satellite  connections 
are  not  cheap.  DirecPC  hardware  and  soft- 
ware costs  range  from  $700  to  $1 300,  and 
monthly  charges  are  based  on  the  num- 
ber of  megabytes  of  data  you  down- 
load. Monthly  fees  for  Internet  us- 
age cost  between  $16  and  $40  per 
user.  Video,  audio,  text  and 
mixed-media  files  can  be  delivered  to  mul- 
tiple sites  simultaneously  for  around  55  to 
95  cents  per  megabyte.  Good  for  organi- 
zations that  want  to  broadcast  their  own 
TV  shows  or  training  programs  to  staff  in 
remote  locations. 

•  Cable  modems  are  still  being  test- 
ed and  won't  be  available  until  early  I 
next  year.  But  with  upstream  speeds 
from  128  kbps  to  10  mbps  and  blaz- 
ing downstream  speeds  of  10  mbps  to 
27  mbps,  many  buyers  are  frothing  at  the 
bit.  Monthly  charges  will  probably  be  a 
flat  rate  of  about  $50  a  month.  Dataquest 
predicts  that  cable  modem  prices  will 
range  from  $300  to  $500.  However,  there 
are  a  couple  of  drawbacks.  Most  cable  con- 


nections have  only  downstream  capabili- 
ties, which  means  you  can  receive  data, 
but  in  order  to  transmit  data,  you  use  a 
regular  phone  line  (28.8  kbps).  Also,  ca- 
ble is  a  shared-bandwidth  technology.  If 
other  people  are  logged  on  at  the  same 
time  you  are  (which  will  usually  be  the 
case),  you'll  get  less  speed.  Bill  Gates  told 
Forbes  ASAP  he  thinks  cable  will  bog  down 
to  ISDN  speeds.  Cable  modems  are  gen- 
erally not  available  except  in  certain  tri- 
als, such  as  those  performed  by  Conti- 
nental Cablevision  at  Boston  College  and 
©Home  in  Sunnyvale,  Calif. 
•  More  advanced  technologies  include 
ADSL  (Asymmetric  Digital  Subscriber 
Lines)  and  VDSL  (Very  high-data-rate  Dig- 
ital Subscriber  Lines).  These  net- 
works, still  under  development, 
use  existing  copper  phone  wires 
to  transfer  data  at  rates  of  more  than 
640  kbps  for  ADSL  and  up  to  50 
mbps  through  VDSL.  ADSL  will  be 
good  for  small  office/home  office 
Internet  connectivity.  Both  ADSL  and  VDSL 
make  it  possible  to  deliver  broadband  con- 
nections over  existing  phone  wires  instead 
of  coaxial  cables.  Enablers  of  a  video-rich 
Internet,  these  systems  won't  be  available 
until  1997.  — Lee  C.  Patterson 
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"Hensley  Segal  Rentschter  offers  a 
compelling  challenge  to  advertisers 
to  use  the  Internet- now -to  build 
opportunities  in  markets  characterized 
by  fragmentation." 

INTERNET  WORLD 


In  general,  advertising  is  going  to 
change  completely.  I  think  Hensley 
Segal  Rentschler  is  already  there." 

GEORGE  GILDER 


"Hensley  Segal  Rentschler  is  recognized 
for  foresight  and  innovation  in  the 
new  media  revolution." 

BUSINESS  MARKETING 


There's  hope  for  every  vp/marketing... 
Hensley  Segal  Rentschler  may  be 
anticipating  the  future." 

ADWEEK 


Thankfully, 
New  Media  Isn't  Entirely 
A  World  of  Unknowns 


It's  no  longer  a  question  of  if  or  even  when  to  bring  new, 
interactive  forms  of  communications  into  your  marketing  mix. 
The  time  is  now.  "Get  us  on  the  Web"  is  a  cry  heard  throughout 
the  corporate  land.  And  nowhere  is  the  need  to  dive  in  to  new 
media  felt  with  more  urgency  than  in  business-to-business 
marketing.  After  all,  the  largest  installed  base  of  digital 
processing  technology  in  the  world  sits  on  the  desktops  of 
business  decision  makers. 

Before  you  take  that  plunge  into  the  unknown,  talk 
to  a  known  quantity.  Too  many  new  media  experts  are 
new  to  the  idea  of  moving  markets  and  making  money. 


But  Hensley  Segal  Rentschler,  according  to  Business 
Marketing,  "mixes  new  age  ideas  with  age-old  techniques 
of  niche  business  marketing." 

Hensley  Segal  Rentschler  serves  the  interactive  media 
needs  of  prominent  private  companies  and  globally  respected 
Fortune  500  corporations.  And  we're  winning  the  plaudits 
of  industry  observers  and  clients  alike.  So  why  venture  into 
new  media  alone,  when  you  can  partner  with  a  company 
that  knows  the  way?  Visit  us  on  the  World  Wide  Web: 
http://www.hsr.com.  Contact  us  by  E-mail:  segal@hsr.com. 
Or  connect  by  more  traditional  means:  513.671.3811. 
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HOW  NET  FLYERS  FARED  ON  THE  STREET 
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1  7,4  51 

0.86 

16,195 

1.08 

29.40 

MFS  Communications 

Nasdaq 

MFST 

39.25 

15.63 

37.63 

4  641 

(?  481 

651 

7  13 

1 1  of 

Netcom  Online 

Nasdaq 

NETC 

91.50 

1 9.23 

27 

11.20 

304 

(2) 

69 

4.41 

(13.60) 

Network  Equipment 

NYSE 

NWK 

21.25 

20.70 

441 

1.50 

339 

1.30 

14.20 

Network  General 

Nasdaq 

NETG 

27.63 

1  1.75 

21.50 

43.60 

1,146 

0  60 

189 

6.07 

4  3  1  0 

Newbridge  Networks 

NYSE 

NN 

74.25 

65.50 

81.50 

5,563 

1.80 

677fH 

8.22 

37.90 

Novell 

Nasdaq 

NOVL 

21.63 

1  1  38 

1  3  88 

365.70 

5,074 

0.45 

1,644 

3  09 

30  80 

Pacific  Telesis  Group 

NYSE 

PAC 

35.25 

25.63 

33.75 

428.40 

14,460 

2.51 

9.122 

1.59 

13.40 

PsiNet 

Nasdaq 

PSIX 

29 

6.75 

1  1.50 

37.90 

441 

(1.91) 

50 

8.82 

(6.10) 

SBC  Communications 

NYSE 

SBC 

60.25 

45.63 

49.25 

609.20 

30,001 

3.31 

12,956 

2.32 

14.90 

Shiva 

Nasdaq 

SUVA 

87.25 

19  38 

80 

30.20 

2,513 

(0.10) 

147 

1  7.09 

(923.60 

Sprint 

NYSE 

FON 

44.38 

26.98 

42 

436.60 

18,556 

2.87 

13,720 

1.35 

14.80 

StrataCom 

Nasdaq 

STRM 

57.50 

20.50 

56.25 

73.50 

4,280 

0.72 

362 

1 1  S2 

80.90 

US  West  Communications 

NYSE 

usw 

37.50 

28.38 

ran 

474.30 

15,177 

2.44 

9,631 

1.58 

13.10 

Source:  Bridge  Information  Systems 
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The  hottest  think  tank  in  ^fehington? 
It's  the  Cato  Institute." 


Hot  because  in  the  growing  movement  to  privatize  Social  Security 
the  National  Journal  writes,  "Cato  is  at  the  center  of  the  action" 
...Hot  enough  to  have  John  Malone,  Fred  Smith,  and  Teddy 
Forstmarm  on  the  board  of  directors... Hot  because  it's  leading  the 
charge  to  eliminate  the  IRS  code  and  replace  it  with  a  simple  flat 
tax  or  retail  sales  tax...  Hot  because  rather  than  liberal 
or  conservative,  it's  libertarian  in  protecting  social 
and  economic  liberties  -  from  First  Amendment 
rights  in  cyberspace  to  Medical  Savings  Accounts... 


"There,  ladies  and  gentlemen,  you  liave  the  Cato 
Institute  in  a  nutshell:  government  should  be  agains 
he  law.  Term  limits  aren  'l  enough.  We  need  jail.  " 


. .  .Catos  so  hot  its  cool. 


Boston  Globe 


"Because  of  its  commitment  to  the  prin 

ciples  of  limited  government,  free 
markets,  and  the  power  of  individ- 
ual liberty,  the  Cato  Institute  has 
become  today's  most  influential 
generator  of  meaningf  ul 
economic  and  political  ideas. " 

Scott  G.  McNealy, 
CKO,  Sun  Microsystems,  Inc., 
Cato  Sponsor 


Cato  Institute  Headquarters 
Washington,  D  C. 

"Catos  intellectual  approach  and 
•  fire  market  philosophies  are  a 
major  contribution  to  our 
American  way  of  life. " 
John  Malone.  President  &  CEO, 
Tele-Communications  Inc. 
and  Cato  Board  Member 


Which  is  why  you  should  come  on  board  as  a  Cato  Sponsor.  Check  out  our 
web  page  at  http://www.cato.org,  e-mail  us  at  cato@cato.org,  or  write 
Cato  Institute  at  1000  Massachusetts  Avenue  NW,  Washington,  D.C. 
20001,  or  call  (202)  842-0200.  Find  out  why  the  Wall  Street  Journal  says, 
"Cato's  intellectual  guns  now  roar  throughout  the  capital." 


INSTITUTE 


*  u  on't  Just  Think  About 

Protect.!  ng  Power  .Think  About 

Knowing  What  To  Do  With  It. 


•^oday,  people  and  companies 

the  world  over  rely  on  electronic 

systems.  And  it's  more  important 

than  ever  to  protect  data  that's  critica 

for  business.  Keeping  those  systems  up 

and  running  100%  of  the  time  requires  having  two 

kinds  of  power  within  easy  reach.  Electrical  and  personal. 

Electrical,  to  protect  against  power  fluctuations  ranging  from 

spikes  and  surges  to  total  outages.  And 

personal,  to  control  not  just  the  availability 

of  power,  but  also  the  consistent  quality 

and  knowledgeable  management  of  power. 
■  •  •  ►  Eor  that,  you  need  more  than  merely 

UPS  (Uninterruptible  Power  Systems) 

hardware.  You  need  Strategic  Power 

Management.™  A  systematic  approach  that  mobilizes 

technology,  service,  and  software,  as  well  as  hardware, 

to  ensure  critical-system  uptime. 

Superior  technology.  You  can  take  comfort  in  the  fact 


that  nearly  every  major  "first"  in 
power  management  has  our  name 
on  it.  Including  the  first  power 
conditioner  that  uses  a  "virtual" 
battery  to  simulate  a  battery  instead  of 
the  stark  realities  of  draining  a  real  one. 
Worldwide  service.  Help  and 
consultation  are  always  near  from 
our  more  than  1,000 
factory-trained  techni 
cians.  (The  world's 

largest  dedicated  UPS  service  force,  available 
24  hours  a  day,  worldwide.) 

Comprehensive  products.  To  satisfy  any 


USA 

999 

Official  Licensed 
Product  of  the  1996  U.S. 

Olympic  Team. 
(Only  available  for  sale 
in  the  United  States.) 


DataFrame-  computer  room 
monitoring  lets  you  manage 
geographically  remote  enterprises 
from  a  single  desktop 


We  are  proud  to  support  the  1996  US  Olympic  Team  with 
our  Powerware' Prestige  1500  US  Olympic  Edition.  Your 

purchase  helps  support  America's  Olympic  athletes,    need  you  might  have,  we  offer  the  industry's 
widest  range  of  off-the-shelf  and  customized  solutions  for 
everything  from  a  worldwide  network  to  a  desktop  PC. 
So,  what  can  you  do  with  power? 
Contact  us,  and  you  can  do  just  about  anything  you  want. 


Within  U.S.A.:  (Tel)  1-800-554-3448,  ext.  800  or  1-919-872-3020,  (FAX)  1-800-75-EXIDE 
International:  (Tel) +1-919-870-3235,  (FAX) +1-919-870-3300,  Internet:  http://www.exide.com/exide/,  Email:  info@exide.com 


©  1996  Exide  Electronics  Group.  Inc  .  8609  Six  Forks  Rd.  Raleigh  NC  27615  All  Rights  Reserved  Powerware®  is  a  registered  trademark  and  Strategic  Power  Management'" 
is  a  trademark  of  hide  Electronics  Group.  Inc  DataFrame  "'isa  trademark  of  Data  Iiax  Systems,  a  wholly-owned  subsidiary  of  Exide  Electronics  Group,  Inc 
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THE  PLOD  THICKENS 

The  TelePrompTer  has  turned  our  leaders  into  slow-talking  bores. 
Now  the  Net  threatens  to  do  the  same  to  us.  By  Owen  Edwards 


a  party  recently,  I  endured  a  conversation  with  a 
ffyk  lawyer  thrilled  with  his  new  vi  >ice-rec<  ignition  soft- 
jn^A  ware.  This  is  a  major  blessing,  he  said,  because  it's 
M  wL  letting  him  move  from  the  old  paradigm  to  the 
new  without  the  hassle  of  learning  to  type.  As  someone 
forced  into  typing  lessons  by  my  father,  who,  upon  seeing 
my  woeful  report  cards,  decided  I  should  have  secretarial 
skills  to  fall  back  on,  I  wasn't  particularly  sympathetic  to 
this  man's  end  run  around  the  keyboard  I  call  home. 

What  struck  me,  though,  was  the  lawyer's  description  of 
how  he  talked  to  his  computer  in  order  to  be  understood. 
"I. ..have. ..to. ..speak. ..like. ..this,"  he  intoned,  with  the  plod- 
ding pace  of  a  six-year-old  reading  a  Dick  and  Jane  primer. 
For  his  new,  dim-witted  robosecretary,  this  man  was  forced 
to  slow  his  speech,  and  his  thinking,  in  a  way  that  sooner 
or  later  could  become  habitual.  Whether  he  realizes  it  or 
not,  he  is  being  dumbed  down  by  the  very  technology  he 
thinks  is  brilliant. 

Speech  patterns  have  been  a  bellwether  of  this  odd,  re- 
tarding technodevelopment  for  a  while  now.  Was  it  Thoreau 
who  said  that  we  shape  our  tools,  and  then  our  tools  shape 
us?  Well,  you  can  hear  this  shaping  everywhere  you  turn. 
Take,  for  instance,  the  maddeningly  slow  cadences  of  politi- 
cians. When  our  chief  sound-biter,  Bill  Clinton,  delivers  a 
speech,  it's  like  listening  to  the  sound  of  paint  drying.  Phras- 
es that  ought  to  flow  together  toward  the  big  rhetorical  pay- 
off are  separated  into  bits,  like  verbal  link  sausages,  thus 
turning  oratory  into  a  kind  of  high-flown  baby  talk.  Four 
beats,  pause,  four  beats,  pause. ..on  and  on  ad  nauseam.  In 
fairness,  Clinton  is  capable  of  giving  a  good  speech.  But 
more  often  than  not,  a  feeling  of  deja  vu  haunts  us:  We're 
back  in  second  grade,  listening  to  Miss  Baxter  tell  us  why 
she  had  to  cancel  the  class  trip  to  Knott's  Berry  Farm. 

I  wondered  for  quite  a  while  why  the  president's  speech- 
es were  so  halting.  Was  it:  (1)  a  Southern  Baptist  preacher 
thing,  (2)  shortness  of  breath,  (3)  a  pace  adopted  to  help  the 
hand-signer  for  the  deaf  or  (4)  a  politically  correct  concern 
;;lish-speaking  aliens  might  have  trouble  un- 
im?  But  none  of  these  reasons  seemed  satis- 
Luther  King  Jr.  was  a  Southern  preacher, 
nost  eloquently  phrased  speech  of 
in  is  constantly  seen  jogging,  so  his 
lung.1:  i  :     .  for  the  sensibilities  of  translators  and 


foreigners,  let's  just  hope  we  have  not  plummeted  from  "of 
the  people,  by  the  people,  for  the  people"  to  "see... Spot... run" 
because  the  lives  of  a  relative  few  must  be  made  easier. 

Then  it  dawned  on  me:  The  president  and  other  politi- 
cians are  speaking  TelePrompTerese.  Their  phrases  are 
measured  out  on  a  narrow  screen,  moving  inexorably  (if 
slowly)  upward,  forcing  a  style  that  departs  from  the  great 
public  utterances  of  the  past.  A  screen,  not  the  need  to  in- 
spire, now  defines  the  boundaries  of  eloquence. 

The  loss  of  flowing,  vivid  language  is  no  joke.  Words, 
after  all,  are  thoughts.  A  person  incapable  of  forming  com- 
plex sentences  may  well  have  difficulty  thinking  complicat- 
ed ideas.  Television  has  already  done  a  lot  of  damage  to  the 
collective  thought  process,  imparting  a  vocabulary  whittled 
down  to  a  relative  handful  of  words,  which  today's  most 
inarticulate  eighth-grader  can  understand. 

Now  another  medium  arises  to  play  havoc  with  the  lan- 
guage of  Coleridge  and  Cole  Porter,  a  medium  in  which  the 
technology  places  severe  limits  on  expression.  I'm  talking 
about  the  Internet,  of  course,  that  vast  sump  of  barely  func- 
tional literacy.  Most  people  who  have  spent  any  time  brows- 
ing through  the  verbiage  online — specifically,  words  com- 
posed for  online  consumption  (as  opposed  to  existing  text 
shanghaied  for  the  new  medium) — will  acknowledge  the 
dearth  of  style,  if  not  its  outright  death.  Real-time  "con- 
versation" is  especially  dreary.  Usually,  this  is  attributed  to 
the  many  users  who  are  young  and  ill-read.  But  the  act  of 
typing  is  hardly  conducive  to  easy  repartee,  and  I  doubt  that 
a  large  percentage  of  those  on  the  Net  are  really  adept  at 
letting  their  fingers  do  the  talking.  Getting  in  your  two 
cents'  worth  online  is  often  a  matter  of  quickly  turning  out 
short  sentences  made  up  of  short  words.  "Run...  Spot...  run." 

Literate  dialogue  depends  on  words  and  timing,  just  as 
good  public  speaking  depends  on  words  and  phrasing.  As 
the  TelePrompTer  derails  the  latter,  the  computer  and  key- 
board derail  the  former.  TV  has  embedded  monosyllabic 
communication  in  our  culture,  and  now  the  Internet  is  teach- 
ing a  telegraphic  prose  far  closer  to  Hee  Haw  than  Hem- 
ingway. Oh,  there  may  be  the  occasional  eloquent  anomaly 
online — Stewart  Brand,  Nick  Negroponte  and  their  old- 
time  writerly  ilk — but  trust  me:  Those  for  whom  the  Net 
is  a  major  business  and  social  medium  are  going  to  be- 
come...  very ...  tedious ...  company .  ■ 
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_oo  on  bo  FORBES  ASAP  and  watch  the  "Digital  Revolution"  unJoJd 


FORBES  A  B  A P 


!  Join... 

Tom  Wolfe,  Bill  Gates,  George  Gilder,  Esther  Dyson, 
Tom  Brokaw,  Mark  Helprin,  Jim  Clark,  Scott 
McNealy,  Camille  Paglia,  Nicholas  Negroponte, 
Michael  Kinsley,  Tom  Peters,  Paul  Romer,  Rosabeth 
Moss  Kanter  and  dozens  of  others  as  they  contemplate 
our  digital  future  in  a  landmark  December  2,  1996  edition 
of  FORBES  ASAP  entitled  "The  Digital  Revolution:  Where  , 
Do  We  Go  From  Here?" 

Visit  the  FORBES  ASAP  website  today  and  interact  with 
our  editors  as  they  develop  this  extraordinary  publishing 
event.  Submit  your  own  essay.  We  promise  to  publish  the 
two  best  essays  in  the  12/2  edition  of  FORBES  ASAP. 


THE    PETERS  PRINCIPLES 


(continued  from  page  112)  and  England  were  an  inexplicable  new 
species,  which  led  in  turn  to  modern  economic  "order." 
Hayek  further  claimed  that  "all  evolution  rests  on  com- 
ion....  [Useful  knowledge]  arises  in  a  process  of  exper- 
imental interaction  of  widely  dispersed,  different  and  even 
conflicting  beliefs  of  millions  of  communicating  individu- 
als....  [Rules  aimed  at]  repressing  differentiation  due  to 
iuck...  would  have  scotched  most  discoveries."  Hayek  cited 
the  20th  century  preeminent  philosopher  of  science,  Sir 
Karl  Popper,  who  wrote  in  Conjectures  and  Refutations  that 
there  can  be  no  final  knowledge,  only  "suggestions"  (hy- 
potheses or  conjectures)  that  are  supported  for  a  time,  then 
subsequently  overturned  (re- 
futed) by  better  but  still  neces- 
sarily inconclusive  sugges- 
tions/conjectures. "Our  aim," 
Popper  added  in  a  passage 
Hayek  quoted  admiringly, 
"must  be  to  make  our  succes- 
sive mistakes  as  quickly  as  pos- 
sible." (Notable  Silicon  Valley 
commentator  Mike  Malone 
echoes  Popper:  "Silicon  Valley 
is  a  graveyard.. ..Failure  is  Sili- 
con Valley's  greatest  strength.") 

Which  leads  us  back  to 
Hayek's  disdain  for  modern  macroeconomic  reasoning, 
which,  he  contended,  "conceals  the  character  of  competi- 
tion as  a  discovery  procedure."  Hayek  hammered  away  at 
the  importance  of  disorderly  decentralization  as  "the  only 
way  to  make  use  of  [widely]  dispersed  information  in  its 
great  variety.  ...Decentralized  control  of  resources. ..through 
[privately  owned]  property  leads  to  the  generation  and  use  of 
more  information  than  is  possible  under  central  direction." 

Yet  another  problem  for  rationalists,  Hayek  remarked, 
is  that  diversity  of  wants/tastes/values — which  directly  cre- 
ates relative  scarcity  and  indirectly  creates  the  price  mech- 
anism— is  "not  an  attribute  or  physical  property  possessed 
by  things."  It  is  completely  subjective.  The  creation  of  prod- 
ucts, markets,  even  trade  itself  is  "simply"  a  byproduct  of 
playing  up  to  different  tastes  among  different  individuals. 
"To  serve  a  constantly  changing  scale  of  values,"  Hayek  ac- 
knowledged, "may  indeed  seem  repulsive."  Economists,  he 
asserted,  have  long  and  wrongheadedly  regarded  the  daily 
elbowing  among  merchants  in  the  marketplace  as  "super- 
fluous... a  methodological  mistake.... Activities  that  appear 
to  add  to  available  wealth,  'out  of  nothing,'  without  physi- 
cal creation  and  by  merely  rearranging  what  already  exists, 
stink  of  sorcery." 

Why  devote  an  entire  Forbes  ASAP  column  to  rehashing 
Hayek?  Simple.  To  fail  to  appreciate — in  the  fullest  sense 
of  that  term — the  richness,  passion  and  raggedness  of  the 
market  mechanism  is  to  be  unprepared  to  lead  a  company, 
especially  in  today's  unhinged,  technologically  gyrating 
global  marketplace.  The  plain  fact  is  that  no  one... utterly 
no  one. ..has  even  an  inkling  about  tomorrow's  winners  or 
The  good  news  is  that  this  is  good  news.  If  you  are 
bout  die  next  step,  dien  there  is  only  one  variety 


While  the  unchaotic 
megamergers  make 
the  evening  news, 
the  hidden  story  is 
the  steady  drum- 
beat of  demerging. 


of  sensible  advice:  Listen  to  Nike's  Phil  Knight. ..and  Just 
Do  It.  Or  listen  to  PepsiCo's  chairman,  Wayne  Calloway, 
or  to  H.  Ross  Perot,  both  of  whom  counseled,  "Ready. 
Fire.  Aim." 

About  a  year  ago  a  successful  international  banking  ex- 
ecutive who  runs  an  operation  in  Asia  attended  a  seminar 
of  mine  in  London.  He  chuckled  as  he  showed  me  his  busi- 
ness card,  which  read  (no  kidding)  "Playground  Director." 

"I  seek  out  the  best,  slightly  offbeat  talent  I  can  find," 
he  explained,  "then  I  give  them  the  best  tools  in  the  world 
and  tell  them  to  go  play/explore  in  the  markets.  What  else 
can  I  do?" 

Likewise,  a  client  of  Reuters 
praised  the  information-services 
colossus  as  "one  of  the  least- 
managed  companies"  he'd  seen. 
It  was,  he  added,  an  "extraordi- 
nary concentration  of  very 
bright  people  [engaged  in]  cre- 
ative chaos." 

While  the  uncreative,  un- 
chaotic megamergers  among 
the  big  clumsies  make  the 
evening  news. ..e.g.,  Bell  At- 
lantic and  Nynex  (yawn). ..the 
mostly  hidden  story  is  the 
steady  drumbeat  of  demerging,  from  Xerox  and  Westing- 
house  to  3M,  Dun  &  Bradstreet,  Hanson  Pic,  Baxter  In- 
ternational and,  of  course,  AT&T.  In  his  thoughtful  The  Good 
Life  and  Its  Discontents:  The  American  Dream  in  the  Age  of  En- 
titlement, 1945-1995,  economics  commentator  Robert  J. 
Samuelson  sounds  Hayekian  when  he  writes,  "As  conditions 
changed  managers  lost  flexibility.  Power  shifted  from  the 
executive  suite  to  the  market." 

AT&T's  Bob  Allen  said  as  much  when  he  announced  his 
voluntary  breakup  of  the  last  remnants  of  Ma  Bell  last  fall: 
The  complexity  of  trying  to  manage  these  different  busi- 
nesses began  to  overwhelm  the  advantages  of  integration, 
he  said.  The  world  has  changed.  Markets  have  changed. 
Conflicts  have  arisen,  and  each  business  has  to  react  more 
quickly. 

Gemini  Consulting's  Dean  Berry,  former  dean  of  INSEAD 
(the  European  Institute  of  Business  Administration),  and 
Tom  Lloyd — hardly  career  anarchists — go  so  far  as  to  sug- 
gest in  one  of  their  publications  that  the  modern  corpora- 
tion has  outlived  its  usefulness. ..and  is  perhaps  heading  for 
extinction:  "The  solutions  the  corporations  represent- 
ed...have  become  the  problems.  Companies  are  [now]  seek- 
ing the  nimbleness,  entrepreneurialism  and  focus  of  the  'pri- 
vate adventurers'  who  drove  the  industrial  revolution;  the 
flexibility  of  the  pre-corporate  'putting-out'  system  and  mar- 
ket-based exchange;  the  diligence  fostered  by  performance- 
linked  reward  systems;  and,  above  all,  employee  commit- 
ment, creativity  and  enthusiasm." 

The  corporation ...  as  we  knew/know  it...  is  dead!  The 
market  as  Hayek  knew  it  and  loved  it  is  alive,  well,  getting 
better  and  hopelessly  inexplicable!  Long  live. ..God  knows 
what!  Playground  directors  unite!  Ready.  Fire.  Aim.  ■ 
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Visit  the  Internet  site  of  the  following  companies  whose 
advertisements  appear  in  this  FORBES  ASAP. 


Anixter  Inc. 

http://www.anixter.com 

Iowa  Department  of  Economic  Development 

SmartState@ided.state.ia.us 

Apple  Computer,  Inc. 

http://www.solutions.apple.com/intranet 

J.D.  Edwards 

nttp://www.jdedwards.com 

Business  Matters  Inc. 

http://www.bmatters.com 

PeopleSoft 

http://www.peoplesoft.com 

Cabletron  Systems 

http://www.cabletron.com/ 

Charles  Schwab  &  Company,  Inc. 

http:/ /www.schwab.com 

Cadence  Design  Systems 

http://www.cadence.com 

Spyglass,  Inc. 

http :// www.spyglass.com 

Cisco  Systems 

http://www.cisco.com 

Sun  Microsystems 

http://www.sun.com 

Compaq  Computer  Corporation 

http://www.compaq.com 

Tandy  Corporation 

http:/ /www.tandy.com 

Daly  &  Wolcott 

http://www.dalywolcott.com 

Texas  Instruments  DSP  Solutions 
(Semiconductor) 

http://www.ti.com 

TSMC 

http://www.tsmc.com.tw 

U.S.  Robotics 

http://www.usr.com 

UUNET  Technologies 

http://www.uu.net.com 

E  "Trade  Securities 

http://www.etrade.com 

GTE  Corporation 

http://www.gte4wcn.com 

Hensley  Segal  Rentschler 

http://www.hsr.com 

INTEL 

http://www.intel.com 

XcelleNet  (RemoteWare) 

http://www.xcellenet.com 

SHE    PETERS  PRINCIPLES 


T CHAOS  REIGN 


The  world's  great  thinkers  have  no  clue  how  the  market 
works  ...and  that's  precisely  why  it  works.  By  Tom  Peters 


I  love  our  mission  at  Forbes  ASAP.  It's  to  talk  about  all 
I  this  incredibly  neat  stuff  that's  changing  the  world ...  pro- 
I  foundly.  I  love  George  Gilder.  But  mostly  I  love  the  fact 
I  that  nobody — not  even  George  or  William  Henry  Gates 
III — has  a  sweet  clue  about  what's  going  on  or  how  it's  go- 
ing to  come  out. 
What  an  age! 

The  only  one  who  knows/knew  was  the  late  Nobel  lau- 
reate in  economics  Friedrich  August  von  Hayek.  That  is,  he 
knew... for  sure. ..that  nobody  knows  anything  for  sure. 

Hayek,  who  died  in  1992,  was  that  rare  economist  who 
was  also  a  first-rate  historian.  And  to  the  faithful  econom- 
ic historian,  like  the  meritorious  novelist,  the  mess  is  the 
message.  Hayek  described  fitful  economic  (and  human) 
progress  as  a  direct  function  of  rich,  volatile,  unpredictable 
experimentation  in  the  marketplace.  (He  called  the  global 
economy  "the  most  complex  structure  in  the  universe" — in- 
herently incomprehensible.) 

Tumbling  into  Hayek — yes,  I  started  reading  his  work 
by  accident,  appropriately  enough — was  a  profoundly  ex- 
hilarating experience.  It  made  me  vow  anew  that  I  would 
never  again  accede  to  the  forces  of  order — the  dogmatic 
strategic  planners,  the  hierarchs,  the  central  controllers  who 
try  to  convince  us  that  order  and  success  are  handmaidens. 
(Oh,  what  a  comforting  illusion,  as  Hayek  pointed  out  so 
eloquently.)  To  revel  in  disorder  and  the  joys  of  accidental 
discovery — that's  the  ticket!  And  the  magic  of  Silicon  Val- 
ley, Silicon  Glen,  Hollywood,  Bollywood  and  the  strutting 
Southeast  Asian  giants-in-the-making. 

Hayek  observed  in  his  last  book  {The  Fatal  Conceit:  The 
Errors  of  Socialism,  edited  by  W.  W.  Bartley  III,  University 
of  Chicago  Press,  1 988)  that  extended  trade  (beyond  the  im- 
mediate community/clan)  emerged  before  agriculture — in 
ic  \ge  some  30,000  years  ago.  And  Hayek's 
-  dual  pursuit  grew  out  of  this  idea:  that  the 
r  dized  economic/trading  network  diat  emerged 
quickly  became  unknowable.  Moreover, 
■  fes  economics  and  civilizations  for- 
plannt  d  e  sperimentation  per  se... among  billions 
*ho  do  not  know  one  another.  Along  the  way, 


ofind; 


successful  experiments  are  emulated.  (Very  few  experiments 
succeed  immediately  for  what  we  call  the  "right"  reasons — 
i.e.,  "according  to  plan."  The  rest  emerge,  often  over  a  long 
period  of  time,  for  the  "wrong"  reasons — i.e.,  unplanned, 
unimagined,  mostly  unimaginable.)  Unsuccessful  experi- 
ments, the  vast  majority,  simply  drop  by  the  wayside.  Thus 
the  process  of  economic  expansion  is  humbling,  irrational 
and — by  definition — not  amenable  to  central  planning  and 
control.  "Order  generated  without  design,"  Hayek  wrote, 
"can  far  outstrip  plans  men  consciously  contrive."  He  added 
that  the  "extended  [economic]  order  resulted  not  from  hu- 
man design  or  intention  but  spontaneously. ...Evolution  leads 
us  ahead  precisely  in  bringing  about  much  that  we  could  not 
intend  or  foresee." 

But  those  people,  yesterday  or  today,  who  are  under  the 
spell  of  the  invisible  hand  are  faced  with  a  dilemma:  First, 
they/we  cannot  fully  "understand"  how  the  market  works 
given  its  extensive  and  incomprehensible  nature.  (And,  by 
the  way,  chaos  theory  provides  some  clues  about  pat- 
terns...but  no  pat  answers,  as  some  have  implied.)  Second, 
the  market  serves  no  purpose  "that  one  can  specify  fully  in 
advance."  And  third,  the  marketplace  produces  results  that 
are  "not  immediately  observable"  (i.e.,  results  clouded  by 
hopeless  tangles  of  causes  and  effects).  But,  Hayek  pointed 
out,  these  three  properties  (understanding,  specifying  in  ad- 
vance and  observing)  form  the  basis  for  testable,  modern  sci- 
entific hypotheses.  Thus,  the  extended/unknowable/un- 
plannable/unspecifiable  market  flies  clearly  in  the  face  of  the 
Enlightenment,  Cartesian  logic  and  scientific  reason — i.e., 
all  that  has  defined  intellectual  "progress"  for  the  last  sever- 
al hundred  years. 

Part  of  the  problem  is  egocentrism.  Intelligent  people, 
Hayek  wrote,  "tend  to  overvalue  intelligence  and  to  sup- 
pose that  we  must  owe  all  advantages  and  opportunities  that 
civilization  offers  to  deliberate  design."  Not! 

Hayek  insisted,  for  instance,  that  Europe's  "extraordi- 
nary expansion  in  the  Middle  Ages"  was  a  product  of  "po- 
litical anarchy."  The  anarchy  produced  the  diversity:  The 
rowdy  capitalist  towns  of  the  Renaissance  in  northern  Italy, 
southern  Germany,  the  Low  Countries  (continued  on  page  110) 
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Software  Diplomat. 


Judi  Jarosh,  Seiko  Instruments 
USA's  Director  ot  Information 
Systems 


■199e  Computer  Associates  Inter 


How  do  you  find  a  single  manufac- 
turing software  solution  that  can 
keep  six  totally  different  manufac- 
turing divisions  happy? 

lust  ask  Judi  |arosh  and 
Computer  Associates. 

At  Seiko,  each  division  is 
completely  autonomous.  Each  uses 
different  man-  # 
ufacturing  MB 
processes. 

_    ,       ,  Seiko  Instruments 

Each  makes 

totally  different  kinds  of  products, 
from  integrated  circuit  chips  and 
fiber  optics  to  high-precision  robots 
and  color  printers. 

"Many  of  the  other  solutions  we 
looked  at  could  not  come  close  to  the 
breadth  and  depth  of  functionality 
across  the  entire  organization  that 
CA-PRMS  offers.  We  were  able  to 
implement  the  system  across  multiple 
divisions  around  the  world  in  only 
18  months,"  says  Ms.  Jarosh,  Seiko 
Instruments  USA's  Director  of 
Information  Systems,  proudly. 
"CA-PRMS  easily  handles  our  global 
financial  reporting  needs  while 
providing  an  enterprise-wide  view." 

CA-PRMS  is  the  first  and  only 
solution  that  covers  all  their  needs 
for  manufacturing,  distribution  and 
financial  management. 

"For  the  first  time,  we  have  accu- 
rate and  valuable  information  that 
everyone  can  use  on  a  timely  basis. 
The  quick  delivery  of  information  to 
our  decision-makers  is  key.  And  we 
love  the  new  graphical  user  interface. 
It  lets  all  of  our  users  benefit:  whether 
they  are  engineers,  accountants  or 
customer  service  managers." 

Making  everyone  happy  isn' t 
always  easy. 

But  it's  always  the  goal  at  the 
world's  leading  business  software 
company. 


national.  Inc..  Islandia.  N  Y  1178  10-225-5224.  All  other  product  names  referen.  ed  herein  .ire  trademarks  ol  their  respective  companies 
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Software  superior  by  design. 
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intranets ... 

Cabletron 


Essentials  include  scalable,  high- 
speed switches,  an  enterprise 

managoi-,-L-p.t  platform  and  a  true 

virtu.*!  networking  solution. 
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akes  perfect  sense  when  you  think  about  it.  After  all,  the  intranet  is  the 
Web  server-based  network  within  an  organization  that  allows  for 
seamless  connectivity  between  multi-protocol,  multi-vendor 
environments.  Ushering  in  a  whole  new  era  of  communication,  the 
Intranet  gives  everyone  quick  access  to  the  voice,  video,  data  and 
other  resources  they  need  to  do  a  better  job. 

But  none  of  this  is  possible  without  the  right  foundation.  That's  where 
Cabletron  and  its  Synthesis  framework  come  into  play.  Featuring 
high-speed  switches;  user-friendly  management  tools;  and  the 
industry's  only  true  virtual  networking  solution,  Cabletron  doesn't 
build  just  Intranets-we  build  a  better  way  to  do  business.  And 
Synthesis  assures  you  of  a  customized  blueprint  to  take  you  there. 

Construction  starts  now.  Call  (603)  337-0905  to  learn  more  about  the 
essentials  of  the  intranet  and  Cabletron. 
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The  Complete  Networking  Solution" 
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Corporate:  35  Industrial  Way.  Rochester,  NH  03867  •  Fax:  (603)  337-2211  •  Internet:  http://www.cabletron.com/ 
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